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Endorsements

“This book moves online connections into the new era of Social Networks. ‘The Emergence of The Relationship Economy’ is the first book to bridge face-to-face and computer-mediated relationships.”

Susan B. Barnes, Professor, Associate Director, Lab for Social Computing

“I have nearly 900 ‘close friends’ on LinkedIn. These are people I know or know now because I felt they belonged in my social network. I've had coffee or beer with a few of them but I still count most of them as close friends... close enough to be able to ask them a question without hesitation or introduce them to someone I know. They are my social network.

Social networks let people build communities of people. They are interconnected networks where you all have something in common—each other. Social networking sites create a place where you can introduce your friends to your friends' friends, where you can share your intellectual wealth. ‘The Emergence of The Relationship Economy’ encompasses the why and how of social networks. The authors offer a detailed look into the inner workings of social network platforms and examine how adults are adopting the tools of youth to transform the wisdom and relationships of adulthood. Business executives should use this book to understand why it is important to embrace these new tools because their employees will eventually demand them.” 

Joel Barrett, Solutions Architect, Cisco Systems, Inc.

“Establishing, cultivating, and maintaining relationships are key to any career or business plan. Accomplishing your goals is not impossible without good relationships, but it sure is a lot easier when you have a good personal network you can tap in order to find win-win situations for yourself that includes others in a meaningful way. ‘The Emergence of The Relationship Economy’ takes a comprehensive look at why this concept is of growing importance in our increasingly interconnected world. Providing thoughtful analysis on many different axes in this space, it is an interesting and useful read for just about anybody.”

Pete Johnson, HP.com Chief Architect, Hewlett-Packard Company

“‘The Emergence of The Relationship Economy’ is the ultimate re-source for those responsible for the strategic direction of their com-panies who wish to understand the realities and challenges presented by the upcoming Relationship Economy.”

 

Ivan Misner, NY Times Bestselling author and Founder of BNI

“Congratulations Jay, Scott, Margaret, and Carter for producing an exceptional magnum opus!!!

I am very proud of all of you and know that counter to the chaos in the social networking sphere you have at the least made a noble attempt to make some sense of it all.

Of course there is a Relationship Economy and it’s here now. What your book will do is set the framework to begin to grasp the fundamen-tals from the chaos and provide certain clarity where none existed before.

I highly recommend purchasing this book because of the balance and peace of mind that comes with choices. The book provides the choices and allows the reader to think for themselves.”

Michael Pokocky, Futurist, Philosopher, Noted Author, and Artist

“Link To Your World and its principals have hit the evolving issues dead center. I will look forward to getting their book, ‘The Emergence of The Relationship Economy,’ and, knowing the depth and talent of this group, I would assume many more breakthrough insights and product offerings which we as operators can use for the benefit of our members. The social networking space clearly needs some guidance, and it is thought leaders like Link To Your World that can provide the independent viewpoints that users will respect and follow.” 

Thomas Power, Chairman, Ecademy
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F o r e w o r d

 

Foreword by Doc Searls

Back in the year 2000, I found myself sitting in a

plane next to a Nigerian pastor named Sayo. We

were both on book junkets. I was a co-author of

The Cluetrain Manifesto, which was on its way to

becoming a business bestseller. Sayo had just

translated The Bible to his native language of

Yoruba, and sure to become an important work in

his culture as well. We talked about many things,

including the original meaning of markets, which

had been a central topic in Cluetrain, that was

becoming well-known for its first thesis: “Markets

are conversations.” Sayo said that was an

important insight, but that it didn’t go far enough.

To demonstrate, he asked me to imagine being a

visitor to a public market in a less “developed”

country such as his own. He picked up one of

those blue airline pillows and led me on a

Socratic journey. As best I can remember, our

dialog went like this...

“Let’s imagine this is a coat, and that you’re inter-

ested in buying it. What’s the first thing you say

to the seller?”

“What does it cost?”

“Yes, you would say that, because where you

come from, it’s natural to see everything in a

market moving toward a transaction. Now let’s

say the vendor tells you the price is fifty dollars.

What happens next?”
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“We bargain until we arrive at a price between

what he asks and what I’m willing to pay.”

“Yes. Again, that’s typical of what somebody from

your culture would say. But today you’re also

saying ‘Markets are conversations.’ So let’s say

you get into a conversation with the seller that’s

not about the price. Let’s say you know a lot

about textiles, about manufacturing and distribu-

tion, about dyes and fashion. And let’s say the

vendor tells you about the craftsman who made

the garment, the material used, the origins of that

material, the culture expressed in the design and

the weave, the means by which the garment

arrived at the market. And let’s say you both gain

a lot from each other’s knowledge in the course

of the conversation.”

“Okay.”

“What happens to the price?”

“I may end up wanting to pay more while he

wants to charge less.”

“Yes. And why is that?”

“I’m not sure.”

“It’s because you now have a *relationship*.

When you look at a public market in my culture

from the perspective of yours, you tend to see it

through the prism of transaction, surrounded by

the noise of conversation, within which the only

talk that matters is negotiation toward a final

price. But if all you see and hear is bargaining,

you miss most of what’s really going on.”

He went on to explain that three things happen in

all “natural” markets: transaction, conversation

and relationship. In our “developed” culture, we
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understand transaction almost to an excessive

degree, because to us, as we so often say, “It all

comes down to the bottom line.” But, Sayo

added, our understanding of markets is inade-

quate around conversation and utterly impover-

ished around relationship.

He said he was sure we actually do have, and

value, relationships; but because we understand

and value them so little we’d tend to abandon re-

lationships when times get tough, and to rational-

ize our decisions in terms of transactional value

alone.

That’s why the next frontier for “developed” econ-

omies, he said, was relationship. We need to

explore and unpack that topic, or we’ll stay stuck

in an inadequate understanding of what markets

really are—and how much they embody life in all

is true richness and variety.

At the end of our conversation, he gave me an

assignment. He told me that the next book I write

should be about how “Markets are relationships”

at least as much as they are conversations and

transactions.

I never got around to writing that book, although

I’ve focused intensively on market relationships

ever since meeting Sayo. That focus is what led

me to meeting and getting to know Scott Allen,

Jay Deragon and Carter Smith. And now it

pleases me to say that these three men together

with Margaret Orem have written the book Sayo

assigned me to write. They have explored and

unpacked what’s most important and least un-

derstood about markets, and have outlined in

fine detail the economy that will grow out of rela-

tionships in what Cluetrain called the “net-

worked” marketplace.
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Like the markets Sayo calls “natural,” the

networked marketplace turns out to be a pro-

foundly social one that can only be enlarged and

improved by relationships. The Web, it turns out,

is what the authors call The Human Network.

We’re all in it. And not just for ourselves. That’s

what makes it so valuable.

Doc Searls

Berkman Fellow and co-author of the business

best-seller ‘The Cluetrain Manifesto: The End

of Business as Usual’
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P r e f a c e

 

 

Preface

The convergence of technology that accelerates

the power of relationships and facilitates dynamic

communications—peer to peer and to entire com-

munities—is revolutionary to say the least. 

The book defines The Relationship Economy as

“The people and things we are connected with in

our personal networks, who or that distribute or

consume our capital, which in turn influences our

individual production outputs.” The book analyzes

the factors that are influencing an emerging

economy based on the sum of factors driving

massive and significant changes to the way

everyone will work, play, and live.

This emergence will have an especially profound

effect on businesses and individuals. While indi-

vidual factors are self-evident, the collective

factors, taken as a whole, are the basis for indi-

vidual conclusions for strategic opportunities that

can be gained from the new economy. 

The book provides the knowledge, tools, and

suggested skills necessary for improved compre-

hension of the strategic issues required to

succeed in The Relationship Economy, and

provides the context of actions that enable

success. It covers an emerging opportunity for the

global community of users/consumers/citizens,

consumer brands, corporations, non-governmen-

tal organizations, and governments to play a

critical role in forging this new carbon-neutral

economy: The Relationship Economy.

 

The Emergence of The Relationship Economy  5

This book details an emerging economy, driven

by factors that are affecting massive changes to

the way people work, play, and live. This

emergence will have an especially profound

effect on business. While individual factors are

self-evident, when taken collectively, they are the

basis that individuals use to identify strategic op-

portunities to be gained from the new economy. 

This book is a foundational resource for individu-

als and entities to use as each begins to plan for

participation in the accelerated changes brought

on my technological advances of the World Wide

Web. The goal of the book is to enable all parties

to gain perspective, knowledge, and insight as to

the dynamics of technology, the impact of

changes brought on by the social Web, and what

factors should be considered for the purposes of

planning for success.
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I n t r o d u c t i o n

 

 

Introduction

The Web is steadily becoming a utility of the

masses. We have become familiar with using the

Web for communicating, surfing, shopping,

receiving information in different forms, and a

host of other usage attributes—both personal

and professional. 

The Web economy has largely been fed by ad-

vertisers vying for eyeballs and attention. Adver-

tisers have been a fundamental resource of the

Web economy. When a change occurs that alters

the old models and creates improved models

with a promise of higher returns, then changes

are likely to create systemic shifts across the

entire Web that influence the system from end to

end. 

Innovation inevitably spawns further innovation

throughout the supply chain of interconnected

elements that fuel Web usage patterns, and the

social Web facilitates systemic changes, which

are fueled through such innovation. The social

Web brings more influential human elements

with global reach than any previous technologi-

cal development in the history of the Web.

Combine the influence of the human elements

with the economic power of relationship driven

commerce and you have a scenario that will

create further changes unforeseen, unpredict-

able, and unimaginable.
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These changes are profound and create histori-

cal shifts that open opportunities for those who

prepare and embrace the factors that enable a

successful transition from the old economy to the

new.

This book is organized around a discussion of

Key Factors, each covered in its own chapter,

which describes the influences, benefits, and

related outcomes created by the emergence of

The Relationship Economy. 

Each chapter addresses the value-add each

factor brings to the emergence of The Relation-

ship Economy, including how parties will be able

to leverage those benefits for economic gains

through transformation of relationship mediums

and positions. This book identifies components

that are constant in this market and how these

constants can be used as the fundamental basis

for a continuously changing planning process.

The chapters can be used as stand-alone refer-

ences or in consideration with the totality of the

book. 

The collective content findings include:

• The convergence of social media and techno-

logical advances is creating a new medium for

economic exchanges. 

• Individuals, corporations, institutions, organi-

zations, and governments will all play a vital

role in the emerging relationship economy. 

• The Relationship Economy will disrupt many

traditional mediums and media. 
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• The Relationship Economy will emerge

quickly, and billions of dollars of economic

exchange will continually shift between

multiple markets and millions of individuals. 

• The Relationship Economy leverages the effi-

ciency and effectiveness of the ability to reach

one-to-one and one-to-millions, both online

and through mobile connectivity. 

• The Relationship Economy appeals to the

basic human needs and fulfills many of the

current societal caps. It reverses many of the

current strains on the quality and qualitative

issues facing humanity today. 

• Numerous factors that surround the

emergence of a Relationship Economy are

converging, and in some instances, colliding.

The content provides insights into the initial

and critical converging factors.

Corporations will find significant insights that will

enable them to strategically plan for the substan-

tial shifts caused by the emergence of The Rela-

tionship Economy.

Technology Vendors will garner intelligence that

will assist them in the development and deploy-

ment of social media and social networking appli-

cations, infrastructure, analytics, and advertising

platforms. 

Media Companies will benefit from informed per-

spectives regarding changes they will need to

make in order to increase the reach and richness

of their brands. 
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Network Devices Vendors will learn how to use

the concept of The Relationship Economy to fa-

cilitate increased sales of routers, servers, and

other critically important devices. 

Wireless Carriers will find methods for coping

with the changes to their traditional businesses

and will understand how to “turn the retreat into

a parade.” 

Educators will learn how the instructional yield

from one-to-one computing will be multiplied and

significantly altered by the dynamics of The Re-

lationship Economy and will be able to share that

knowledge. 

Government and Private Institutions will be able

to capitalize on the new abilities that will be

ushered in by The Relationship Economy, which

will enable them to reach and effectively commu-

nicate with constituents and legislators 

Individuals will become aware of the benefits of

embracing the changes that are fueling The Re-

lationship Economy and how to leverage oppor-

tunities to expand relationship capital for

economic gains. They will be empowered with

new knowledge.

Learning and preparing for historical change can

sometimes be overwhelming. The authors of this

book have aimed at providing its readers with a

comprehensive understanding of the dynamics

of the shifts currently happening—and those to

come. These shifts promise to be extremely dis-

ruptive for age-old business institutions and

models, and the underlying economic factors

that will affect all of us globally.
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The authors’ objectives are to provide support to

those who want to be prepared and to capture

explosive opportunities. As such, the authors will

be happy to answer any questions and provide

further directions for our readers.

You may reach out to the authors and contact

them individually by looking up their profiles on

LinkedIn and Facebook, or contact them through

Link to Your World at

http://www.linktoyourworld.com.

May you be blessed with abundance in the

new economy—The Relationship Economy!
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C h a p t e r

 

1 A Revolution has Begun

Jay T. Deragon

 

Social computing and the medium of social

networks are creating a revolution that is similar

to the industrial revolution of the 19 th century in its impact on commerce, but on a global scope.

This communication revolution includes the de-

velopment of advanced communications tools

and proxies, such as Skype.

Today politics, products, and services are virtually

consumer/user-led developments. Google is a

major example of a user-generated brand where

the users have suggested and embraced en-

hancements. Current technology is so pervasive

that it has become quite significant in the political

realm. With cutting-edge communication systems,

national political groups and institutions in the

United States of America are lobbying with influ-

ential bloggers to inform and educate the voter, as

well as impact public opinion.

There is an opportunity for the global community of

users, consumers, citizens, consumer brands, cor-

porations, non-governmental organizations, and

governments to play a critical role in forging this

new carbon-neutral economy, The Relationship

Economy (Searls, 2007).
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To begin to comprehend what the new economy will look like, watch the young people in your organization—particularly the ones who are fresh out of college. They have lived their entire lives in the digital age, com-municating in real-time via text messaging and instant messages. For some of them, even email lacks the immediate gratification they expect when they want to communicate with someone. To this generation, the desktop phone has about as much relevance as an electric typewriter does for those of us a generation or two older. 

 

Using cutting-edge communications technologies, this younger gener-ation has created online communities based on shared interests. They keep in constant contact with the people they care about, no matter where they are located. They create, collect, and share digital content and information—music, pictures, news, video. It is all a testament to the power and immediacy of today’s digital technology.

It is also a perfect breeding ground for continued development of The Relationship Economy (Searls, 2007). Instead of online communities based on shared interests, when these digital-age individuals join your company, they will build virtual work teams that span the globe. The list of important people they keep in touch with will expand to include your

 

14 Chapter 1: A Revolution has Begun  customers. In addition to music and pictures, they will share reports and presentations created in collaboration with colleagues and business partners. 

As this generation moves into the workforce, they expect to continue using the devices they have grown up with and depended upon for communication and production. Organizations that cannot meet this expectation will be at a sharp disadvantage as talented young people choose to work for companies that recognize the value of a new gen-eration of communications innovations.

Companies that do embrace the new economy framework will see in-credible benefits. Recruiting young talent will be easier, of course. However, the gains will be much broader. Advanced social computing technology will help companies raise productivity and respond more rapidly to changing business conditions. These technologies will also enable organizations to create closer ties to customers, develop inno-vative products more quickly, and reduce costs. 

Ultimately, The Relationship Economy is a new business model that recognizes that people—not processes—are the most significant com-ponent. Moreover, it is about allowing technology to unleash the passion and potential that each one of us brings with us every day when we go to work. 

To understand the concept of The Relationship Economy, it is important to start with a basic understanding of the terminology. The word “rela-tionship” is defined as a connection or an association; the condition of being related. The word “economy” is defined as the study of resource allocation, distribution, and consumption; of capital and investment; and of management of the factors of individual production. For purposes of discussion in this book, we will define the term “capital” as that which we give or take that creates numerous forms of value.

Therefore, we define The Relationship Economy as: 

The people and things we are connected with in our personal networks, who or that distribute or consume our capital, which in turn influences our individual production outputs.

 

The Emergence of The Relationship Economy  15  The Relationship Economy will transform existing business models. Corporations will experience a major change to a virtual workforce, and the emergence of new leaders will come from smaller firms. In this forthcoming era, the big will become small and the small will become big. New rules for The Relationship Economy will create significant global shifts in economics, governments, and institutions—in effect, creating a society with no borders and no boundaries (Kelly, 1998).

Peter F. Drucker, author of over 35 books, Presidential Medal of Freedom winner, and a leading voice in the business world, sums up the drastic changes on the horizon in the business world: 

“The corporation as we know it, which is now 120 years old, is unlikely to survive the next 25 years. Legally and financially yes, but not struc-turally and economically.” Peter Drucker, quoted in Business 2.0, August 22, 2000 (The Rhythm of Business, 2006)

Evidence abounds that Professor Drucker’s prediction is a reality; the world of business is changing fundamentally. What is next? The rise of The Relationship Economy fueled by advanced social computing tech-nologies.

 

Emerging Shifts in Focus

Business-Centric Companies Relationship-Focused Economy

Product-centric    Relationship-centric

Win-lose    Win-win

Control    Transparency

Periodic    Real time

Brand    Reputation

Excessive-promise    Trust

Mass communications    Conversations

Pyramid/silo    Network of relationships Transactions    Relationships

Only money matters    All sources of value count

Jay Deragon : www.linktoyour world.com

 

This new economy is part of a relationship-centric matrix that draws on the very foundations of human behavior and American psychologist Abraham Maslow’s Hierarchy of Needs (Sørensen, 2006). The growth of adult adoption of social computing technologies creates a new

 

16 Chapter 1: A Revolution has Begun  dynamic unlike that of MySpace. These new networks address specific elements of adult relationships and concentrate primarily on business needs, wherein sites such as MySpace have focused on the social net-working needs of young adults.

 

What Motivates Adult Participation in On-line 

Social Networks? 

When we look at the psychology of human behavior, we can begin to understand certain baseline motivations that draw adults to online social networks. Abraham Maslow published his theory of human mo-tivation in 1943. Its popularity continues unabated. Like his colleague Carl Rogers, Maslow, who also wrote the 1954 book Motivation and Personality , believed that actualization was the driving force of human personality. Maslow’s great insight was to place actualization into a hierarchy of motivation. 

Self-actualization, as he called it, is the highest drive, but before a person can turn to it, he or she must satisfy other, lower motivations such as hunger, safety, and belonging. The hierarchy has five levels.

1. Physiological: hunger, thirst, shelter, sex, etc. 

2. Safety: security, protection from physical and emotional harm 

3. Social: affection, belonging, acceptance, friendship 

4. Esteem (also called ego): self respect, autonomy, achievement

(internal); and status, recognition, and attention (external) 

5. Self-actualization: doing things

Maslow points out that the hierarchy is dynamic; the dominant need is always shifting. The hierarchy does not exist by itself, but it is affected by the situation and the general culture. Satisfaction is relative. Douglas McGregor (1960) makes the hierarchy the building block for his Theory X and Theory Y. Mihalyi Csikszentmihalyi (1993) also uses the hierarchy in his concept of “flow.” A 1990s example of self-actual-ization may be surfing the Internet.

 

The Emergence of The Relationship Economy  17  Empirical research has confirmed the first three levels, but has not done so for the fourth and fifth levels of esteem and self-actualization. Some have noted that Maslow’s hierarchy follows the life cycle. A newborn baby’s needs are largely physiological. As the baby grows, it needs safety, then love. Toddlers are eager for social interaction. Teenagers are anxious about social needs; young adults are concerned with esteem, and only more mature people transcend the first four levels to spend much time self-actualizing.

Based on the observations across numerous networking platforms and reflection on the past definitions of human motivation, it is clear that online social networks provide a primary motivation for adults in the category of self-actualization, or doing things. Maslow defines self-actualization as growth-motivated rather than deficiency-moti-vated (Sørensen, 2006).

 

What Things Are Adults Doing Within Social 

Networks That Enhance Individual Growth?

Based on observations and interviews, we will provide a general cate-gorization of the factors that enhance individual growth for adults par-ticipating in online social networks. These factors will be defined in greater detail in future articles.

The Learning Factors: With all the hype, craze, and media coverage of social networking platforms such as Facebook and LinkedIn, many adults are drawn to the medium to learn what is causing the hype.

The Connection Factors: Once adults enter networks and learn the “tools of the trade,” many are amazed to find the presence of other adults they know and the volume of people that they do not know who already engage with social media or the enabling mediums.

The Affinity Factors: Adults begin to find association with groups, causes, forums, media, and other affinities that relate to their interests, both personally and professionally.

 

18 Chapter 1: A Revolution has Begun  The Business Factors: One of the predominant business segments using social networks today is employment recruiters. As the medium and the adult participation in social media increase, business opportu-nities grow exponentially. Adults are rapidly learning to use social networks as their medium.

The Creative Factors: Adults, and their businesses, are applying creative ways to use the technology behind social computing to extend its value to both personal and professional needs.

The Expectation Factors: When you consider the creative possibili-ties of social networks, adults expect some economic and social value to be derived from their participation, whether currently or in the future.

The expectation of individual growth and satisfaction is high. These factors, combined with the media hype over social networking, are the motivating issues that are driving millions of adults to the medium at annual growth rates of 70% and more. The opportunity to capitalize economically is emerging quickly. Word of mouth will fuel growth rates faster than any other technological medium in our past. The growth and related factors will usher in The Relationship Economy. 
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2 The Time Factors Jay T. Deragon

 

With so many demands vying for our time and at-

tention, sometimes even a simple, uninterrupted

phone call seems to be a stretch of the imagina-

tion. Cell phones, personal digital assistants

(PDAs), instant messaging, pagers, faxes,

emails—and the list goes on—all contribute to in-

formation availability and overload. To participate

in The Relationship Economy will also require

this valuable commodity: our time.

The very essence of the emerging Relationship

Economy is in the name: Relationship. Relation-

ships take time. In Western society, we have been

trained to “want what we want, when we want it—

five minutes ago.” Our society of “instants”—from

microwavable foods to lightning-speed Internet

searches to 24/7 news channels—have condi-

tioned us to move and produce at an extremely

fast pace.

With so much information surrounding us, along

with our trained passion for quick answers, we

often miss the value of learning and creating re-

lationships. Those of us who learn to optimize

our attention have a significant advantage in this

high-input, high-speed world. Engaging the

 

The Emergence of The Relationship Economy  21  attention of others is pivotal; it leads to personal leverage, which, in turn, leads to the power to influence behavior.

Social Networking enables massive personal leverage. Through social networking, an individual can reach the masses, and give to them rather than reaching just a few. Those who accomplish the greatest amount of personal influence will be those who gain the most in The Relationship Economy. Those who transform their thinking, and trust in the essence of human relations, will create social and business value faster than ever before. The dynamics we are all facing become the Paradox of Choice, i.e., a question of where we should give our most valuable asset: time.

 

The Effects of Increased Access to Information

As more information and choices become available and accessible, in-dividuals will need to hone their skills in coping and in making good decisions and choices. Additional information and choice are inevita-ble, as each new day adds to humanities’ data bank and cannot be halted. It is important to examine the demands on time in order to un-derstand how important “The Time Factors” are in productivity and self-fulfillment. 

A Reuters’ survey of 1,300 business people revealed that two-thirds of the respondents’ personal relationships have been affected by the amount of information available. These respondents also experience more tension at work and feel less satisfied with their jobs due to the quantity of information. Forty percent feel that an abundance of infor-mation can delay important decisions and hampers the ability to make good decisions. Nonetheless, two out of three respondents said they wanted even more information! (Waddington, 1996)

The “too much information” complaint is not unique to any one social networking site. Actually, it has spurred similar issues across most social networking sites. Andrew LaVallee (2007) writes in the Wall Street Journal:

Brooklyn Web designer Pete Jelliffe, 26, has deactivated links to friends whose check-ins filled his cell phone with text messages, and has been similarly delisted, he suspects, by an ex-girlfriend. 
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“I’ve blocked people that, say, signed up and just added me 

because we were acquaintances,” he said. “I guess they liked me more than I liked them, and I didn’t care to hear about them that frequently.” (p. 2)

As more and more adults move onto Facebook, similar issues are beginning to appear. A never-ending proliferation of groups is forming, and members are inviting all their friends, most of whom are on other networks, to join. New applications launch daily, which only spawns more invitations from contacts wishing to share their newfound tool with their contacts. Social networking sites are getting feature- and function-rich, while on many sites, users are being “dinged” with overage charges or denied the ability to add the connections they wish to add.

 

THE FEATURE TOLERANCE STAGES

 

IT’S PERFECT!!!  IT DOES EVERYTHING

EXACTLY RIGHT!

tion

I can’t believe it does       I have to read all the

so much              instructions

tisfac

It is really hard to figure

I am so happy for this

out for what I need

el Of Sa

It doesn’t take care of 

I can’t figure it out

Lev                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                              it all

It’s fine for beginners                                               I ask my kids for help

Various Categories

pina iannuzzi, 2007

 

While all this technology may seem “cool” at first, it quickly wears on the minds and pocketbooks of users, including opportunity cost and the costs associated with paying for memberships, features, etc. The frus-tration levels increase as the number of choices increase. Worst of all, it is difficult to learn how to leverage all these features into personal and

 

The Emergence of The Relationship Economy  23  professional (economic) gain, such as new business, product sales, etc. The growth of social networks is staggering and it appears to be in a period of unlimited choices for individuals.

Social networking technologies develop a momentum of their own, which takes individuals way beyond the point of counterproductivity to the point of self-defeat. While the phenomena of social networking technologies appeals to some of our basic human needs it also appeals to human weaknesses, such as the need for instant-gratifica-tion, and reveals our insatiable appetites. 

What are the individual’s objectives? Much of the convenience of social networking occurs by inconveniencing others. The craze for having a large network, for example, appeals to the competitive nature of human beings to be the biggest, most connected individual in any one network. People spend countless hours building the numbers in their network, ignoring the quality of those relationships. 

[image: ]

 

Michael Pokocky, Copyright © 2007

 

The Hidden Game Appeal. The phenomenon of social networking is intriguing for many adults, and they spend countless hours engaged in the game. Owners, developers, and operators of social networking sites understand the appeal of new technology when it is designed around the human desire to be aware—if not on the cutting edge—of

 

24 Chapter 2: The Time Factors  new ideas and technology. Knowing this, owners launch new, targeted networks with the latest gizmos and gadgets that will increase their at-traction to the masses.

The people, both young and old, follow the appeal, and the cycle of intrigue is designed to keep the masses engaged. Network operators are motivated to establish technological relationships with their customer with the aim of drawing in the masses so the network’s economic value increases. 

Case in point. One moderator of several dozen forums spent several years moderating hundreds of discussions and encouraging individu-als to use and make the best use of a particular social network. There was no economic return compensation for his loyalty or efforts. Was the network obligated to pay a moderator who invested such time and energy for his efforts? No, but if that social network was interested in improving its relationship with the many thousands of users of those forums, it would have been reasonable for them to have recognized the value and provided some economic support. The lesson here is to maintain and cultivate relationships and to maximize the opportunity to create good will. In the end, it saves time because you will not have to search for and create new connections.

Enslavement or Enablement? What makes technological advance-ments unique is that they are intended to enhance peoples’ lives (save time). However, some people become enslaved by the technology while others figure out ways to be enabled. Those who create the tech-nology do so with a purpose. The purpose is to make money, using technology to appeal to the human and business needs that drive mass adoption. Much of the marketing buzz about technology promotes its benefit, but never do we see the scope of our cost for adopting the latest and greatest technological advances. Using technology can become detrimental to our time, our relations, and our economic standing if we do not invest mindfully with a view to a financially viable outcome. Further, using technology can provide opportunities to leverage the medium for our own individual gains. Our gains must be definable and useful to our individual purposes.

About one half of all working adults (52%) use Social Networking within their companies for their work with colleagues in their company, while 47% also use it in their work with clients (Vickers, 2007). Further, Social

 

The Emergence of The Relationship Economy  25  Networking increases the expertise of a company. More than half of those questioned (55%) said that they use it in order to share the ex-periences of high performers in their teams with others, and 49% use it in order to solve current problems as soon as possible.

Social Network technology and dynamics are being modeled by some as a viable business cost that will improve productivity, and thereby save time within corporations. 

However, some companies are preventing access to Facebook from their intranets because of fear of losing productivity and concerns over security. Companies should be aware of and concerned about particu-lar risk factors, but appropriate management of Internet use significant-ly reduces potential problems.   

We may waste time searching for the perfect network solution from both a personal and business standpoint. Social networks vary in size, composition, approach, features, membership requirements, personal profile layouts, etc. There are many opinions on the right way to do it. What ends up happening is we go out looking for the “right” way to do things, and often finding ourselves going down a rabbit trail of confusion that ultimately leads to inaction. 

The stronger our belief that there is a perfect solution out there (whatever we have deemed to be “perfect”), the more we end up searching for it—wasting more time than necessary or appropriate. As a result, we are less likely to be satisfied with our final decision because it will rarely live up to our unrealistic expectations.

Another consistent time waster is the belief that more is always better than less. We join more networks, learning about and using more tech-nology with the mistaken belief that all of this activity will pay off in the end. Unfortunately, the truth is the polar opposite. As the number of networking tactics climbs, mastery in any of them plummets, and online and this can prove costly. As the social networking space explodes, we are swamped with invitations to join numerous networks, and most of the time it is from people with whom we are already connected in another network.

 

26 Chapter 2: The Time Factors  We have all become information/content producers, skilled in generating information. No one has the time to manage all the information produced and to determine which information is useful and not wasteful, or, even worse, destructive. The net result is that when we try to get our work done, information may seem to get in our way. We tend to spend more time getting lost in the sea of information and its relevance than we spend in the actual collection of pertinent information. Until convergence happens and we usher in a true Relationship Economy, the increasing volume of information will diminish and stymie our productivity.

During the information age, having more information meant having more power. For a while, it held true—until the amount of information exploded and the Internet leveled the playing field regarding the access to information. 

The psychologist David Lewis, who analyzed the findings of Paul Wad-dington’s 1996 Reuter Business’ survey, proposed the term Information Fatigue Syndrome to describe the resulting symptoms, which include, among others, an inability to make analytical decisions without increased doubt or anxiety and the willingness to blame others instead of taking responsibility (Lewis, 1999).

Other side effects highlighted by Lewis (1999) include anxiety, poor de-cision-making, difficulties in remembering, and reduced attention span. The more information we try to suck in, the more we train ourselves to default to a shorter attention span. Thus, the more information we have and get, the less time we have to get things done.

However, not all is lost in this increasing maze of information and choice. As we begin to recognize that there will continue to be an ac-cumulation of information and choice, we will seek methods, systems, and advice as to how to successfully select, manage, and use the in-formation and choices that make social media the great vehicle it is. With learning and experience, such individuals will have an increased capacity to cope and manage.
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3 The Knowledge Factors

Carter F. Smith

 

Aristotle observed that all men by their nature

desire knowledge. James Madison claimed that

people who want self-governance must arm

themselves with the power that knowledge gives.

Sir Francis Bacon gave us perhaps the clearest

foundation on which to build in the context of The

Relationship Economy: Knowledge is power.

This inherently means that we must be careful

with what we do with knowledge. Should we hold

it close to ensure no one else can take it? Would

it be appropriate to let others examine it as long

as they do not get too close or try to alter it?

The Relationship Economy model appears to

demand that we share knowledge, and share it a

lot. Knowledge hoarded is of no value to anyone,

but knowledge transferred is priceless.

The speed of knowledge transfer is increasing. In

the Internet-enabled world, knowledge develops

faster, changes more quickly, and is central to

the success of a variety of organizations than

ever before. Every organization in the world—ac-

ademic, corporate, and government—needs to

adapt to those changes, and do so quickly. A tre-

mendous paradigm shift in knowledge access

and distribution is underway. While information is

an essential constituent of knowledge, it is not

 

The Emergence of The Relationship Economy  29  knowledge in and of itself. Raw information leads to the development of theory, and when theory is applied through experience, the result is knowledge. Experience alone is insufficient without theory. The incor-poration of social networking into the knowledge distribution model promises to bring some new and interesting challenges for organiza-tions as they develop strategies to accomplish their goals and objec-tives. Unfortunately, many of today’s leadership theories promote the silo thinking or a “one-size-fits-all” mentality. These theories will fail in their attempts to increase the knowledge base. 

[image: ]

 

Hank Grebe, 2007

The term ‘The Relationship Economy’ resulted from a broader recognition of the role that knowledge and technology have in catalyzing economic growth. Knowledge has always been central to economic development when impacted by the introduction of new technology (Cimol, 2005). Those developments do not just appear out of thin air; they begin with the recognition of a perceived need, and result in

 

30 Chapter 3: The Knowledge Factors  providing the foundation for change. The real transforming power of the Internet exists in the breakdown it has caused in the traditional information hierarchy (Peizer, 2000).

Have we now transitioned into a new knowledge economy? If so, is the transition we are making as significant and far reaching as was the shift from an agricultural economy into the industrial revolution of barely a century ago? 

In the ongoing debate on the knowledge economy, an emphasis has been placed on the role of innovation with a reliance on intellectual ca-pabilities (Carlaw, Oxley, Walker, Thorns, and Nuth, 2006). Modern technologies are very useful for their ability to span long distances and quickly transfer large volumes of data. The development of self-orga-nizing networked social systems generating shared knowledge is causing the standards for knowledge transfer to change even before we identify the previous standards (Wittig, nd). The rapid changes in the knowledge base are only possible with intentional collaboration, however. 

Knowledge transfer is a collective and constructive activity that occurs only through network interaction. Based on an autopoietic (self-creat-ing) model, the generation of knowledge increases through communi-cation transfers between structurally coupled individuals and organizations (Wittig, nd). Without this transfer of information, the strength of our networks is limited to the simplicity of their connec-tions—not the knowledge exchanged between them. As a result, our most powerful collaborations are potentially crippled by weakened con-nections.

So, if knowledge is power and the transfer of knowledge has value, how does knowledge actually affect The Relationship Economy? 

According to Peizer (2000), unequal status of the holder and the user acts as a barrier to knowledge access. Historically, knowledge has been distributed from doctor to patient, from lawyer to client, and from teacher to student. The provider of information is often the powerbroker or gatekeeper, setting not only the criteria for access, but also the price. 

 

The Emergence of The Relationship Economy  31  The Internet has served to circumvent (or reinvent) these imbalanced, power-based relationships by removing the restrictions and leveling the playing field for those who seek information. Information is fast becoming a commodity whose value is determined by all who have access to it, changing the role of the information provider to a “val-ue-added knowledge facilitator” (Peizer, 2000). This new classification can be incorporated into any model, and it often catalyzes the knowledge access of those who previously found it inaccessible. 

So what happens when there is a level playing field? Does it create an unfilled void, or do opportunities that did not previously exist begin to open up for individuals and organizations that have the vision, compre-hension, and flexibility necessary to usher in The Relationship Economy?

The rapid growth of social networks has brought a new and exciting era to the Web. Information and communication technologies are facilitating organized human endeavor in fundamentally new ways. The broad impact that social computing brings to these diverse domains, combined with the complexity of cross-discipline features, poses new challenges for those who hope to harness, or at least understand it. Research in this area should expand to include examination of multi-disciplinary theories and methodologies. Continued research on the use of social computing will produce transformative research and education (Parameswaran and Whinston, 2007). 

 

Creating a Knowledge-Sharing Culture

Creating a “knowledge-sharing culture” is about making knowledge sharing the norm for human relationships (Gurteen, 1999). Most people naturally collaborate. When people work in a collaborative en-vironment, it produces a knowledge-sharing culture that can be difficult for organizations to manage and understand. Only the organizations that harness the power of cooperation can effectively use knowledge to be more productive. 

Remember, we are talking about strategically sharing organizational knowledge, not simply providing information as a business strategy. The ultimate purpose of strategic knowledge sharing is to allow an or-ganization to meet its business objectives (Gurteen, 1999). Applying

 

32 Chapter 3: The Knowledge Factors  knowledge attained within an organization is an integral part the orga-nization’s success. Michael Schrage said, “Knowledge management is a bull issue” as “most people in most organizations do not have the ability to act on the knowledge they possess” (Gurteen, 1999). What stifles this action? It could be a lack of understanding, but more likely, it is the culture of the organization. So why not change the culture?

Change in any sense is often difficult. To change a culture is especially daunting, because it means seeing the world in a different way (Wasko and Faraj, 2000). It means intentionally revealing more of our hidden paradigms—like the tacit acceptance that “knowledge is power” (Hendler, 2005). It means the radical restructuring of thought.

So how do we start changing the culture of sharing knowledge? 

Change has already begun in The Relationship Economy. The intro-duction of blogs counters the effects of an unsupervised media. The arrival of wikis challenges traditional communication processes because it introduces online and visible collaboration. Social networks provide a fresh look at the previously untapped power of relationships that naturally form when online communication and social communities intersect. 

An influx of social computing applications and the explosion of online communities are changing the way we share information and increas-ing the speed with which we communicate. These technologies elicit an initial feeling of intimidation that transforms swiftly to awe. The ap-plications are quickly changing the global economy, changing the way we interact, and affecting every aspect of our lives (Rollyson, 2006). According to a Forrester Research report, individuals in the new economy increasingly take their cues from one another and their social communities, rather than from institutional sources such as corpora-tions (Charron, Favier and Li, 2006). As a result, communities are in-creasingly trying to find ways to drive innovation from the bottom up, and the ownership of experience, economic value, and authority is shifting from traditional institutions to communities of individuals (Wang, Zeng, Carley, and Mao, 2007).
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According to Valdis Krebs, an authority on social network analysis, “The effective utilization of knowledge and learning requires both culture and technology” (Krebs, 1998). Yet, simple data transfer, such as that found in traditional business information processes, does not frequently offer the competitive advantage that is so necessary for success. An organization’s real edge is often found in the context-sen-sitive knowledge that is difficult, if not often impossible, to maintain with a simple digital storage and analysis strategy (Krebs, 1999). This core institutional knowledge lies in the minds of individuals, specialized communities, and in their connections. As Krebs (1998) stated, “An organization’s data is found in its computer systems, but a company’s intelligence is found in its biological and social systems.” Highly developed computer networks must exist to support the social and pro-fessional networks of people in today’s fluid and adaptive organiza-tions—not social and professional networks in place to support computer networks. Krebs (1999) asked, “If knowledge is power, what is connected knowledge?” The Relationship Economy operates on the strengths and complexities of a variety of connections. The economic

 

 

34 Chapter 3: The Knowledge Factors  considerations of networks have no place for independent (i.e., uncon-nected) objects whether they are individuals, teams, or computers (Krebs, 1999).

All individuals, communities, systems, and business assets are intercon-nected in the evolving economic Web. In The Relationship Economy, each network actor (individual, team, or organization) affects and is affected by each of the others, and each is an integral part of a larger network. In this interconnected network, we must strategically manage the time we spend improving the connections between our assets, as they affect the larger organization (Krebs, 1999).

 

Conclusion

Social networks enable interactive exchanges of information at tre-mendously accelerated rates. These exchanges facilitate collaborative sharing and learning, which in turn facilitates new knowledge. However, knowledge is an evolving (and often collective) matter, and the tail of learning through social networks is long and robust, beyond the capability of current measures. We are experiencing changes today that outpace anything used before to predict the speed of change.

What individuals, communities, institutions, and society generally will learn from the phenomena of social networks and the acceleration of human exchange is just beginning. The history of human interaction and communication demonstrates the extent to which value is gained, and the affect of individually identifying, examining, and sharing new knowledge for the benefit of the community.

The innovations created by our collective imaginations will implode many of the realities of today. Social networks are already pushing our thoughts to the fringe, where the tipping point of knowledge will emerge and the economics of a new era in humanity will be born: The Relation-ship Economy.
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4 The Relationship Factors

Jay T. Deragon

 

The paradigm change we will encounter in The

Relationship Economy is best summarized in the

phrase, “Markets are Conversations” (Levine,

Locke, Searls, and Weinberger, 2000). This

phrase suggests that changes will be required

from organizations as they respond to the new

marketplace environment. The authors assert

that the Internet is unlike the ordinary media used

in mass marketing campaigns because it enables

people to have “human-to-human” conversations,

which have the potential to transform traditional

business practices radically (Levine et al., 2000). 

The biggest wedge in the social pie in The Rela-

tionship Economy is that of relationships.

Customers have an influence on prices, but only

in the form of aggregate demand. The rates at

which they buy or do not buy something deter-

mines what price the market will bear—in a

system where “market” means aggregate

demand, manifested in prices paid and quantities

sold. The economic system is viewed mostly

through the prism of price, which is seen as the

outcome of tug-of-war between supply and

demand. 

 

The Emergence of The Relationship Economy  39  Sociologists are now producing studies around the dynamics of rela-tionships and economics. Brayden King, professor of sociology at BYU writes, “One of the central themes of economic sociology is that rela-tionships matter to market functioning.” The theme is captured most succinctly with the “markets-as-networks” tag. Markets are just a special kind of network—one in which relationships facilitate trading of assets. However, sociologists are not alone in their efforts to analyze the relational aspects of markets. Economists and finance scholars are actually doing quite a bit of network research that is not being picked up by economic sociologists. For example, an article in the June 2007 issue of The Journal of Finance, “Reputation Effects in Trading on the New York Stock Exchange,” argues that relationships between traders and brokers in the New York Stock Exchange lower trading costs. The study also demonstrates, rather nicely, that social networks help people lower the costs of doing business. 

Most network studies focus on the revenue side, but the Dean of the Yale School of Management, Joel Podolny (2005), maintains that the gains associated with certain structural properties like status or reputa-tion may be mostly due to cost cutting. High-status investment banks hire the best employees at a lower cost than their lower-status compet-itors. Securities specialists with good reputations have lower trading costs. If a stockbroker cuts all ties with his or her colleagues, he or she will have to begin rebuilding his or her reputation with a completely new set of traders. Thus, cutting old ties and forming new relationships is costly. 

Now enter social networking mediums and the related dynamics, according to Podolny. The use of a medium creates a significant shift in one’s ability to have multiple conversations, and now expanding and building relationships is no longer a costly process; in fact, it is accel-erated.

 

Determining the Intrinsic Value of The 

Relationship Economy 

Traditional definitions of economics drive most current theories of value. Right now, we are on the crest of expanding the definition of economics and creating a new theory for the intrinsic value of relationships.

 

40 Chapter 4: The Relationship Factors  An intrinsic theory of value in any theory of value economics holds that the value of an object, good, or service is intrinsic or contained in the item itself. Most such theories look to the process of producing an item, and the costs involved in that process, as a measure of the item’s intrinsic value.

Intrinsic value, therefore, is the argument that the value of a product is inherent within the product, rather than dependent on the buyer’s per-ception. In commodity markets, the intrinsic value of money, as a com-modity, can be partially or entirely due to the desirable features of it as a medium of exchange and a store of value.

Inserting the definitions into The Relationship Economy, the intrinsic value of a relationship between two people is what we as individuals produce as value for others and society as a whole. By using network-ing as the medium of exchange, we are producing value, mostly for those with whom we have relationships (connections), and in many cases, for those with whom we are not “connected.” 

The value of the relationship is categorized into four elements of the in-dividual, and may be of one dimension or a combination:

•   Economic

•   Intellectual 

•   Emotional 

•   Spiritual

The intrinsic value of relationships is the giving we provide to others for their gain. How much we give and produce for others determines the features of our relationships and the store of our value (Shuman and Twombly, 2006). 

Giving is measured by the attributes of the four elements previously defined. 

If we build taxonomy of value using these four elements, we can then establish measures that can be quantified by the market, which is defined as, those to whom we are connected and social networks. Those who produce the most intrinsic value are those who give the most value and contribute to the overall Relationship Economy.

 

The Emergence of The Relationship Economy  41  Given that such a “system” could be built and measured, can you imagine the impact globally? We, the founding members of The Rela-tionship Economy, could create a wave of value creation that appeals to the very essence of human nature, giving and gaining measurable results. The results, individually and collectively, could create a com-pletely new economic exchange very similar to existing stock exchanges that are the foundation of the global economy.

Imagine YOU, as a brand listed on the Relationship Stock Exchange, with a price per share that is determined by the very attributes described above. Instead of producing traditional profits and losses, your brand only produces measurable gains, or losses, for others measured in the four elements previously discussed.

Considering the state of the world in which each of us lives—with war, terrorism, global unrest, and economic uncertainty, in addition to rapid change brought on by technology—we have the ability to create the wave of change based on relationships, one-to-one, then to millions.

We have the ability to “change our world,” and the power of numbers can accelerate the change if we create a common vision and execute our deliverables with consideration toward moving forward with that vision. King Solomon once said, “Without vision the people perish.” 

When we talk about the subject matter of the creation of The Relation-ship Economy, we cover a series of analyses regarding the emergence of it. The new economy is facilitated by the convergence of technolog-ical mediums aimed at enabling transactions of economic value through relationships.

We can visually see the values of our relationships by using the Rela-tionship Matrix.
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The Relationship Matrix 

The relationship matrix is used to consider one relationship factor with another as well as the subsequent value proposition aimed at producing a result. Individuals, institutions, organizations and govern-ments within the matrix define the results. Results can also be defined by the interaction of all relationships collectively. Our initial analysis identified the first of many factors currently influencing the emergence of The Relationship Economy. Taken within a matrix, the combined factors illustrate the potential of over 400 possible interactions that both define and impact results. 
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The purpose of the matrix is to provide a basis for market segments of The Relationship Economy to define which factors provide the most influence to achieve a desired result. Using other management tools such as a prioritization matrix, affinity diagramming, and systemic mapping of the organization can help strategically align the organiza-tion. By using these tools, the alignment of relationships and efforts to maximize opportunities is executed with clarity of purpose and in context to achieve specific goals. The dynamics of the current “network-ing space” is filled with reactionary responses to the stimulus of oppor-tunity fueled by both the hype and the adoption of users to the new medium. The most influential factor for success is the ability to leverage multiple factors within the matrix, and it is imperative to do so expedi-tiously.
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5 The Networked Factors

Scott Allen

 

Anthropologist Robin Dunbar (1992), through his

research on primate brain size and social

behavior, theorized that as primate brains evolve,

they become larger in order to handle the unique

complexities of larger social groups. Humans,

with the largest brain size, also have the largest

expected group size—about 150 people. In other

words, our brains are hard-wired to handle a

maximum of about 150 close relationships—peo-

ple whose names and faces we remember and

immediately recognize, or those we miss if we do

not see them for an extended period. As Dunbar

described it, these are the people you would not

feel embarrassed about joining uninvited for a

drink if you bumped into them at a bar (1992).

Clearly, 150 is a very low number of close connec-

tions for active business people. The typical busi-

nessperson will work closely with that many

coworkers, clients, vendors, business partners,

and industry colleagues within a couple of years,

and many times more than that over the course of

his or her career. Add to that one’s close personal

relationships through family, school, social, and

civic activities, and it easily runs into the high

hundreds or several thousand. According to a

May 2007 report from social software vendor

 

The Emergence of The Relationship Economy  45  Plaxo, “The average Plaxo address book has 203 contacts, although it is not uncommon for individuals to use Plaxo to stay in touch with several thousand contacts” (Plaxo, 2007).

Social software enhances not only our ability to build a very large network of extremely weak ties, but also our ability to push the envelope of our close ties; we want to treat more people the same way we treat the 150 that our brain can handle. Social software provides a sort of “distributed cognition” by reminding us of facts, faces, history, and other useful contextual information for our interpersonal interac-tions. That said, there are still functional limits, and because of the trade-offs that exist between the many factors, the challenge of figuring out ideal networking practices is not one of maximization, but rather one of optimization.
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The Forest and the Trees

Some individuals may not realize that there is a tendency for organizations to look at forests (networks) and individuals to look at trees (individual relationships). It is important for organizational leaders to remember that networks consist of individual relationships, and that any effective strategy for leveraging social networks, whether virtual or in-person, must include strategies for creating, building, and sustaining

 

46 Chapter 5: The Networked Factors  individual relationships. People are not just nodes on a network map, and attempts to automate relationship management that ignore this factor can be dehumanizing and sometimes backfire.

At the same time, individuals will derive more benefits from their network if they think strategically about building and sustaining their network in aggregate rather than just focusing solely on the individual relationships.

 

The Seven Keys to a Powerful Network

In their book, The Virtual Handshake: Opening Doors and Closing Deals Online, David Teten and Scott Allen introduced their “Seven Keys to a Powerful Network:”

1. Character: Your integrity, clarity of motives, consistency of behavior,

openness, discretion, and trustworthiness. This is the real content of your character, and it is how each acquaintance perceives your character.

2. Competence: Your ability to walk your talk; your demonstrated

capability. It includes functional knowledge and skills, interpersonal skills, and judgment. Similarly, this is driven by both the real level of your competence and the level at which acquaintances view your competence.

3. Relevance: The acquaintance’s value to you, defined as the

acquaintance’s ability to contribute to your own goals. The acquain-tance’s relevance is driven by the value of the acquaintance’s own network. 

4. Information: The data that you have about the acquaintance. First

are the basic coordinates: e-mail address, phone numbers, family information, and so on. Additional, highly valuable information includes professional background, career advancement, coworker attitudes about you, and likes and dislikes.

5. Strength: The closeness of the relationship between you and your

acquaintance. This reflects the degree of trust and reciprocity.

6. Number: How many people you know directly, including both strong

and weak ties.
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profession, industry, and hierarchical position. In addition, your network should ideally be diverse by age, sex, ethnicity, political orientation, and so on. 


(Teten and Allen, 2005) 

The Virtual Handshake describes these seven keys in detail, which is not duplicated here, but below are additional observations not covered in that publication.

The first and foremost issue is that while there is no practical maximum for each of these keys on its own (along whatever scale it is measured), each of them takes time to grow. 

• Increasing your network’s perception of your character and

building stronger relationships typically requires spending time being of service to members of your network or in communities in which they also participate.

• Demonstrating your competence requires you to spend time

publishing, speaking, and communicating your expertise, as well as time in professional development to maintain and grow your knowledge and skills.

• The time spent obtaining and managing information about your

network grows linearly in proportion to the number of people in your network.

• Meeting people and building relationships take time, of course.

Moreover, the people who are relevant to your current business objectives are typically homogenous. The people you meet who are immediately relevant are not diverse.

Because all of these keys are constrained by time, it is impossible to maximize all of them. If you have time to meet ten people, you should consider whether they are all going to be immediately relevant and ho-mogenous, diverse, or lie somewhere in the middle. If you have an hour to spend on relationships, you should determine whether you spend it reaching several hundred or several thousand people, writing a blog post and demonstrating your competence, or reviewing one friend’s manu-script and strengthening that relationship which might increase your pro-fessional competence by acquiring new knowledge. 

 

48 Chapter 5: The Networked Factors  A common misconception among many newcomers to social media and social networking is that it is all about numbers. They add as many friends as possible on social networking sites, measure the success of their blogs based on number of unique visitors, and answer as many questions as possible on forums such as on LinkedIn Answers to increase their visibility.

However, these activities all have trade-offs. A key factor in networking is the action threshold. The action threshold is the level of relationship strength that is required for the person to take action on your behalf, either reactively or proactively. Simply put, the better people know you, the more willing they are to do more for you (and you for them). If you are making a request of them, the strength required is proportional to the risk and effort involved in the task. If you want people to act on your behalf without asking, then the relationship has to be even stronger. 

If the strength of a given relationship is not above the action threshold, the cost of obtaining and maintaining it, no matter how small, exceeds the value if that relationship has little potential to evolve. This is when and why it is important to look at it from the perspective of the overall network. We need to consider the value of a particular relationship. Thinking strategically affords the objectivity necessary to filter your re-lationship options; thus, you will be able to recognize and invest time in relationships that you believe will ultimately rise above the action threshold. 

It is arguable that relationships you do not pursue might be potentially useful contacts in the future, but that is the point of social networking sites—you do not have to be directly connected with people in order to be able to locate and communicate with them later. The entire mem-bership of a social networking site is “potential” connections. Dion Hinchcliffe provides a depiction of the correlations between current and potential connections established by push or pull and their potential maximum value.
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Push vs. Pull Establishment

of Connections
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Number of Nodes:    8

Potential Maximum Value (by Power Law)

Metcalfe’s Law:    60

Odlyzko & Tilly’s Law:    16.6

Reed’s Law:   247

 

Dion Hinchcliffe, Copyright © 2008

Figure 1: Network Effects (Dion Hinchcliffe, 2008)

Therefore, as stated earlier, the challenge of developing an effective strategy for social media and social networking participation is not one of maximization, but one of optimization. Each individual user will have an optimal balance of the seven keys at any given point in time, depending on his or her current objectives. Someone selling enterprise

 

50 Chapter 5: The Networked Factors  software to Fortune 500 clients will need a small number of people but will require higher credibility and stronger relationships with them, while someone marketing information products will want to reach a large number of people with an emphasis on professional competence.

Proper use of the seven keys framework allows individuals to do something that most networking methodologies fail to do: clearly align networking activities with business objectives.

[image: ]

 

Network Topology

Contrary to popular opinion, a “closed” network is not necessarily one in which access to membership is tightly controlled, either explicitly or implicitly. A closed network is one in which everyone is so tightly connected that no member can easily avoid being noticed by others. For example, if you make a major mistake at work, odds are that most

 

The Emergence of The Relationship Economy  51  of your co-workers will know about it, but your family probably will not, unless you tell them. Each of those is a closed network and you are the bridge filling the structural hole between them.

Despite the apparent openness of networks provided by large social networking services and the advocacy of total openness by some modern networking evangelists, there are actually many advantages to closed networks, and they will continue to serve a valuable purpose. Some of the benefits of closed networks include:

1. Information benefits: Information deteriorates in quality as it

passes through more steps. In a closed network, you have multiple ways to access the same information, which makes it more likely that you will get accurate information.

2. Control benefits: In a closed network, it is easier to create both

positive and negative social consequences for members, which in turn builds trust among members. You are less likely to cheat your customers if they have a user group in which they share experiences and compare notes because that abuse could hurt your relationships with other customers.

3. Relationship benefits: A closed network typically has a stronger

sense of common identity based on shared experiences and shared purpose. Being a classmate from a small high school in which everybody knew each other is usually a stronger tie than being a classmate from a large university.

Human beings have an instinctive desire to connect with others who have similar interests, in small groups. Closed networks are a healthy and natural part of our human existence.

In fact, the ability to create closed networks easily differentiates con-temporary social networking sites from earlier Web-based communi-ties. In traditional Web communities, the site creators pre-determine discussion forum categories to prevent redundancy. However, in social networking sites, anyone who wants to create a group, can do so. As a result, you might easily end up with proliferation of groups, such as an “entrepreneurs” group, a “small business” group, a “small business owners” group, a “small business issues” group, and so on, each with its own unique flavor defined by the creator of the group and evolved over time by its members. 

 

52 Chapter 5: The Networked Factors  Ideally, you become a member of many closed networks. This makes you a bridge in the structural holes between these networks within the larger network. As a bridge, you become a valuable source of informa-tion for other members of your closed networks. In some cases, being able to control that flow at your discretion may have value as well.

In The Virtual Handshake, the authors make the following recommen-dation:

We recommend that you seek opportunities to place yourself in structural holes. For example, inter-organizational working groups, joint ventures, and industry lobbying groups are all excellent venues for you to become a new connection between groups.

Filling a structural hole can be very lucrative, monetarily and in social capital. Executive recruiters, investment bankers, and other 

professional middle people make a healthy living bridging these holes. Even if you do not charge money for making those 

connections, being known as the “go-to guy” for connections to a particular group of people is highly advantageous. (Teten and Allen, 2005, p. 16)

 

The Network Effect

Why all of this emphasis on networks? What makes them so intriguing? In two words: exponential math.

As a concrete example, with approximately 500 direct connections on one popular social networking Web site, you will typically have access to 150,000-200,000 people at two degrees and 3-4 million people at three degrees, i.e., people who are a friend of a friend of a friend.

On the other hand, in an open system, you can post something in your blog or a discussion forum that hundreds or thousands of people will read. If the information you share is valuable, then some of them will share it with their connections. If they are bridge connectors, they may share it with other groups as well.

 

The Emergence of The Relationship Economy  53  In practice, the network effect is rarely quite as spectacular as the raw math might suggest because of some of the constraints mentioned above. It takes time for people to relay messages, and unless the perceived value to them exceeds the time and effort cost of doing so, they will not do it.

It is important not to overtax networks. Demanding too much effort and attention from them will reduce the efficacy of the channel and eventu-ally shut it down entirely.

 

Conclusion

Human beings are the constituent parts of social networks. Neverthe-less, there is strategic value in looking at relationships taken together as a network. Understanding and applying both network topology and the “Seven Keys to a Powerful Network” (Teten and Allen, 2005) allows individuals to better align their networking activities with their business objectives, improve their focus, and get better results with less effort.
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6 The Technology Factors

Scott Allen
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A critical factor in understanding the relationship

of technology to The Relationship Economy is the

fact that most users do not adopt a new technolo-

gy or service directly because of the technological

features. Technology attracts early adopters, and

the mainstream typically follows.

Consider a case in point: the mass migration of

users from Friendster to MySpace in 2004-2005.

To the casual observer, Friendster and MySpace

may offer similar functionality. The key difference

is that the technology on MySpace enabled

freedom of expression and individuality, while

that of Friendster was restrictive and conforming.

As such, the musicians and artists who wanted to

 

The Emergence of The Relationship Economy  55  express themselves more freely were attracted to MySpace. Once they started to move, their fans started to move, and from there it was a domino effect (Boyd, 2006).

Another critical factor is that the technology does not have to be radically innovative and enable new functionality in order to hit a tipping point and move toward widespread adoption. Often, all it takes is a better mousetrap. As communications researcher Everett Rogers (1995) discussed, one of the criteria that individuals use in their decisions to adopt a new technology is its complexity, or conversely, its simplicity. Technological advances, which result in simplified process-es, spur widespread adoption.

Blogging is a prime example. Blogging software is simplified such that someone who possesses a minimal knowledge of Web design can use it. To illustrate the change this software brings about, consider the following scenario: You read something online which you want to comment on, with quotes, and share with your friends and business as-sociates. Using pre-blogging tools, that process would take over 30 discrete steps. With blogging, it takes three. 

A third critical factor is the trend toward consolidation. While there may be a large number of content and information sources available, histor-ically there has been a significant trend towards consolidating those for the user. Email previously required users to log in separately to each email system in which they participated in order to check messages. Then came email clients that handled multiple systems through a common interface. Blogs were first read as Web sites (and many still do), but the advent of RSS readers allowed users to consolidate every-thing to a common inbox. While they may visit the Web site to read the full content, the RSS reader provides a single tool for first-pass infor-mation filtering.

With these factors in mind, the following are the major technology trends we see with regard to The Relationship Economy. All of these technologies currently exist, but most are in the very early stages and have not yet seen widespread mainstream adoption.
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One of the most significant barriers to participating in any new virtual community is the time it takes to set up a robust profile and re-establish relationship data. For several years, the “holy grail” of identity manage-ment has been to have a unified or federated identity system, which would allow single sign-on between multiple systems. However, com-petitive concerns and technological complexity have prevented the widespread adoption of such a solution. 

There are a substantial number of competing standards in this area, but it has become clear that a single widely accepted standard is unlikely to occur any time soon. Currently, the trend is toward a federated approach—using standards-based protocols to enable one application to assert the identity of a user to another, thereby avoiding the need for redundant authentication. The two most promising tech-nologies in this area are SAML, the open standard developed by OASIS and the Liberty Alliance, and WS-Federation, co-developed by BEA Systems, BMC Software, CA, Inc., IBM, Layer 7 Technologies, Mi-crosoft, Novell, and VeriSign.

We estimate that widespread adoption of these federated authentica-tion mechanisms is still three to five years away. In the meantime, business opportunities exist for services that simplify identity manage-ment from the user’s perspective. If a user is willing to provide his or her user ID and password to a third party aggregator service, that service can then log in to multiple services as the user and manage the user’s profile and relationship information from a single interface.

Current players in this space include:

•   8hands

•   iStalkr

•   Minggl

•   MyLifeBrand

•   Naymz

•   PeopleAggregator

•   Profilactic

•   ProfileFly

•   ProfileLinker
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•   ProfileOmat

•   Second Brain

•   Snag

•   Socialnetwork.in

•   Socialstream

•   SocialURL

•   Spokeo

•   Tabber

•   UpScoop

 

Content and Data Syndication

Another significant time drain on the individual participant in social software is the matter of content syndication. Copy/paste sounds simple enough, but if you are writing several pieces of content daily and participating in multiple sites, that becomes both a cost- and time-pro-hibitive task. RSS is meant to address this, but while the use of RSS has become widespread, there are still several needs not well met by the current technologies.

For example, how can the typical user display RSS-sourced content from their external blog in their social networking profile? Historically, there has been no way to embed server-side code and while there are Javascript and Flash-based solutions, most sites do not allow Javas-cript and many (particularly business-oriented sites) do not allow Flash. However, new technologies such as Facebook’s API (Applica-tion Programming Interface) and Google’s OpenSocial initiative are rapidly changing this. What about displaying that content in the sidebar of the blog? Code for it is readily available, but it is still not “blog-sim-ple” for the non-technical user.

Moreover, what about more interactive applications, such as calen-dars, task lists, contact management and so on? Currently, the most common solution in this area is Flash widgets. Widgetbox.com offers the largest directory of widgets available, as well as allowing users to configure and manage widgets for specific applications or content sources. SpringWidgets is one of the most innovative players in the space, offering a widget development platform for both Web and desktop.

 

58 Chapter 6: The Technology Factors  While widgets offer an interim solution, they are not the ideal long-term solution. The requirement for Flash limits their portability, as well as their display flexibility. The more robust solution is for sites to offer an open Application Programming Interface (API). At a minimum, an API allows developers to create applications for accessing a site’s data and primary functionality. A more robust API will allow developers to create embedded applications for use within the site.

One of the most prominent examples of the potential for an open API is Facebook, which made their API public in August 2006. As of February 2008, there are more than 15,000 embedded applications available within Facebook. Another major innovator in the API space is Ning, an application that allows users to build their own social networks for free (or private-label them for a small fee). The success of Facebook’s API program has sent other networking sites scrambling, with most of the major players making some kind of announcement at least hinting at an API of their own.

In light of the fact that APIs are much easier to build in than to add on, it is our strong recommendation that any new offering in the social software space at this point must include an API at the time of launch in order to gain traction.

 

Enterprise Integration

The factors mentioned above are required first steps toward enterprise integration. Social network tools that focus on the enterprise, such as Spoke Software, Leverage Software, Visible Path, and Contact Network Corporation, have built their applications with enterprise inte-gration in mind. However, they have not garnered the widespread consumer and small business adoption that certain public networks, such as LinkedIn and Facebook have garnered. Although consumers, potential employees, and small business partners will not be easily reached on a large scale through closed network systems (such as those mentioned above), this does not diminish the value of those tools—they just do not reach the open marketplace as effectively.

 

The Emergence of The Relationship Economy  59  We expect to see a trend in enterprise integration, and it could come from either of two sources: the enterprise network vendors who are de-veloping integrations with the public networks as they make APIs avail-able, or from the public networking sites making integrations available with other enterprise systems such as CRM and enterprise portals.

 

User Data Ownership

In the industry analysis of social networking services, there is much talk regarding the intrinsic value of the user’s data. Sites have been reluctant to open up access to their data because they realize it is a core asset.

The reality, though, is that users own their data—users own the content they produce. As part of the user agreement, they may grant the site certain rights, such as the ability to use content for promotional purposes, but users can easily take their data away and move it to another service with relative ease. The only thing generally preventing it is the time-consuming aspect, which becomes even more daunting the more heavily vested a user becomes in a particular site.

As the money involved in the social networking space becomes more and more visible in the news, users are starting to wonder a) where their share of that revenue is, and b) whether they want to entrust ownership of their data to a third-party service, particularly one from which they are unable to easily retrieve it.

This is creating two important trends: revenue sharing and open data.

 

Revenue Sharing

A growing number of services are offering various forms of revenue sharing with content producers, and in some cases active users who are not content producers. A variety of models exist, including the insertion of the user’s Google Adsense codes in pages they create, points and rewards systems for user participation, and direct compen-sation for page views or for recruiting members. Another interesting new direction coming to the forefront is the enablement of ad insertions into audio and video, which allows members to earn ad revenue re-gardless of where they post their media.
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The profile aggregators mentioned above still have one fundamental problem: While they simplify data entry and maintenance, the user’s data is still stored in a third-party proprietary system. 

A solution to this and one of the most interesting social networking concepts is SocialGrid. SocialGrid is a social networking site, but the data is stored on the user’s own site as metadata using an open standard (users can store their data on SocialGrid if they do not have their own site). Structured searches are performed using public search engines against the metadata.

A more complex problem is the portability of relationship data. There is not a single “social graph” in existence that is comprehensive, decentral-ized, and non-proprietary. There are, however, XML standards that would support it, and an informal working group has started collaborating on the issue. 

 

Web Conferencing/Real-time Collaboration

Web conferencing has been around since the late 1990’s and in wide-spread use for the past few years. However, it has still not experienced the kind of ultra-low-cost or even zero-cost disruption that Skype brought to voice communications or services such as FreeConference.com and FreeConferenceCall.com brought to voice conferencing. There are a rel-atively small number of companies that have sufficient need to cost-justify purchasing unlimited usage, and at the going rates of $0.25-$0.50 per minute per user, routine daily usage is cost-prohibitive.

There are vendors moving into this space, but they do not have much traction yet. Some promising newcomers at a disruptively low price point include Unite (which runs on top of Skype), Talking Communities, VoxWire and WebTrain. For those willing to install software on their own server, Teamslide and DimDim (open source) offer inexpensive al-ternatives. Another particularly interesting development in this space is Ojeez, a business-networking site that offers its users Web conferenc-ing as part of its premium service package for less than $10 a month.

 

The Emergence of The Relationship Economy  61

[image: ]

Software Agents

 

As individuals and companies become engaged in The Relationship Economy, the challenge gradually shifts from that of finding opportunity to filtering it. There are well over a billion people online to meet—more than 17 million businesspeople on LinkedIn alone. There are terabytes

 

62 Chapter 6: The Technology Factors  upon terabytes of social media content available. While it is not difficult to find people to meet, blogs to read, or discussions to participate in, it is difficult to find highly relevant people, content, and conversations.

Intelligent agents are highly customizable search routines that execute across multiple data sources and deliver search results to one of the user’s existing inboxes, e.g., email or RSS. The various blog search engines all provide the ability to subscribe to search results via RSS. The challenge is searching other content sources, such as private dis-cussion forums, groups within social networking sites, and in particular, networking profiles. These present special challenges because an in-dividual search typically needs to be more structured, e.g., “find people in my city who used to work for XYZ Company as a manager or higher.” Simple text search functions do not accommodate this specificity.

What we envision, as an example, are social networking software agents that, based on easily defined parameters, could provide a daily list of recommended new people to meet, existing contacts with whom to confer, blog posts to read, and forum discussions in which to partic-ipate. Such tools would allow both individual and corporate users to realize a dramatic increase in productivity in the use of social software. While such tools are beginning to appear within enterprise portals, there is not yet a consumer version that is functional across multiple sites available. We believe that this represents an excellent opportunity for the first movers in the space.

 

Conclusion

The recent surge in popularity of social media and social networking has created a wealth of opportunity and a renewed interest in the im-portance of one-to-one relationships not merely for the sake of the re-lationship alone, but for the purpose of accomplishment—be it personal goals, career development, or business objectives. A wide array of tools now exists to provide entirely new functionality in a social context—shared calendars, shared task lists, shared life goals, shared media, and so on.

Ironically, while the tools themselves are simple, the management of activities and identity across multiple services has created its own com-plexity. The primary technological challenge and related opportunity

 

The Emergence of The Relationship Economy  63  right now, particularly for business users, is in helping users manage this complexity and enabling users to be productive in leveraging their relationships to accomplish their personal and business objectives.
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7 The Economic Factors

Jay T. Deragon

 

In The Relationship Economy, gain is driven by

the value of our relationships and by the quality of

our transactions. The “system” with which we

build relationship capital creates economic

rewards that come in many different forms. As

The Relationship Economy matures, finding op-

portunities to achieve monetary gain will be limited

to those who understand these core factors that

create value—the quality and quantity of relation-

ships formed in the social networking space, and

the mediums used to facilitate those relationships.

When considering the future implications of social

networking it is evident that collaborative technol-

ogies, such as platforms and software, will

converge to form custom-designed personal

network portals, which will provide enhanced ca-

pabilities for both personal and professional

purposes. The benefits of a virtual work environ-

ment have already been illustrated and provided,

yet future technological enhancements will accel-

erate these benefits for all parties—individuals,

companies, governments, and organizations.
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RELATIONSHIP ECONOMICS – WITH WHOM  & WHAT 
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According to WorldCom’s “Meetings in America III: A Study of the Virtual Workforce in 2001”:

The number one reason professionals want to participate in virtual teams more frequently is simple: increased productivity. For example, as the size of the virtual workforce in America today is growing, so is the likely impact on productivity and profitability for organizations. More than 90 percent of those surveyed agree (35% agree and 56% strongly agree) that virtual meetings save time and money. (Meetings, 2001)

 

66 Chapter 7: The Economic Factors  In addition, Dr. Jaclyn Kostner, author of Virtual Leadership (1994), concurs that individuals are learning how to leverage virtual networks and association. 

Consider what we have at our disposal today: 

•   Unprecedented access to information and people.

• Technological communications tools that enable a virtual presence,

including audio, video and text.

• Collaborative tools for virtual group dynamics and exchanges of

information and knowledge.

• Mobile lifestyles exploding with integrated applications for virtually

all things we need for working.

• Social networks that enable a reach to resources and richness in

terms of content and exchanges. 

Now consider the personal stresses and collective cost of today’s work environments: 

• Individual fuel and repair cost of commuting and the related

environmental cost. 

• Stress of time spent commuting to and from work, as well as time

away from family. 

•   Personal cost for eating out, dry cleaning, parking, etc.

•   Office cost for employers.

• The cost of employment fatigue and burn-out syndrome on the job.

 

The Emergence of The Relationship Economy  67  Various studies on issues and outcomes of virtual work environments over the last several years reflect that telecommuting and remote man-agement of geographically dispersed employees improve job satisfac-tion, save costs, and boost corporate productivity. Additional discoveries:

• More than two-thirds of American workers surveyed have engaged

in virtual work.

• Nearly half of the workers (46%) are involved in virtual work at least

once a week; 14% do so daily.

• Thirty-one (31%) of those surveyed work in a virtual management

structure, i.e., their immediate manager or staff members are not located in the same office.

• Twenty-seven (27%) work for organizations with formal policies

that encourage virtual work.

• Nearly half (48%) work for organizations that allow virtual work

practices, even if no formal policy exists.

• The vast majority (91%) agree that virtual work saves his or her

company time and money. (Meetings, 2001)

The virtual workplace will become more commonplace, as more adults become familiar with the benefits of social networking for economic rather than personal gains.

In business, we are hired based on what we know and whom we know. What you know is based on your past experiences and education. Whom we know is based on relationships, past, present, and future.

• Joining networks introduces us to relationships that reinforce or

influence our values and beliefs. As we participate in networks, we learn from, and are shaped by our virtual experiences. In the physical world, our relationships—with friends, society, jobs and family—expand as we grow. Some people learn through the process of developing relationships, while some repeat what they have learned and fail to grow.
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• In the virtual world, our relationships grow through participation.

Some of us learn through the process and some try to force what they learned in the physical world onto the virtual world.

• In the virtual world, we strive for presence and self-improvement—

economic, physical, intellectual, political, spiritual, and emotional.

• As we strive to gain more, we tend to repeat the experiences of the

past and not gain, or we learn to change, and subsequently, gain more.

Now move to the framework of The Relationship Economy. Your personal networking portal removes the intermediary from your news source, and you are the distribution channel for products and services with which you have an affinity and will endorse. The advertisers will be chasing those individuals whose personal network portal shows his or her profile, traffic, and reach. Advertisers will pay premium dollars to get their products listed and endorsed on such personal networks.

Many of us currently sell products and services in exchange for economic value. The future of The Relationship Economy will be based on “value taken vs. value given.” In a world connected to everything ev-erywhere, we as individuals have the ability to profile and exchange our value and our values. Already in today’s market, we are seeing an exchange of value in terms of relationship introductions and the process of using the means for job recruitment. Job recruiters make money from placements, an old model of exchange for value that human resource departments have adopted as a better method to internal staffing and screening. Now we will combine the old models of value exchange with a new one. 

In the new model of the “networked world,” we buy tokens of economic value. When someone provides us value, it is assumed and expected, but not written in contract form, that the receiver would reward us according to the perceptions of our value to him or her. The receiver would simply credit our token account with a value they deem appro-priate for the benefit gained. In turn, we would do the same for those that deliver us value.

Because the technology of the networked world provides us with the luxury of efficiency and effectiveness, we are able to produce value to the degree we choose; some will work overtime because others will

 

The Emergence of The Relationship Economy  69  compensate them for their ability to produce, while others will receive and not compensate. The latter will be identified quickly as takers, not givers, and the entire network will know the difference. The global exchange of value ignites competitive propositions, but the rewards provided are an individual choice, not unlike today’s market of products and services. Deliver value and you gain customers; deliver defects and you lose them.

The Relationship Economy will create new mediums, new measures, and accelerated exchanges that will displace traditional mediums and totally disrupt and displace existing paradigms. A new world order, which is driven by value exchanges and relationships, will emerge, and humanity will learn to adapt or lose. Those companies and individuals that do not adapt and create value will be identified and set apart from the larger network very quickly. Value migration will build momentum and create economic significance, individually and collectively.
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8 The Systemic Factors

Jay T. Deragon

 

The Relationship Economy will require transfor-

mation of knowledge, management, media, tech-

nology, and individual participation. The prevailing

cultures that are driving all business must

undergo transformation.

The inner “system” of relationship networks

cannot be understood without context. The trans-

formation to The Relationship Economy requires

an outside view and understanding of systems

and relationships. There are two individuals who

have developed long-standing principles in this

area: Peter Senge and W. Edwards Deming. One

of the well-known theories for systemic thinking

was developed by Senge. In addition, The

Deming System of Profound Knowledge arose

which provides a map of theory by which to un-

derstand the dynamics of a networked world

(Deming, 1986).

Profound knowledge in the world of social network

mediums is the never-ending process of learning

the dynamics and applying the learning to new

theories of knowledge. It is gained from aware-

ness, observation, and interactions created by

new mediums that are constantly produced in a

networked world. The first step is transformation

of the individual (Deming, 1986). 
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Figure 2: LINKED: The New Science of Networks 

 

(Barabási, 2002)

 

Unlike previous transformations that started at the top, this transforma-tion is starting at the bottom, one-to-one individually, then to millions. Leadership from the bottom ensures massive adoption and fuels changes at the top. This transformation is already underway and is ex-tensive. It comes from understanding and adoption of a new system that includes processes, dynamics, and technology, and is driven by the four parts of profound knowledge—systemic thinking, understand-ing variation, psychology, and use of data.

As individuals understand the new system of profound knowledge, they will be transformed and will apply new meaning and its principles to their lives, events, abilities, and interactions with people. Profound knowledge will provide individuals with the confidence in their
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When an individual begins to understand the system, he or she can contribute to the body of knowledge for the masses to learn from and apply, including:

1. Setting an example of participation in the networked world. 

2. Learning the dynamics and assumed rules and roles of a

networked world. 

3. Continually teaching others how to succeed in the networked

world. 

4. Helping people, organizations, institutions, and governments to

pull away from their current practices and beliefs and move into the new system without reservations about past actions.

The precepts of profound knowledge listed below are interrelated and have an impact on an individual’s contribution: 

1. Appreciation for a system of relationship networks. 

2. Knowledge about variation of networks and their subsequent

value.

3. Theory of knowledge, i.e., what is being discovered and applied as

the basis for future advancement of the networked world.

4. Psychology of how people relate and accomplish individual

objectives in a network. 

While most individuals would not label life as a “system of profound knowledge,” they can intuitively identify with the core elements of this system, which draws on the tenets of human behavior and lessons learned from life experiences. Individuals do not need to be particularly proficient in each of these four precepts in order to understand the system and apply it.

Social networking is viewed as problematic and disruptive for many people in traditional business circles. They cannot, or will not, see the dynamics unfolding before their eyes. Awareness of networks and

 

The Emergence of The Relationship Economy  73  networked organizations has reached the mainstream of the busi-ness-publishing world, as evidenced in the increasing number of articles in publications such as the Harvard Business Review and the Sloan Management Review.

Many graduate business school programs now teach social network analysis and network theory. Networks exist outside of corporations as well—everyone participates in multiple networks, including the informal family, community, work, and their purely social networks of friends. Then the online social networking phenomenon explodes and tradition-alists are attempting to frame it into how they see things, not how things really are.

The growth of social computing is radically changing old paradigms of media and influence whose reach is disrupting business models and market dynamics. The dynamics of change will accelerate with every new technical innovation to the medium of social networks, thus further empowering the individual to become the major influence over the masses vs. the traditional media.

The horizontal flow, citizen-to-citizen, is as real and consequential as the vertical one. The “former audience” is noted American technology writer Dan Gillmor’s term for us. It refers to the owners and operators of tools that were once exclusively used by media people to capture and hold our attention. 

Jay Rosen, Associate Professor and former chair, New York University’s Department of Journalism writes, “The people formerly known as the audience wish to inform media people of our existence, and of a shift in power that goes with the platform shift you’ve all heard about” (2006). He further defines such people as “…those who were on the receiving end of a media system that ran one way, in a broadcasting pattern, with high entry fees and a few firms competing to speak very loudly while the rest of the population listened in isolation from one another—and who today are not in a situation like that at all” (2006).

In categorizing the use of blogs, Rosen refers to the mechanical printing press as the predecessor to blogs. “Once they were your printing presses; now that humble device, the blog, has given the press

 

74 Chapter 8: The Systemic Factors  to us. That is why blogs have been called little First Amendment machines. They extend freedom of the press to more actors. Once it was your radio station, broadcasting on your frequency” (2006).

“Now that brilliant invention, podcasting, gives radio to us. And we have found more uses for it than we ever did. Shooting, editing and distrib-uting video once belonged to them, Big Media. Only they could afford to reach a TV audience built in their own image. Now video is coming into the user’s hands, and audience-building by former members of the audience is alive and well on the Web” (Rosen, 2006).

“We were once (exclusively) the editors of the news, choosing what ran on the front page. Now we can edit the news, and our choices send items to our own front pages. A highly centralized media system had connected people up to big social agencies and centers of power but not across to each other” (Rosen, 2006).

Jeff Jarvis (2004), a former media executive, says, “Give the people control of media, they will use it. The corollary: Do not give the people control of media, and you will lose. Whenever citizens can exercise control, they will.”

Tom Curley, CEO of the Associated Press, has explained this to his people: “The users are deciding what the point of their engagement will be—what application, what device, what time, what place.” We graduate from wanting media when we want it, to wanting it without the filler, to wanting media to be significantly better than it is, to publishing and broadcasting ourselves when it meets a need or sounds like fun (Stokes, 2003).

Mark Thompson, Director-General of the BBC, has a term for us: The Active Audience (“who doesn’t want to just sit there but to take part, debate, create, communicate, and share”) (Rosen, 2006). Another in-fluential person in the space, Rupert Murdoch, says, “They want control over their media, instead of being controlled by it” (Speech, 2005).

 

The Emergence of The Relationship Economy  75  The audience has been considered by those working in the media as “eyeballs.” This is evidenced by John Fithian, President of the National Association of Theater Owners in the U.S who stated, “There is always a new challenge coming along for the eyeballs of our customers.” (cited in Lyman, 2001).
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Hank Grebe, 2007

Fithian, Ann Kirschner (entrepreneur and academic), and others who speak to the subject of the audience and its impact on media should know that operators had an exaggerated sense of their own power and mastery over others, which was the historical product of a media system that gave its power not to the audience but to the media oper-ators. New media is undoing the power struggle of the past. Some operators involved in networking are building their own media, their own network, and many see things as they are while waiting for others to see the same.

 

76 Chapter 8: The Systemic Factors  Media operators do not own the eyeballs. The public—formerly known as the audience—are now more visible, less fictional, more able, and less predictable. Regardless of their apparent aversion to change, media management is nonetheless faced with a transformation and should welcome this transformation and change. Nevertheless, Rosen hit the issues spot on. He sees the dynamics as they are and not the way they were. 

Transition and transformation occurs from generation to generation, as well. Anais Nin said, “Each friend represents a world in us, a world possibly not born until they arrive, and it is only by this meeting that a new world is born.”

The Systemic Factors emerging on the landscape are best categorized as:

1. Enablement of individuals to create, distribute and monetize

content.

2. Connectivity of people, processes and economic exchanges.

3. Disruptive technological advances that accelerate social, political,

organizational and economic change.

4. Constant change and discovery of how the new media both creates

new models and destroys old ones.

The Relationship Economy will emerge from those who see things as they are—and can be—versus where they were. Maintaining a view of the market as a system, and understanding what are the inter-connect-ed factors influencing systemic outcomes is the starting point of a process, resulting in economic gains.
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9 The Cultural Factors Matthew Hodgson*

 

The Internet is a pervasive communications

medium. In the last decade alone, this medium

has facilitated a level of interpersonal interaction

that has not been seen in the last ten thousand

years of human social evolution. It is a medium

like no other, enabling people from different

cultures around the globe to communicate with

one another, share information, and build com-

mercial or interest-based relationships and

personal friendships (Cummings, Butler, and

Kraut, 2002; Preece and Maloney-Krichmar,

2005).

Today, out of nearly 6.5 billion people on the

planet, over 1 billion people use the Internet

(Internet Usage, 2007), and approximately half of

these visit Web sites that facilitate social interac-

tion and networking (Ipsos Insight, 2007). 

 

* Matthew Hodgson is the Regional-Lead for Web and 

Information Management with SMS Management & 

Technology Limited, Canberra, Australia.
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Figure 3: Frequency of Visitation: Social Networking Sites 

(Ipsos, 2007)

Online activity involves millions of us from cultures across the globe. Whether at play or work, people from many different cultures maintain their professional connections through LinkedIn, collaborate through MySpace, share multimedia by using YouTube, form virtual networks and communities of practice in Facebook, send short messages to each other through Twitter, and contribute to thinking and global knowledge through media ranging from personal blogs to Wikipedia. 

The desire to connect with others through social networking sites is a pan-cultural trend. Data from both the blogsphere, as measured by Technorati and Wikipedia, shows significant participation by a diverse range of cultures. While the global growth in this media, for example in blogging, continues to double from year-to-year, the cultures repre-sented by Technorati’s top ten languages list as shown in Table 1 has remained relatively constant. (Sifry, 2006).
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Country           Q4 2005     Q2 2006     Q3 2006     Q4 2006

Chinese               25%         12%        10%         8%

Dutch                  1%         1%         0%         0%

English                  25%         38%         39%         36%

French                 2%         2%         2%         2%

German              1%        1%        1%        1%

Italian                        3%            2%            2%            3%

Japanese              31%        32%        33%        37%

Portuguese              3%          2%         2%         2%

Russian                0%         2%         2%         2%

Spanish                 4%          3%         3%         3%

Other                   5%          5%          6%          6%

 

It is obvious that such activity occurs on a truly global scale, and aspects of our physical culture may influence the decisions that guide our adoption and interaction behavior in the virtual world. 

Socioeconomic factors—education, employment, income, health— contribute to Internet usage (Taylor, Zhu, Dekkers, and Marshall, 2003). When countries are categorized according to their status of economic development (United Nations, 2005), so as to separate the effect of socioeconomic factors, other factors that contribute to the adoption of social networking can then begin to emerge. 

As access to high-speed Internet increases, adoption of social net-working tools occurs faster in developing countries than in developed countries. This suggests that there are other factors at play, perhaps at a cultural level between countries, which differentiate usage behavior.
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Figure 4: Social Networking Usage Against High-Speed 

 

Internet Access for Developing and Developed Countries

 

The term culture is difficult to define because it encompasses many things. It includes behavior, both observed and implied, that is acquired, shared, and adopted by others (Kroeber and Kluckhohn, 1952) through social learning (Bandura, 1977), and exhibited through symbolism, art, science, and even religion (Hofstede, 2005). 

Geert Hofstede is a noted Dutch author on national and organizational culture. For nearly three decades, Hofstede’s 1980 work on cultural dimensions has formed the basis for quantifying these aspects of culture (Hofstede, 1991). His work is also highly relevant to Web design (Marcus and Gould, 2000; Robbins and Stylianou, 2002) and aspects of Web-based communication (Tsikriktsis, 2002; Wilson, et al., 2002), making it ideal for assessment of social behavior online.

With regard to social relationships, Basabe and Ros (2005) suggest that Individualism/Collectivism and Power-Distance are the two most important dimensions for differentiating nations and cultures.

 

82 Chapter 9: The Cultural Factors  Hofstede (2003) defines these two cultural dimensions in the following ways:

a. “Individualism/Collectivism: Represent the degree to which

individuals are integrated into groups. On the individualist side, we find societies in which the ties between individuals are loose: everyone is expected to look after himself or her-self and his or her immediate family. On the collectivist side, we find societies in which people from birth onwards are inte-grated into strong, cohesive in-groups, often extended fami-lies (with uncles, aunts and grandparents) which continue protecting them in exchange for unquestioning loyalty. The word ‘collectivism’ in this sense has no political meaning: it refers to the group, not to the state. Again, the issue ad-dressed by this dimension is an extremely fundamental one, regarding all societies in the world.”

b. “Power-Distance: The extent to which the less powerful

members of organizations and institutions (like the family) ac-cept and expect that power is distributed unequally. This rep-resents inequality (more versus less), but defined from below, not from above. It suggests that a society’s level of inequality is endorsed by the followers as much as by the leaders. Pow-er and inequality, of course, are extremely fundamental facts of any society and anybody with some international experi-ence will be aware that ‘all societies are unequal, but some are more unequal than others.’”

Basabe and Ros (2005) add that Hofstede’s Individualism dimension refers to the relative priority given to the person or the group (often the extended family). A meta-analysis by Oyserman, Coon, and Kemmelmeier (2002) shows that core aspects of individualist beliefs are:

•   Personal independence

•   Uniqueness

•   Competition

•   Personal achievement and success

•   Introspection
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• Emphasis on internal attributes rather than other people’s opinions 

and indications

Hofstede typically describes cultures with low Individualism scores as Collectivist. These cultures do not encourage focusing attention on the inner self, and they believe the most salient features of emotional ex-perience are external. Hui and Triandis (1986) describe the core aspects of collectivist cultural beliefs as:

• Feeling of involvement in, and contribution to, the lives of others

•   Sharing of material benefits

•   Sharing of nonmaterial resources

• Willingness of the person to accept the opinions and views of 

others

• Concern by a person about the effects of actions or decisions on 

others

•   Concern about self-presentation 

• Belief in the correspondence of own outcomes with the outcomes 

of others

Because social interaction focuses on the group dynamic and at a group level focuses on sharing and is less concerned with personal in-dependence, personal achievement, and competition, it can be expected that those cultures low on Hofstede’s Individualism Index will use social network Web sites more than those cultures high on the In-dividualism Index.

In high Power-Distance cultures, an important emotional distance separates subordinates from authorities. Respect and formal deference for higher status people (e.g., parents, elders, and even government offi-cials) are valued. The Power-Distance dimension relates to the way power is organized in society in general, including differential rewards between high and low status people. Basabe and Ros (2005, p. 190) refer to low Power-Distance scores as “egalitarian.” This suggests that egalitarian countries like Finland, Sweden, Denmark, Iceland, Australia, Netherlands, and Canada (Kragh and Bislev, 2004) can score high on Individualism while still believing strongly in the collective good and work collectively. With respect to use of social network Web sites, low

 

84 Chapter 9: The Cultural Factors  Power-Distance cultures (i.e., high levels of egality) are therefore expected to have higher usage than high Power-Distance cultures. 

To investigate the nuances of meaning within Hofstede’s Individualism and Power-Distance, Basabe and Ros (2005) correlated the two factors against similar measures within the cross-cultural psychology literature as shown in Table 2. Again, this shows that egalitarianism is highly correlated with Individualism and negatively correlated with Power-Distance.

 

Table 2: Correlations between Hofstede’s Definitions and Other Cultural Factors (Basabe and Ross, 2005)

Individualism  Power-Distance

(Hofstede) (Hofstede)

Conservatism (Schwartz)                  -.44*                .37*

Hierarchy (Schwartz)                       -.44*                .21

Affective Autonomy (Schwartz)              .35*               -.50*

Intellectual Autonomy (Schwartz)            .36*                -.30#

Egalitarian Commitment (Schwartz)          .46*               -.35*

Egalitarian Commitment                     .54*               -.58* (Trompenaars)

Utilitarian Involvement                         .42*                 -.14 (Trompenaars)

Post-materialism (Inglehart)                  .64*                -.60*

Note: Pearson product-moment coefficients across nations. A high number on each variable denotes a high score on the variable in question.

* p ≤. 05 (two-tailed) #p ≤.10 (two-tailed).

 

Using status of economic development (UNCTAD Handbook of Statis-tics, 2007) as the primary differentiator, significant correlations result when examining cultures on Individualism-Collectivism and Power-Distance scales.

 

The Emergence of The Relationship Economy  85

[image: ]

Figure 5: Social Networking Usage and Individualism for 

 

Developing and Developed Countries

 

Overall, Collectivist developing countries usage of social networking sites is greater than that of Individualist developed countries: a result that is consistent with Hofstede’s definitions and his cultural dimen-sions index.

Developing countries who are less Individualist are more likely to use social networking Web sites (                        2 y = -0.916x + 71.214, R = 0.5519). In contrast, in developed countries those who are more Individualist are more likely to use social networking Web sites (y = 0.3853x - 5.5885, R2 = 0.692).

Certain studies show that both France and Germany have relatively low adoption of social networking sites. Given that each country has a score of approximately 70 on Individualism, Kemp et al.’s (2007) research is confirmed by the preceding figure. 

 

86 Chapter 9: The Cultural Factors  A possible reason for the opposite effect seen in Individualism is the interaction with Schwartz’s (1994) Egalitarian Commitment factors, both of which are positively correlated with Hofstede’s Individualism di-mension. It may also be the result of another factor: Power-Distance. 
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Figure 6: Social Networking Usage and Power-Distance for 

Developing and Developed Countries

 

When investigating Power-Distance, the results reflect an overall trend: as Power-Distance increases, use of social networking sites decreases. This is consistent with Hofstede’s definition when taking Basabe and Ros’ (2005) comments on egality into consideration.

For developing countries, those who are relatively low on Power-Dis-tance (e.g., Korea) are more likely to use social networking sites than those who are relatively high on Power-Distance (e.g., Mexico and China) (                        2 y = -1.4496x + 149.4, R = 0.6884).

Developed countries show a similar relationship, with Power-Distance having a strong effect on use of social networking sites 

(                                  2 y = -0.3718x + 40.335, R = 0.7472).

 

The Emergence of The Relationship Economy  87  Overall, these results show that all cultures use social networking sites, but that Collectivist cultures’ participation is higher overall than Individ-ualist cultures. This is to be expected, given the collectivist focus on group interaction and sharing and less on personal independence. It is likely, though, that strong social egalitarian traits within certain Individ-ualist cultures, reflected as low Power-Distance, account for their usage.

When examining resultant behavior on Individualism and Power-Dis-tance, studies of interactions with Wikipedia (Pfeil, Zaphiris, and Ang, 2006) demonstrate the following:

 

Table 3: Summary of Correlations of Behavior in Wikipedia 

(2006) by Cultural Dimension

Behavior                 Power-Distance        Individualism

Add Information                                      -0.98 (p=0.008)

Clarify Information                                       -0.69 (p=0.155)

Delete Information            -0.72 (p=0.142)

Delete Link                   -0.91 (p=0.047)

Fix Link                                                  0.84 (p=0.082)

Grammar                                   0.67 (p=0.163)

Mark-up Language

Spelling                        0.64 (p=0.180)           0.57 (p=0.215) 

 

Pfeil and others (2006) showed a significant negative correlation between the Power-Distance Index and the category Delete Link, as well as a similar trend in Delete Information. It suggests that cultures with a high Power-Distance Index, such as the French, are likely to feel uncomfortable about deleting others’ efforts. In a work context, this could suggest that it would be advisable not to expect or require this of people from cultures with high Power-Distance Index in collaborative, online work. 
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While the world around us is shrinking from a communications vantage point, and the nature versus nurture debate continues, common sense tells us that we are all products of our culture. Culture influences all aspects of our lives, from morals and ethics, to religion, language, and even use of the Internet and the new world of social networking that it brings. These studies show that social networking is not a culturally neutral space, but that differences in behavior across cultures can be observed and measured, giving rise to implications regarding how aspects of collaborative online work are influenced by cultural differ-ences.

Hofstede’s work is a reminder that we are still witness to an emerging global culture. Both the differences and similarities between cultures are important to recognize if we are to continue to break down both the virtual and physical barriers between us and learn to connect to one another. 
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10 The Influence Factors

Scott Allen
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The Emergence of The Relationship Economy  93  Everett Rogers’ Diffusion of Innovations (2003) is a standard text in the social sciences for looking at how innovations—new technologies—are adopted (or rejected) within social groups. We believe that it comple-ments and serves as a significant reference point for many popular books on the marketing of innovative products, including Geoffrey Moore’s Crossing the Chasm and Malcolm Gladwell’s The Tipping Point.

In the book, Rogers (2003) discusses five “perceived characteristics of innovations”—things considered by individuals that affect their potential to move from awareness to adoption:

•   Relative advantage is the degree to which an innovation is

perceived as being better than the idea it supersedes.

•   Compatibility is the degree to which an innovation is perceived to

be consistent with the existing values, past experiences, and needs of potential adopters.

•   Complexity is the degree to which an innovation is perceived as

difficult to use [We will reverse this and refer to “simplicity,” so that a higher score in all five areas means more likely adoption].

•   Trialability is the opportunity to experiment with the innovation on

a limited basis.

•   Observability is the degree to which the results of an innovation

are visible to others.

 

Relative Advantage

In The Relationship Economy, we must realize that social networking sites are not just competing against each other but also against anything and everything vying for the consumer’s attention: television, movies, general Web surfing, time with family and friends, work, etc. Social networking sites must offer a relative advantage compared to anything else the consumer could be doing with his or her time.

 

94 Chapter 10: The Influence Factors  Among younger users, social networking actually tops the list. In a 2007 study commissioned by MySpace, when asked the question, “If you had 15 minutes of time, which activity would you most like to do?” social networking users age 14-29 said:

17% – Check out social networking sites

17% – Talk on the cell phone

14% – Watch TV

10% – Surf the Web generally

  9% – Play video game

  8% – Instant Message

  7% – Listen to an MP3 player

  1% – Listen to the radio

Note: These data do not total 100%. It is possible that the remainder reported as “no preference.”

(Never Ending Friending Research Summary, 2007)

 

Business Networks and Business Applications

Adult users typically have additional needs beyond socialization, including finding a job, making money, and accomplishing business and personal tasks.

A business has presence in a network through its people. A business network is a group of people that have some type of commercial rela-tionship, for example, the relationships between boss-employee, buy-er-supplier, and colleague-colleague. Business networks leverage firms’ offerings and advance their reach to prospective buyers. 

Another purpose for a business network is to expand knowledge without extending the users’ time. By utilizing the experiences and knowledge of others within their business network, users can work more efficiently in their areas of expertise. As business becomes increasingly globalized, there is a strong need for business networking to take place on a virtual level. There are a myriad of social networking tools that have been created to fulfill these needs. Together with software, which provides
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The advantage of social media in corporations is an undeniable evolution in our corporate world. Well-connected people and well-net-worked companies are more successful. Organizations with deeper alliances and partnerships lead over the ones that work on their own. However, as the design and current profiles within today’s social networks evolve to be more business friendly, we will see mass adoption of social media by businesses.

One of the pre-eminent social networking sites, LinkedIn, is one of the most used business networks precisely because of its focus on produc-tivity. There are no tools for socializing just for the sake of socializing. It is not an open dialog that permits debate, but it allows questions, answers, and clarifications of the question by the original poster. Intro-duction requests are required to state a specific business purpose in-cluding:

•   Career opportunities

•   Expertise requests

•   Consulting offers

•   Business deals

•   New ventures

•   Personal reference requests

•   Job inquiries

•   Requests to reconnect

Another growing social networking site, Facebook, is also seeing expansion in the area of business applications, and a look at the most popular confirms that meeting basic physiological and safety needs, i.e., finding jobs and earning money, are primary foci.

One of the newest applications is Business 3.0. 

 

96 Chapter 10: The Influence Factors  Business 3.0 was launched on Facebook in order to provide business with a presence. Facebook is the first of the social networking sites to offer Business 3.0 and others are in various stages of implementation. Each business that registers on Business 3.0 will have its own business profile, which will include a listing of its products and services, links to business representatives, and e-commerce engines for people to exchange products and services. The rules for business profiling will be different from those for individual profiles. The rules of the game have changed yet again.

Business 3.0 has two major roles. First, it allows businesses to have profiles. Secondly, in the case of Facebook, users can search for a par-ticular business or products from the Business 3.0 application. Adding this application, Facebook users have the ability to search quickly to the business profile they are seeking.

Social networks are quickly becoming ripe ground for businesses to directly market and sell their products and services to people and other businesses. While many may say that is already true today, the differ-ence is that businesses are able to have a direct vs. indirect presence within networks. Business 3.0 will enable businesses to connect with other businesses.

Enabling businesses to have and manage their own profiles within networks and to exchange goods and services may be the process that further ignites the media to be more than a “social network.” Many busi-nesses spend thousands of dollars to attend and have a presence at trade shows and conventions throughout any given year. Social networks allow a virtual 24/7 trade show at a fraction of the cost.

Business 3.0 represents an application with magnitude. A small developer is moving faster than the larger ones and continues to develop innovative products. It represents just another “link” in place to usher in The Relationship Economy.

 

Virtual and Face-to-face Interactions

In addition to beginning to address the needs of businesses through either applications or other features, social networking services compete even more directly with face-to-face networking for partici-
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However, Teten and Allen (2005) argue in The Virtual Handshake that virtual interaction is not inherently inferior, it is just different, and that virtual interaction offers certain advantages over face-to-face:

• Higher Character: You are more likely to be honest, thoughtful, and

reflective in your communications in a way that is difficult face-to-face. You can avoid the impulsive emotional responses that often happen face-to-face. You are less likely to be put on the spot in a virtual communication. At the same time, people sometimes will attack one another online in a way they would not do in person.

• Competency: You appear more competent because you can

carefully design your responses to accommodate another person’s interests. You can simultaneously instant message your colleagues, look up facts in an online encyclopedia or search engine, and use other online resources to increase the appearance of competence. You cannot easily access all those useful resources when talking with people face-to-face (although even that is changing, thanks to the growth of mobile Internet access).

• You can focus your interactions on higher-relevance people. In a

face-to-face event, you may spend hours talking with people who are of questionable relevance to your goals. Online, the transition costs are lower; you can simply move on to the most immediately relevant people.

• Simply because you are meeting virtually, you may be able to move

more rapidly to a high-strength relationship. You know a great deal about the other person, therefore you have less of a need to spend time on small talk. You also likely selected each other based on common interests and a good business fit. On the other hand, Robert Putnam, author and political scientist, argues that, “the richer the medium of communication, the more sociable, personal, trusting, and friendly the encounter” (Putnam, 2000, p. 176).
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• You can provide better information to people. Because much of the

communication is happening in writing, all parties are forced to be clear, and they tend to be more frank.

• You can manage a larger number of relationships by maintaining a

basic level of communication with many people. You can communicate simultaneously with thousands of people without having to be a skilled public speaker.

• Even if you sometimes feel awkward meeting people who are

different from you, virtual communications allow you to build a far more diverse network. This is particularly true because you may not even be aware of the physical traits of people you meet virtually. However, online networks may be more homogeneous than face-to-face networks in their participants’ interests and values.

 

Opportunities

Services will have to offer functionality or content that helps people ac-complish specific objectives in order to stand out from a swarm of MySpace clones. Simply being niche is not enough on its own. Some promising areas for business functionality that are enhanced by inte-gration with social media include:

•   Web conferencing

•   Calendars

•   Event management

•   Project management

•   Job search/recruiting

•   Contact management

• Integrated marketing such as email campaigns, newsletters, etc.

•   Document collaboration •   Private virtual workspaces •   Open innovation

•   Finding investors or loans •   Making money
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•   Weight loss/fitness

•   Life goals

•   Household/ personal inventory management •   Calendars

•   Personal development/self-improvement •   Pet care

Please note the emphasis on functionality or content. A site does not necessarily have to provide new technological functionality in order to attract and engage people if it has content that is focused on helping people accomplish goals. For example, a facilitated discussion forum focused on business planning could perhaps be even more effective than simply offering a business plan tool within a site for entrepreneurs.

The key is to focus not just on delivering information or an application, but helping users put it to good business use. Another largely untapped opportunity is for sites to offer free training on how to use their service to accomplish specific tasks. Consider, for example, how Home Depot offers free home improvement workshops. Modifying and applying this model in the social networking space may significantly improve both initial adoption rates and engagement/retention rates.

One of the most important recent developments in this area is the growth of revenue sharing models. Seeing the financial success of ad-supported sites like MySpace and YouTube, many of the users who produce the content and generate the activity that fuels those revenue models are wondering where their share of revenue is, and a growing number of sites are stepping up to the plate to offer it to them. Some of the revenue sharing models currently tested in the marketplace are:

• Direct compensation to content producers for traffic to the content

they create (Revver, Helium)

• Enabling users to receive advertising revenue directly (Flixya,

HubPages)

• Ecommerce enablement for sharing premium media (FreeIQ)
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• Network marketing, sharing a portion of premium services with the

member’s upline (DirectMatches, Friends Win)

•   Stock sharing (Ojeez)

• Points and rewards system for blended participation (Gather)

Larger businesses currently using the most popular sites purely for marketing purposes will have no compelling reason to switch to reve-nue-sharing services, as they are making their money from back-end sales. However, consumers sharing content “just for fun” and even small business owners producing content will be the early adopters of revenue sharing services.

 

Compatibility

Compatibility is a measure of how well the innovation fits within the existing belief systems and values of potential adopters. This manifests itself in the context of virtual networking in a couple of different ways.

As stated above, one of the most oft-cited objections to virtual network-ing is that many people believe that “real,” i.e., strong, relationships require face-to-face interaction. In spite of seeing the relative advan-tages, many users are still resistant.

A more complex issue surfaces when a site’s functionality does not match with users’ expectations of proper social etiquette or functional-ity. Let us consider some examples:

• The mass migration from Friendster to MySpace was triggered by

a combination of these two issues. Friendster did not give users the capability to personalize their profile—a capability readily available with personal Web pages. Friendster also did not offer any kind of group functionality, and when users began creating fake profiles as a primitive sort of group functionality, Friendster shut them down.

• Ryze and LinkedIn both received a mixed reaction when they

introduced functionality showing users who had visited their profile. Some users felt it was more like the physical world, in which you
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could see people walking by, while others felt it was a violation of the paradigm of anonymous web surfing (e.g., while Amazon may know what customers viewed a particular book, the author and publisher of the book do not have access to that information).

• The necessity to reinvite your contacts into each new service you

join caused somewhat of a backlash among those people who only wanted to join one or two sites. This gave rise to the term “snam,” short for “social networking spam,” to refer to the unwanted high volume of invitations from numerous people to join numerous sites (imagine having even 150 friends wanting to connect with you on 10 sites).

• Several sites, including Zero Degrees (now defunct), Doostang,

and most recently Quechup, have gone overboard with their efforts to automate the process of inviting people, making it basically a one-click process to invite your entire email address book. The problem is that most people’s address books include many people who are not necessarily close friends—they may be someone with whom you had a one-time correspondence, a former employer with whom you are not on good terms, or even a distribution list such as a Yahoo! Group (the largest LinkedIn-related Yahoo! Group frequently receives invitation connections to various sites).

The issue in each of these cases is that the functionality of the site differed substantially from the user’s expectations based on either social behavioral norms or other Web applications.

 

Opportunities

People’s beliefs and value systems typically do not change quickly. The most effective means for overcoming resistance in these areas is education on the relative advantages, particularly in ways that subtly demonstrate errors in the existing beliefs. For example, educating members on the advantages of virtual interaction could help overcome resistance from people who have a very strong preference for face-to-face interaction.
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• Many users view pre-written “canned” invitations provided by the

site as impersonal and dehumanizing. Allowing, or even forcing, users to create their own personal invitation message might require a little more effort on their part, but it makes the whole process much more compatible with existing social behavior paradigms.

• Users should have a high degree of control over what personal

information is displayed to whom, who can contact them and for what purposes, their visibility when browsing others’ profiles, etc.

We recommend reviewing major new functionality in this context before implementation.

 

Simplicity & Trialability

Most social networking sites are relatively simple to try—fill out a basic registration form, confirm your email address, and you are accepted. The potential downside of an easy registration process, though, is that effective engagement in a virtual social network typically requires more than simply group interaction—it requires the creation of a user profile and establishing connections, mostly with people the user already knows who are also members.

When viewed from the perspective of a single site, the trialability issue seems trivial, but when considering that a user may be a member of a dozen or more sites, and that this will only continue to grow as social software becomes integral to commerce sites, it becomes a major issue. This is particularly true for sites in which participation will be light to moderate, such as brand-sponsored communities, as users will be judging whether the relative value of participation exceeds the time cost of becoming fully engaged in the site.
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Opportunities

The primary challenge is to make the establishment of user identity and relationship data as simple as possible, in order that users can start realizing the full benefits of membership as soon as possible.

Currently, the most common solution is to provide the ability to import contacts from an email address book, identify those that are also members of the service, and send them a connection request. Some sites also allow members to invite contacts from their address book to the service. While this does simplify the process, as described earlier, making it too simple presents its own set of problems.

One important factor to consider when targeting business users is that many businesses do not use Web-based mail systems such as GMail, AOL, Yahoo! Mail or Hotmail as their business email system. Function-ality should be included to import contacts from Outlook or an export from a contact management or CRM system. An even better solution is to provide a direct integration into these systems, as LinkedIn has done with their Outlook plug-in.

There are better solutions currently available that are increasing in popularity. New services entering the marketplace or those looking to increase membership should consider using one of the technologies, such as federated identity management, that simplifies the process of creating a profile. Developing technologies in portability of social network data will further improve this area.

Regarding premium services, both the “freemium” model (free basic service with a premium service offered on a subscription basis) and the free trial model, as well as models blending the two, have proven effec-tive. The biggest concern in both cases is the “ghost town effect” that occurs when the free membership is so highly restricted as to cause users to stop participation.
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We may not be successful in increasing or maintaining the number of paying subscribers for our social networking services. Only a small percentage of members initially registering for our social net-working services sign up for a paid subscription at the time of reg-istration. As a result, our ability to generate subscription revenue is highly dependent on our ability to convince free members to return to our Web sites and become paying subscribers. The number of free members returning to our Web sites has been decreasing, and if we were to continue to experience such decreases, it would likely adversely impact our number of paying subscribers.

Although we have recently experienced an increase in the number of paying subscribers, this trend may not continue. Most of our paying subscribers elect to purchase our services as a result of a limited number of features. For example, we believe that our recently introduced Classmates digital guestbook feature is re-sponsible for a significant portion of the increase in our new pay accounts since the end of 2006. If our social networking pay features are not as compelling and we do not stay current with evolving consumer trends, our free members may not subscribe for our pay features. Any decrease in our conversion rate of free members into paying subscribers could adversely affect our business and financial results.

Since the beginning of 2006, an average of four to six percent of our paying subscribers each month decides not to renew their sub-scriptions, which we refer to as “churn.” The level of churn we ex-perience fluctuates from quarter to quarter due to a variety of factors, including our mix of subscription terms, which affects the timing of subscription expirations. We must continually add new subscribers both to replace subscribers who elect not to renew their subscriptions and to grow our business beyond our current subscriber base. (SEC, 2007)

 

The Emergence of The Relationship Economy  105  Many users have criticized Classmates’ highly restrictive free function-ality, which allows members to establish profiles, search for other members, and read public message boards; posting messages or con-tacting other members requires a premium membership. Other sites with similar models, such as Ecademy, have garnered similar criticism. While there is nothing inherently wrong with this business model, it may generate more customer ill will than those with less restrictive free membership functionality.

We recommend that unless compelling ROI can be demonstrated in other ways, companies offer a free level of basic membership that has sufficient functionality to keep people engaged on an ongoing basis. This not only creates customer goodwill, but also generally offers increased value to premium members by having a larger pool of engaged users available for search and interaction.

 

Observability

Clearly, a user knows if he or she has received a tangible benefit such as finding a job or making a sale because of his or her participation. However, until a major transaction results, how can they see progress because of their activities? Moreover, how do users learn about the successes of others who are using the system?

LinkedIn provides a visual metric that allows users to measure their progress:

[image: ]

 

Figure 7: Screen Shot from LinkedIn
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Opportunities

Revenue sharing, as described earlier, is a concrete way to provide ob-servable benefits from active participation. Offer incentives for people to engage in the behavior that you want them to engage in either on an ongoing basis or as a single campaign. For example, a campaign by Gather offered $20 Borders gift certificates for successfully inviting five new people to join.

Another underutilized opportunity is to show aggregate performance metrics. These help give hope to users who have not experienced concrete results. For example, InnerSell and Ecademy both prominent-ly feature testimonials on their home page such as:

•   “Thanks to InnerSell I have a new $50,000 customer.”

• “I closed a deal with first year revenues of $50,000 within a week

of getting the InnerSell lead.”

•   “InnerSell has boosted my business by 25%.”

• “I have made directly or indirectly over £10,000 through Ecademy

since I joined.”

Most sites do not have this, and we have been unable to locate one reporting any kind of aggregate success metrics.

Contrast this with, for example, eHarmony. On its main site navigation, there is a link to a page featuring dozens of success stories, and their “Why eHarmony” page, also linked in the main navigation, proudly pro-claims, “90 eHarmony members get married every single day.”

Sites can significantly differentiate themselves by tracking and publicly reporting user success metrics as well as anecdotal success stories.
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Many new sites use a “bells and whistles” approach or target a specific niche in order to find a substantial user base. We believe, though, that in this increasingly competitive marketplace, understanding the complex and often unspoken needs of users is essential—not only in the messaging used to attract users but also in site design and content plan-ning—in order to keep users engaged and encourage word-of-mouth marketing to grow membership. Revenue sharing and the collection and publication of performance metrics are two of the most important oppor-tunities for companies to differentiate themselves.
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11 The Media Factors Jay T. Deragon

 

The Relationship Economy is causing a shift in

thinking of not only the value of relationships, but

also in determining the significance of the

multitude of networks that are increasing in

strength and intensity every single day of the

year.

eMarketer, a Market Research on E-Business


and Online Marketing service, estimates that in

2007, companies will spend more than $1 billion

worldwide—on social network advertising alone.

Although the lead players, MySpace and

Facebook, are expected to continue their strong

performance, hundreds of new social networking

sites will give them competition. No longer can

smaller, decentralized networks be dismissed as

fads that will simply initially flourish and then sub-

sequently fizzle (eMarketer, 2007).

“The Social Network Marketing Report” analyzes

the trends that are driving new competitors into

one of the hottest advertising spaces on the

Internet. Since eMarketer published its first report

on social network marketing, companies have

latched on with almost religious fervor onto the

notion that consumers want to be socially
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However, is there enough interest among consumers in social network-ing to support so many ventures? Reports suggest this is indeed the case.

Even analysts do not recognize that soon much of this ad revenue will be going to individuals who emerge as the market makers by leverag-ing their own personal networking portals for products and services to others and by being a natural advertising venue for related brands.

Your best hope is scattering your portion of content ubiquitously throughout the Web and on all new devices to use Netizens’ paths to grab brief attention. For marketers, it is a direct-response medium.

Companies whose traditional approach is massive brand-building ad-vertising are on-line, pitted against companies whose only advertising is a direct sales pitch. Internet media to date has best served the di-rect-response world, with 80 percent of dollar spending. There is no way to measure next month’s return, let alone next quarter’s or next year’s return, by the actions marketers take today on the Web. Moreover, brand marketers, in the absence of proof, have largely just stayed away (ironic, because they spend billions off-line, sometimes with little proof of effectiveness).

As brand-marketing looks poised to ramp up intensity, tensions are growing between the needs of brand-advertising and direct-response advertising, and all marketers are seeking new ways to use the Internet that can transcend the traditional brand versus direct-response calculus. How do you organize to engage in the individual conversa-tions promised by the medium and demanded by the consumer? How does a marketer operate within an environment that is simultaneously global and hyper-targeted, while the relentless drumbeat for improved returns on investments keeps average chief marketing officers’ tenures to less than 24 months?

The answer to this shifting audience relationship is for advertisers and marketers to focus on you: YOUR brand, not theirs. 

 

110 Chapter 11: The Media Factors  The Relationship Economy will usher in a new era of mediums for ad-vertisers seeking to match their product/service with an affinity of your brand’s preferences and privileges. As individuals further the creation of their brands, on numerous social networks, their connections and conversations provide specific data that identifies an audience with specific affinities to specific branded products and services—an adver-tiser’s dream of target marketing.

Market research firm, Compete, Inc., (2007) released a report on the convergence of social networking and e-commerce. The report, “s-commerce: beyond MySpace and YouTube,” finds consumer visits to social networking sites have increased 109 percent since January 2004, and page views per visitor have grown by 414 percent in the same time period. Social networkers, according to the report, spend less time viewing traditional media. Those same social networkers have more discretionary income and a greater penchant for online shopping than non-social networking site users (Nelson, 2006).

“Some marketers are going to advertise on MySpace and YouTube because they are the two easiest places to go. That will be an obvious choice. But the return on investment isn’t going to be any better than traditional customer acquisition campaigns,” said Ross Dawson (2007), strategy consultant, bestselling author, and CEO of consulting firm Advanced Human Technologies. “It’s stupid to just advertise on MySpace and assume you are a social marketer. The better thing to do is get your customers associated with your brand,” Dawson said. (Dawson, 2007)

On the other hand, launching a branded social network means competing for a dwindling slice of end users’ attention. Compete, Inc. (2007) found visitors to social networking services are currently involved with an average of three such sites, and would only be willing to add a fourth Web site before losing interest.

Stephen DiMarco, Vice President and Chief Marketing Officer of Compete, Inc., warns others about the future of marketing on social networks: “Already people are starting to become social-saturated. For marketers, there are not going to be as many opportunities as they think there are. So they need to be more creative” (Compete, 2007). The key is to create social Web sites as part of a brand, designed to track customers and listen to them at the same time.

 

The Emergence of The Relationship Economy  111  When you have your own personal network portal, you will control your own network of connections, articles, news, videos, documents, and related media. As an individual with certain affinities, shown by the data in your network, you will be able to indicate what your network (think: contacts) is inclined to purchase at any given time. The value to adver-tisers is by forming a relationship with you and your network with your permission, and is directly proportional to one’s affinities, reach, value, propositions, connections, and profile. If your network creates traffic and establishes connections to like-minded individuals and businesses, then your network is a distribution point of reach. 

 

Table 4: U.S. Weekly Radio Audience Estimated for 2007 

(eMarketer, 2007)

U.S. Weekly Radio Audience Estimated for 2007 

(millions of listeners)

Terrestrial radio                                       282.8

Internet radio                                          29.0

Podcasting                                       7.1

Mobile phone audio streaming                      4.1

High-definition radio                                    0.5

Source: eMarketer, 2007, from Bridge Ratings, Arbitron, Edison

 

In The Relationship Economy, your brand creates commerce through sharing value. Your brand generates revenue, and if someone wants to advertise on the back of your brand, he or she will pay based on your metrics, your value, your reach, and the richness of your relationships.

This new paradigm in advertising models will require advertising exec-utives to rethink their entire approach to The Relationship Economy. They will realize that the best thing for them to do is to get their brand associated with your brand. Then and only then will marketers achieve success in reaching the masses, or the grassroots targets: consumers.
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Ben Macklin, Senior Analyst of the company eMarketer and author of the report “Radio Trends,” says that advertising revenues on Internet radio, satellite radio, podcasting, high-definition radio and mobile devices will surpass spending in traditional radio venues in 2008. The new study concludes, “Traditional radio is rapidly being subsumed into a new, broader sector called ‘audio’” (eMarketer, 2007).

 

Table 5: Media Use Per Day by U.S. Adult Internet Users (eMarketer, 2007)

Media Use Per Day by U.S. Adult Internet Users (January, 2007)

Echo       GenX        Baby        Total Mean 

Media        Boomers     (32-42)     Boomers      Hours/Day

(18-31)                    (42-62)

Internet            3.28         3.00          2.69             2.91

TV            2.73       2.63        2.83          2.78

Radio            1.79        1.88         1.93           1.87

Source: eMarketer, April 2007, from Lumin Collaborative

 

According to Lumin Collaborative, cited in the study, traditional radio is losing its significance in people’s lives. US adults are spending more time each day on the Internet and watching TV than listening to the radio, asserts Macklin. Macklin’s conclusion for advertisers is, “There are...many synergies between radio and the Internet, and for the most part they complement rather than compete with each other” (eMarketer, 2007). 

Therefore, The Relationship Economy and your brand, along with its network, will most likely have advertisers searching for you and, in par-ticular, the best-connected individuals with the highest developed networks, both in quantity and quality, rather than searching for big companies and large advertising firms.
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12 The Gender Factors Carter F. Smith

 

Gender differences will be with us for eternity

and therefore, we need to examine how those

differences will affect an individual’s participation

in The Relationship Economy. Individuals have

dealt with gender differences in a variety of ways

over the years, but only recently have those dif-

ferences been examined seriously in the context

of professional interaction. In order to establish a

framework, we will examine gender differences

here in the context of networking, a critical

element in the lives of all people as we collective-

ly engage The Relationship Economy.
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In the late 1980s, personal social networks were

defined as “a collection of individuals who know

and interact with a particular target individual or

couple” (Defining Social Networks, 2007). In the

 

The Emergence of The Relationship Economy  115  1990s, many studies focused on differences in gender as they related to networking and technology (APC, 1996; Ebben and Kramarae, 1993; Hardings and McGregor, 1996; Huyer, 1997; Moser, 1993; Redwood, 1996; Shade, 1993). As we enter The Relationship Economy in 2008, it is important that we focus specifically on networking using technology. 

In “The Gender Factors,” we examine some of the differences in the ways men and women engage in networking. We will look at how women use technology. We will study networking behavior, and we will attempt to explain the importance of networking—specifically online networking—in The Relationship Economy.

Many of us are experiencing terminology challenges as we explore the online world of social networking. Some use the term “social network-ing” to identify the action of building one’s network, whether in the real or virtual world. Others limit their use of the term to those actions where they are adding and cultivating relationships with friends and acquain-tances they have officially connected with on an online social network-ing site. Others distinguish between the connections made for business and for non-business, personal reasons. 

In order to examine gender differences, we have adopted the following definitions: 

Networking: The action involved in building one’s network of friends and acquaintances, whether for personal or professional reasons (or both).

Online networking: The action involved in building one’s network of friends and/or acquaintances, whether for personal or professional reasons, in the online environment.

 

Differences in How Men and Women Network

When we are involved in group or community activities, do we pay attention to how different people participate in or contribute to the group dynamic? Are there tangible differences based on more than just per-sonality or position? In the traditional family, the gender roles were often easily identified, but how about group interaction in The Relationship Economy—are there differences that we need to consider? Forret and

 

116 Chapter 12: The Gender Factors  Dougherty (2001) recently observed that demographic characteristics including gender, along with personality and attitudinal characteristics were related to our involvement in networking behavior.

Gilligan (1982) observed that in contemporary society, women were seen (and expected to be seen) through lenses that were designed for seeing men. She noted that this view of women was distorted and could not be reconciled without a complete adjustment in the way women are perceived in society (1982). Her observations were not made in the context of the online environment, but her perceptions were valid—at least for the time. Has society made the necessary ad-justment?

Herring (1994) found that men and women participate differently in online discussions. She found that the ethical framework for online communications was different for men than it is for women. Primarily, men were more likely to send angry or insulting messages on discus-sion boards, while women tended to be more accepting of different views in the online forums (1994). 

Herring (1994) observed that men operated with a different value system, under which they assigned greater value to freedom from cen-sorship, open expression, and debate. Women, on the other hand, tended to feel they must be “sensitive to the wishes of all participants for the benefit of the entire community” (Githens, 1996). So how do these drastically different styles ever converge or communicate?

In studies of faculty in higher education before the advent of contem-porary social networking technology, Rothstein and Davey (1995) found that women tended to interact more with women and men tended to interact more with men in their interpersonal networks. They found, though, that despite this tendency towards segregated networks, women did not seem disadvantaged (Rothstein and Davey, 1995). This self-segregation appeared to be chosen, rather than directed. Was there an underlying purpose?

Rothstein and Davey (1995) learned that female faculty received more support from their networks than did men, and they realized the impor-tance of social support more, and worked to extend their networks ac-cordingly. Does this mean that women are inherently better networkers, or could it be that they are better able to recognize the

 

The Emergence of The Relationship Economy  117  need for networking in the first place? Unlike the findings in the education sector, in many business organizations, women were segre-gated from men’s networks and found it more difficult to obtain the benefits that those networks provided (Rothstein and Davey, 1995).

Githens (1996) noted that “Computer-Mediated Communication” (CMC), which is similar to today’s online communications environment, provided an environmental extension of the ways in which human beings already communicated. She noted that this environment was often liberating, and duplicated all the misunderstandings and confusion that took place in the interactions between men and women in everyday life (1996). 

Some of the “differences in communications” seen by Herring (1994), when combined with Githens’ (1996) “misunderstandings and confu-sion” are troublesome when considered in the context of online com-munications.

The subjective nature of appraisal and promotion systems has long been seen as a barrier for women, especially where gender stereotyp-ing persists (Singh, Kumra, and Vinnicombe, 2002). Because women naturally tend to underrate their achievements and often have less con-fidence in their abilities than their managers have for them, women who are assertive and confident are more likely to be evaluated negatively (Singh et al., 2002). So how do these challenges affect networking?
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Both men and women viewed networking as important for career ad-vancement (Singh et al., 2002). Men often see networking as a key and necessary activity—a method with which to enhance their personal and professional reputation; women see networking as central to develop-ing a professional profile and building a reputation as someone who is competent and capable of delivering (2002). These two views may initially seem similar, except that the men did not address the same concerns for demonstrating competence within their network. There was some concern expressed that networking was not a natural activity for women (2002). 

 

Could it be that we are living out the traditional roles that we feel were assigned to us at birth? It is known that girls play most often in twos, while boys often play in groups or teams (Singh et al., 2002). The tra-ditional feminine role encourages the display of emotional dependence on others, while the male role encourages strength and individuality (2002). 

Men may be more motivated to use their networking to achieve career goals (Hetty van Emmerik, Euwema, Geschiere, and Schouten, 2006). Would that explain the differences we see in networking strategy? Hetty van Emmerik et al. (2006) examined gender differences in both

 

The Emergence of The Relationship Economy  119  formal and informal network participation and found that it was posi-tively associated with career satisfaction, and found that career satis-faction appeared stronger for men than for women. (Hetty van Emmerik et al., 2006). Does this mean that women would be more satisfied with their careers if they did more networking? Surely, there is a place for both roles in The Relationship Economy. 

 

Women and Technology

A decade ago, Advancing Women Inc. (AWI) reported that it was critical for women to be connected to the Internet in order to access the available news, research, and information, as well as to have the op-portunity to debate, communicate, and engage in the intellectual growth and stimulation—all of which interaction with new technology brings (AWI, 1998). Note that the ability to successfully network online depends (as before) on access (Srinivas, 2007).

Perhaps part of the problem is that women are often seen as simply consumers of information and services—not as providers or genera-tors (Srinivas, 2007). What would cause this perception to change? Much of the recent developments in the realm of networking are tech-nology-based. As such, it is essential that sufficient access to technol-ogy is available in traditional education. 

Smith’s (2005) study found no differences between men and women regarding access to technology courses, but identified notable differ-ences in the number of such courses taken by women. This suggested that the education system’s ability to provide access to computer and information technology courses may (ultimately) serve to bridge the gap between men and women in this area, but we are still left wondering how (or if) to close the gap sooner.

Perhaps if more women were involved in the technology sector, a shift would naturally occur. It appears that women may avoid technology positions based on deeply entrenched negative stereotypes. Although females possess the ability to learn and use computers, they often do not want to be associated with the “geeky” image of technical careers (Gilbert, Lee-Kelley and Barton, 2003). Some women may feel unable to fight the overriding stereotype that those who work in technology are nerds or geeks with a boring job (Lee, 2005). Jobs in the technology

 

120 Chapter 12: The Gender Factors  sector may be considered male-oriented, especially those with more “macho” titles, like “computer engineer.” Lee (2005) observed that these mental images form between the ages of 11 and 13. If presented in a particular way, technology-related work could appeal as much, or more, to young girls, rather than predominantly to boys (Lee, 2005).

One of the more recent areas of growth may provide a glimpse of the natural potential for women to engage in online social networking com-munities. The expansion of higher education into the online environ-ment has provided many adults with the opportunity to complete (or advance) their level of education. As part of the educational package, many institutions provide (and require participation in) a venue for in-teracting with others while discussing assorted topics related to the courses attended. This interaction can foster a sense of community, learning, and ultimately retention. The venues are based on not-so-new technology, delivered in the form of an asynchronous dis-cussion area where students respond to course-related questions asked by the professor and then engage others in conversation on related topics.

Rovai and Baker (2005) found that students adopting the connected pattern of socialization in society (usually women) were more likely to seek membership in learning communities than their status-seeking (often male) counterparts. It has been shown that students in traditional learning environments with a strong sense of community are more likely to complete the program than those who do not. Studies in the online classroom have reached similar conclusions (Rovai and Baker, 2005).

The primary intent of Rovai and Baker’s (2005) study was to determine whether men and women differed in their sense of classroom community and level of perceived learning. Their study provided a foundation for examining the changes in dynamics that we can expect in the professional world of The Relationship Economy. It also provides insight into the workings of the online social networking world, where many men and women of all ages are already engaged in these types of asynchronous communications and other activities. 

The asynchronous online environment is one that appears to be hos-pitable to women. Women posted significantly more messages in course discussion boards than did men, though men tended to

 

The Emergence of The Relationship Economy  121  dominate conversations on occasion (Rovai and Baker, 2005). So what would explain the more active participation by the women in this study? Perhaps the discussion-rich online learning environment is particularly well suited to women who have been seen as more responsive to social reinforcement and extrinsic motivation than men (Rovai and Baker, 2005).

 

Networking Behavior

Although the importance of networking is increasingly well recognized, we still know little about the attributes of those who engage in network-ing behaviors (Forret and Dougherty, 2001). Forret and Dougherty (2001) found five dimensions of networking behavior resulted from their analysis: maintaining contacts, socializing, engaging in profes-sional activities, participating in church and community, and increasing internal visibility. Both men and women engage in these activities, so that does not appear to explain the differences in application.

Professionals in the early career stages may perceive that networking is an important tool for promoting their careers, though they typically have fewer colleagues and contacts in the industry or profession. As a result, building a network becomes a method to gain assistance as well as recognition (Forret and Dougherty, 2001). In contrast, employees with more work experience, in the later career stages, may feel their careers have plateaued and that networking is a waste of time and effort (Forret and Dougherty, 2001). We need to find a way for those in need of experienced advice to meet with those who have it.

We know a bit about how networking works. Networking includes behaviors that help bring in more business for the organization and fulfill public relations strategies (Forret and Dougherty, 2001). These networking behaviors include taking current and potential clients to dinners and sporting events, accepting speaking engagements, partic-ipating in civic affairs, joining industry or professional associations, taking an active role in community projects, and engaging in athletic activities (2001).

Networking behaviors include actions intended to develop and maintain relationships with others who have the potential to assist them in their work or career (Forret and Dougherty, 2001). Networking

 

122 Chapter 12: The Gender Factors  should be a proactive venture, though—not a reactive response. Strategic networking arrangements rely on cooperative behavior as a means of competing in decidedly aggressive markets and in the face of environmental uncertainty (Miller, Besser and Riibe, 2006). 

Two job characteristics were particularly important regarding network-ing behavior. An individual’s organizational level and the type of position he or she holds may influence networking behaviors (Forret and Dougherty, 2001). Initially, this may give some insight to the differ-ences, as women traditionally lack representation at these levels. As one rises in the organizational ranks, expectations increase for devel-oping new client relationships, playing active roles in professional or-ganizations, and taking more visible assignments within the organization (2001). Is the need for networking limited to high-ranking executives who love to be competitive?

In the past, men engaged in networking behavior more frequently than women, but as women become more aware of the importance of net-working to their careers, they are beginning to engage in these behaviors to a similar extent as males. Certainly, networking is openly discussed now, as evidenced by numerous articles, books, clubs, and development workshops on the topic (Forret and Dougherty, 2001).

There is good reason to think that networking comes naturally for women. Traits that have traditionally been identified in our culture as feminine (cooperating, building relationships, helping, and developing others) are also those necessary in networking, as opposed to the classical masculine notions of directing and controlling (Forret and Dougherty, 2001). Men were found to be more likely to engage in so-cializing behaviors than women were, though this increased socializing might have been due to women having less after-hours socializing time because of family responsibilities (Forret and Dougherty, 2001).

The practice of networking has a long and well-developed history. Net-working can be viewed as a useful business strategy or action taken to improve the economic status of one’s business (Miller, Besser, and Riibe, 2006). In any event, networking happens more often, and is catalyzed by the recent introduction of a variety of Web sites dedicated to its application.
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We recognize the gender differences, and we see that women are well suited for networking. What can be accomplished with networking in addition to talking to a number of people? Is there actually some value?

The value of new technology increases with the number of adopters. This is closely related to the concept of networking. As more and more individuals in a social network adopt the interactive methods, its use is more beneficial to both previous and potential adopters (Ilie, Van Slyke, Green, and Lou, 2005).

Men and women have different perceptions of communication mediums and media, and those differences in perceptions cause men and women to communicate at different levels, perceive their community differently, and have differing views on a variety of topics (Rovai and Baker, 2005). Real-time communication mediums are capable of providing a feeling of connectedness, as they allow individ-uals the ability to be part of a group for exchanging information and knowledge (Ilie et al., 2005). This becomes more significant as we progress through The Relationship Economy.

Understanding gender differences for leaders in large organizations is critical. As the number of remote or virtual workers increases across the globe, assumptions are often made about their work habits, behav-iors, and perceptions in lieu of the face-to-face observations in a tradi-tional place of business (Ilie et al., 2005). These perceptions may be affected by many of the assumptions and stereotypes addressed here. Understanding how men and women differ in their perceptions would give virtual managers a better feel for how men and women communi-cate and what they value more (Ilie et al., 2005). This would help them improve communication between geographically separated co-work-ers, with the result being more effectiveness in their organizations (Ilie et al., 2005).

Gender differences for small business owners in The Relationship Economy are important to consider as well. Traditionally, fe-male-owned businesses have had lower sales volume and earnings than male-owned businesses (Miller, Besser, and Riibe, 2006). Net-working may be beneficial in this regard, as it may increase the chances for success for women who desire to start or grow a business.

 

124 Chapter 12: The Gender Factors  Networks may be used to obtain strategic advice, creditors, and sup-pliers, and membership and participation in a business or trade network can provide opportunities for women to make such contacts (Miller, Besser, and Riibe, 2006). 

The challenge is to get involved in and find a way to contribute to these professional networks. Getting involved is the critical first step. Women increase their access to expert advice when they move beyond their more traditional social networks of family and friends and seek mem-berships in business networks (Miller, Besser, and Riibe, 2006).

Though some individuals are more naturally inclined to engage in net-working behaviors than others, many learned behaviors can further networking skills and opportunities. The human interaction found in the process of pursuing additional degree or nondegree educational programs can enlarge the network of contacts (Forret and Dougherty, 2001). Individuals may also seek training and assistance in developing their interpersonal skills, or look for a mentor within their organization to help them meet people they should know (Forret and Dougherty, 2001). Ultimately, the important steps are finding common ground with others, and then identifying ways to collaborate for mutual benefit.

 

Conclusion

As we all progress through The Relationship Economy, there will be many opportunities for success—both personal and professional. For both men and women, success depends on understanding and capital-izing on individual strengths, and supplementing individual strengths with the strengths of those in our networks. Networking helps us leverage the strengths of others and provides an environment that fosters collaboration.

Technological advances within the medium of social networks will evolve, and regardless of gender, the process will enable all to express themselves both as individuals and collectively as groups with common affinities. The collective exchange of ideas will create new value prop-ositions; opportunities will continue to develop; and we will be better prepared to bridge the gap between the genders and enable growth and collaboration beyond measure.

 

The Emergence of The Relationship Economy  125  The connectivity afforded by online social networking provides fertile ground for improved relations, new opportunities, and benefits that extend beyond all existing understanding of human interaction and the related dynamics for both genders. These new discoveries will serve to usher in The Relationship Economy, where everyone has the opportu-nity to win.
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13 The Age Factors Scott Allen

 

Early adoption of social media and social network-

ing has been most prominent in the 14-24 age

group, but accelerated significantly in 2006-2007

in older age groups. As is expected, business-ori-

ented sites such as LinkedIn, Xing, Ryze, and

Ecademy have a much older demographic than

sites used more for social purposes. The largest

sites, MySpace and Facebook, are the sites expe-

riencing the most significant upward age shift.

Younger users are also far more likely to use

instant messaging, blogs, virtual worlds, and

online games as an alternative to widely used

forms of communication, such as email.

 

The Emergence of The Relationship Economy  129  An August 2006 analysis from comScore Media Matrix demonstrates the disproportionate rate of adoption among younger users on the leading social networking sites:

Table 6: Demographic Profile of Visitors to Select Social 

Networking Sites (Lipsman, 2006a)

Demographic Profile of Visitors to Select Social Networking Sites

Percent Composition of Total Unique Visitors, August 2006

Total U.S. – Home/Work/University Locations

Source: comScore Media Metrix

Percent (%) Composition of Unique Visitors

Total 

Internet    MySpace   Facebook Friendster   Xanga

Unique Visitors (000)    173,407      55,778      14,782       1,043      8,066 Total Audience            100.0       100.0       100.0       100.0      100.0

 Persons: 12-17            9.6         11.9         14.0        10.6       20.3 Persons: 18-24            11.3        18.1         34.0        15.6       15.5 Persons: 25-34           14.5        16.7          8.6        28.2       11.0 Persons: 35-54           38.5        40.6        33.5        34.5       35.6 Persons: 55+             18.0        11.0          7.6         8.1        7.3

 

The same analysis also looked at the shifting demographic on the then social networking market leader, MySpace:

Table 7: Demographic Profile of Visitors to MySpace.com 

(Lipsman, 2006a)

Demographic Profile of Visitors to MySpace.com 

Percent Composition of Total Unique Visitors, August 2006 vs. August 2005 Total U.S. – Home/Work/University Locations

Source: comScore Media Metrix

MySpace.com

Percent (%) Composition of Unique Visitors

Aug-05         Aug-06    Point Change

Unique Visitors (000)                   21,819           55,778 Total Audience                         100.0            100.0              0.0

 Persons: 12-17                        24.7             11.9             -12.8 Persons: 18-24                        19.6             18.1              -1.4 Persons: 25-34                        10.4             16.7              6.2

Persons: 35-54                       32.4            40.6              8.2

 Persons: 55+                          7.1             11.0              3.9

 

130 Chapter 13: The Age Factors  In September 2006, Facebook, which started as a networking site for college students, decided to open up to the public. Within less than a year, the unique monthly visitor count to the site (which had been holding steady at about 14 million) doubled, with the vast majority of growth outside the 18-24 group:

Table 8: Facebook.com Demographic Profile (Lipsman, 2006b)

Facebook.com Demographic Profile

Unique Visitors (000), May 2007 vs. May 2006

Total U.S.– Home/Work/University Locations

Source: comScore Media Metrix 

Facebook.com

May-06         May-07         Percent

Age Segment                       (000)           (000)         Change Total Audience

Unique Visitors (000)                  14,069           26,649             89%

 Persons: 12-17                      1,628            4,060            149% Persons: 18-24                      5,674            7,843             38% Persons: 25-34                       1,114            3,134            181%

Persons: 35+                       5,247          10,412             98%

 

A growing number of sites are trying to take advantage of the increased social participation by older users, including Boomj, Boomertown, Eons, Gather, Maya’s Mom, Multiply, and Rezoom (Lipsman, 2006b). Some explicitly target by age group, while others focus on specific topics that are likely to be of interest to older consumers, e.g., reading (Gather, LibraryThing), parenting (Maya’s Mom, Café Mom), and personal finance (Geezeo).

The numbers tell a simple trend: Use of social technologies is wide-spread among youth and expanding rapidly among adults. Familiarity with the technology is often posited as a factor for usage by the older demographic, particularly business people; however, that is not suffi-cient to account for the wide disparity in adoption of social networking sites between older and younger users.

If we consider Maslow’s hierarchy of needs, it potentially offers some insight into the generation gap. While Internet usage now crosses all class lines, it is still true that, on average, younger users come from moderately to highly affluent households. In the context of Maslow’s

 

The Emergence of The Relationship Economy  131  hierarchy, their parents and school are meeting their fundamental physiological and safety needs. In fact, the willingness of so many young people to give out personally identifiable information online is evidence that safety is not a concern—they perceive that they are safe.
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Michael Pokocky, Copyright © 2007

 

The next level of needs is love and belonging, i.e., social needs. Ac-cordingly, online social media has become the dominant form of social interaction and entertainment among teens, and it is primarily about managing friendships, not dating and romance. A Pew Research Center study found:

• 55% of online teens have created a personal profile online, and

55% have used social networking sites like MySpace or Facebook.

• 48% of teens visit social networking websites daily or more often;

26% visit once a day, 22% visit several times a day.

• 91% of all social networking teens say they use the sites to stay in

touch with friends they see frequently, while 82% use the sites to stay in touch with friends they rarely see in person.
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• 72% of all social networking teens use the sites to make plans with

friends; 49% use the sites to make new friends.

• Just 17% of all social networking teens say they use the sites to

flirt.

(Lenhart and Madden, 2007)

By contrast, when a 2007 survey of adult social networking users asked the questions, “Why do users join a social network? What is their number 1 reason?” The results were not social in nature: 

A large percentage—89%—put “professional use” as their number one reason to join an online community! 53% use it to socialize and to stay connected with friends and a meager 16% is interested in joining a social network if it caters to his or her hobby. Keeping in mind the old prejudice (from people who are not using social networks obviously) that online communities are predominantly used by teenagers who like to chat (socialize), this survey stated the opposite. In addition, it makes you wonder about the surge of specialized networks (niche networks) and their chances of survival if they offer no business advantage (De Jonghe, 2007).

While we recognize that there is a significant selection bias in this survey (respondents were self-selecting, not random, and the survey was promoted primarily on business-oriented networking sites), the findings are valuable. Other surveys have had similar findings: Adult users of social networking sites are using them more for career and commerce than for just socializing (Vickers, 2007b).

It is easy to conclude that this is tied again to Maslow’s hierarchy. Adoption of social networking sites has been particularly high among entrepreneurs and solo professionals versus corporate workers. Some of it is due to corporate controls: for example, approximately 50% of corporate employees do not have access to Facebook at work, as their company has blocked it (Marketing Vox, 2007). For others, the business value is simply not clear and they cannot use it for purely social purposes during work hours.

 

The Emergence of The Relationship Economy  133  Entrepreneurs, on the other hand, not only have the freedom to use the sites at their discretion, they also use them to fill fundamental needs such as safety and health—even more fundamental than that for so-cialization.

Unlike students, adult heads of household are responsible for providing for the physiological needs of food and shelter, not only for themselves, but for their families as well. People who have responsibilities in that area—job seekers, business owners, solo professionals, commis-sion-based salespeople, etc., may use social networking and social media as tools to help them meet that most basic need: making money. Conversely, workers who consider themselves in stable, tightly defined jobs—government employees, clerical workers, etc.—may not feel a compelling need to use social media.

Beyond these basic needs, adult users also look to these sites to help meet their security needs: job security, avoiding frauds and rip-offs, preventing bad decisions, etc. Once they have met their basic needs, they look for stability. Building their social network is not just a social activity; it is insurance in the event of job loss or business downturn.

According to a May 2007 survey conducted by the Institute for Corporate Productivity:

• 47% of business professionals employ social networking for

professional purposes.

•   Of those who use social networking technologies:

– 71% use them to connect with former or current colleagues.

– 55% use them to share best practices and answer questions.

– 35% use them as an aid to finding a job.

– 25% use them to meet customers and suppliers.

• 52% of respondents whose organizations are using social

networking sites do so to keep internal staff and remote employees connected.

• 47% of total respondents use the networks to connect with

potential clients and to highlight their skills.

•   35% use networks to assist them in finding a job.

 

134 Chapter 13: The Age Factors

• 55% of those using the networks do so to share best practices with

colleagues.

• 49% use them to get answers to issues they are currently facing.

(Vickers, 2007a)

 

Conclusion

It is clear from the many data points that there is a fundamental differ-ence between the way young people and older adults use social software. For young people, the usage is purely social, and the primary activities are conversations or the coordination of social activities. For adults, social networking is a means to an end, whether it is finding a mate, being a better parent, personal and spiritual development, getting a job, finding new clients, or starting a business.

Companies developing services for a younger audience will want to focus on enabling communication and social connection. Those targeting an adult audience, whether consumers or B2B, should plan to include task-oriented functionality to the site, or even to have the task functionality be the focal point of the site and the social features an integral part of the application.
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14 The Individual Factors

Jay T. Deragon

 

The Relationship Economy is affected by our

personal “filters” through which we experience

the world. We do not see things as they are… we

see things as we are. 

As individuals, it is up to us to determine how we

use our social networks and how our profiles

reflect the personal and professional image we

desire. Our selections of networks, applications,

and photographs all begin to coalesce to provide

a mini portrait of us. The more we post and par-

ticipate in forums and groups—the more that

others gain insight into our preferences, our

thoughts, and our priorities. Every keystroke we

enter into the public domain is a reflection of

whom we are and how we want to be perceived.

Some may remember having to turn the radio

dial ever so carefully, just to get a clear channel.

Now the brilliant invention—podcasting—gives

us an improvement over traditional radio with

digital clarity and anywhere portability. We

continue to develop more uses for portable trans-

mission every year. 

Do you remember the first computers that were

big enough to fill a room and had only the same

limited amount of RAM as a Commodore 64?

 

The Emergence of The Relationship Economy  137  Who could have imagined 50 or 60 years ago that computers would one day be able to compete with those behemoths and exceed their performance?

Shooting, editing and distributing video once was the sole province of large media companies (Big Media). Only Big Media could afford to reach a TV audience built in their own image. Now video is in the users’ hands, and audience building by former members of the audience is alive and well on the Web. Big Media was once (exclusively) the editors of the news, choosing what ran on the front page of a publication. Now we are editors in our own right. We can edit the news and our choices, as well as send items (or have sent) to our own front pages. A highly centralized media system had connected people “up” to big social agencies and centers of power but not “across” to each other.

Right now, the horizontal flow, citizen-to-citizen, is as real and conse-quential as the vertical one. Noted author and media expert Dan Gillmor is involved with Harvard University and the University of Cali-fornia Berkeley in the Center for Citizen Media, a new initiative aimed at helping to enable and encourage grassroots media, especially citizen journalism, at every level. Gillmor’s term for us, the citizens of the world is “the former audience.” It refers to the owners and operators of tools that were once exclusively used by Big Media people to capture and hold our attention (Gillmor, 2004). 

Jeff Jarvis (2004), a former media executive, explained the trend in peoples’ use of media. “Give the people control of media, they will use it,” Jarvis said. “The corollary: Don’t give the people control of media, and you will lose. Whenever citizens can exercise control, they will” (Jarvis, 2004). 

Tom Glocer, CEO of Reuters Group, also recognized the trend: “If you want to attract a community around you, you must offer them something original and of a quality that they can react to and incorpo-rate in their creative work” (Rosen, 2006).

Now media is beginning to understand the implications. They are learning from us and from our business associates as they begin to observe and describe the same shifts.

 

138 Chapter 14: The Individual Factors  “We already own the eyeballs on the television screen. We want to make sure we own the eyeballs on the computer screen,” said Ann Kirschner (as cited in Rosen, 2006), Former Vice President of Pro-gramming and Media Development for the National Football League.

Glocer, Jarvis, Kirschner, and a host of others should know that such delusions as “we own the eyeballs” were the historical products of a media system that gave its operators an exaggerated sense of their own power and mastery over others.

How do we capitalize on the shifting economy? By Branding. Each one of us needs to brand ourselves personally.

[image: ]

 

Management guru and author Tom Peters clearly “gets it”: 

Regardless of age, regardless of position, regardless of the business we happen to be in, all of us need to understand the importance of branding. We are the CEOs of our own companies: Me, Inc. You’re not defined by your job title and you’re not confined by your job description. So what defines you? (Peters, 2000).

 

The Emergence of The Relationship Economy  139  Garr Reynolds, Associate Professor of Management at Kansai Gaidai University and former Manager of Worldwide User Group Relations at Apple Computer, understands what it takes to succeed in The Relation-ship Economy.

“The greatest brands of all—that is, the greatest brands to you—are much like a trusted friend. In a sense, we judge brands by asking ourselves the same kind of questions we would ask about people we know or are thinking of doing business with,” Reynolds said (Reynolds, 2004). 

For example, we might ask: Is he authentic? Is he reliable? Is he honest? Can we trust him? Does he make me feel better about myself? The bonds we have with our most trusted friends are bonds based on a promise. Our relationships with brands are not (usually) as strong as those with people. Of course, if a brand breaks a promise, customers will feel betrayed, angry, and take their business elsewhere. Great brands have distinct personalities and people usually choose brands that match their own unique personalities and individualism.

Peter Montoya’s book The Personal Branding Phenomenon is charac-terized in its marketing description as: “It’s the new reality no one wants to concede—and it’s the cold, hard reality behind success in the new millennium. From the schoolroom to the boardroom, everyone suc-ceeds—or fails—by the rules of Personal Branding.” (Amazon.co.jp, 2007) 

Personal branding is not the product of ad agencies or corporations; it is a continuous process that is as old as society. A personal brand—the values, abilities, and personality traits people associate with each of us—affects our careers, our relationships…our lives.

You have two choices: Surrender to the process, or seize control of it. Consider how much social networking and related emerging technology is creating the phenomena of individual branding. Our brand is largely in-fluenced by what and how we communicate, to whom we are connected to as well as where our presence is throughout the worldwide Web.

 

140 Chapter 14: The Individual Factors  Soon it will not matter which existing network you think is better, rather the value will be created by how you manage your network. As more and more closed systems open, they begin to interact more directly with other existing systems, and therefore acquire all the value of those systems.

Technology provides the means, relationships provide the value. 

Here are seven things to consider and help you start thinking and planning for “your” network:

• Which networks do you want fed to your network? Which has your

interest, value, the best collection of individuals and the content that matches with who you are?

• Which networks represent your interests geographically, by

industry and by topic? Which blogs represent the same categories of interest?

• What will be the rules of your network? Standards for connections?

RSS feeds in and out? 

• What image and brand do you want your network to project?

• What media do you want in your network? Video, audio, pictures,

etc. What network channels will be available that interest you most both personally and professionally?

• What do you specifically want to accomplish with your network? 

• Your network is an economic factory. How do you produce quality

and quantity effectively?

In the very near future, we will all be overwhelmed with an abundance of value propositions in which you’ll need to decide how and what to use in your network to meet your personal and professional goals. You will be in charge of your brand, your public persona. In addition, you will soon become your own aggregator of networks, of relationships, of information, of knowledge, and last but not least…of value.
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15 The Relationship Capital Factors

Adam J. Kovitz*

 

Every day The Relationship Economy evolves

and progresses, yet most people are not aware

of the subtle changes taking place. And while the

iterative versions of this emerging economy are

certainly far from perfect, then again, so is our

current economic system—yet we’ve been

looking for ways to live within and capitalize upon

it for decades. 

We have been dependent on monetary policies

for the transfer of goods and services. We have

used commodities, buyer spending habits, fore-

casting techniques, interest rates, and trade

deficits and surpluses as some indicators to

determine fiscal policy and financial strength.

Each nation is affected when it does business

with other countries and participates in their

economies.

Monetary and trade policy affects many;

sometimes for the better, sometimes otherwise.

We like to think that such decisions are made for 
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The Emergence of The Relationship Economy  143  the betterment of the majority or for the financial stability of the corpo-ration or country. However, not everyone is the beneficiary of every policy, and in the high-speed, hyper-linked world of The Relationship Economy, where everyone has an equal voice and quantity means in-fluence, traditional policies can have serious and unintended conse-quences. 

 

Competition vs. Cooperation

Our current economy is based on the concept of “healthy competition.” In the past, we justified competition as a motivator and way to ensure forward progress. The downside to this is that there are always losers, and their numbers continue to swell as the benefits go to the “survival of the fittest” (or at least the well connected). In the end, there is only one survivor who has everything. This creates an unhealthy paradigm, as people at the top do not stay in that position for very long.

What is so intriguing about The Relationship Economy and its center-piece, relationship capital, is that it promises so much more than the traditional “I win, you lose” ideology that is inherent in the current economy. The Relationship Economy takes into account that even the most rugged individualists who yearn for independence, at the end of the day, still remain interdependent upon one another. Therefore, the “win-win” model of cooperation built into Relationship Capital states in the end that no one wins unless everyone wins.

 

A Definition

The Relationship Networking Industry Association (RNIA) defines rela-tionship capital as a “measure of the perceptions inherent in the internal and external interactions among people, products and organi-zations. Its value is tallied throughout and beyond the lifetime of the subject being measured” (Relationship Networking Industry Associa-tion, 2007).
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The concept of relationship capital seems relatively controversial, sub-versive, utopian, or even revolutionary at times, when one explores the implications of the Laws of Relationship Capital. For those proponents of relationship capital and The Relationship Economy, the time is certainly now to gain support. Several factors are influencing decisions at this time:

• The United States, one of the world’s top economic powers, is 

currently experiencing an erosion of the middle class (Ehrenreich and Draut, 2006), weakening dollar (Bajaj and Austen, 2007), and record-breaking debt (CBS News, 2007). Authors Donald Trump and Robert Kyosaki suggest that the 20 percent of Americans 

controlling 80% of the wealth is actually shrinking to 10 percent controlling ninety (Trump and Kyosaki, 2006).

•    In their book The Cluetrain Manifesto, Rick Levine, Christopher 

Locke, Doc Searls, and David Weinberger (2000) speak to the point that Markets are Conversations. Their point supports that growing, widespread use of the Internet is facilitating conversations that defy the traditional boundaries of corporations and countries. In time, these conversations can become movements that affect corporate and even national policies. At the center of these Internet 

conversations are Web 2.0 technologies and the online utilities that use them. These technologies are now being adopted and acquired by many large organizations such as IBM, Disney, Coca Cola, and Google, just to name a few.

• The Millennials, otherwise known as “Generation Y,” born between 

1982 and 2002, are entering the workforce. This generation, 

according to experts, is one of the most misunderstood of all time as they are non-linear in thinking, highly principled, highly adaptive to new technology and well connected, especially online. Unlike 

previous generations, there is a tendency to place less value on money and more on connections, knowledge and freedom of 

expression (Degraffenreid, 2006 and 2007).

• Academia, corporations, and other insiders are researching the 

unprecedented confluence of technology, relationship networking, education, media, sociology and gaming.
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• Educational institutions are receiving grant money to research 

relationship networking and implement new workshops, courses, and curricula (NSFA, 2007).

• The events of September 11, 2001, served as a symbolic attack on 

the U.S.-supported capitalist system, hitting both the financial center of New York as well as the political/military center in Washington, DC. The aftermath has caused many around the globe to re-think their humanity in terms both practical and esoteric (Schwarz, 2004). 

 

The Wild West

As these factors play into the emergence of both the relationship net-working industry and The Relationship Economy, a global paradigm shift is happening. This shift is causing new, vast exploration. Pragmat-ically speaking, corporations and entrepreneurs are beginning to look at ways to capitalize upon this, but there is a certain element of the “Wild West” out there. There are no applicable laws in place as govern-ments scramble to understand the impact on national security that online networking poses (Marks, 2006). At the same time, corporations must deal with issues of whether their employees should spend time on sites like MySpace, LinkedIn, and Facebook (Hoover, 2007). 

 

A Closer Look at the Laws of Relationship 

Capital

While there is still a lot of confusion about the brave new world of The Relationship Economy, there have been some initial attempts to establish order to the growing chaos. One is the Relationship Network-ing Industry Association (RNIA), a non-profit association that, through its members, is amassing a Common Body of Knowledge (CBOK) of best practices and standards. The second is the ten Laws of Relation-ship Capital. They address who can possess Relationship Capital, where it comes from, how it is valuated, how it changes, and how it relates to both Intellectual and Financial Capital.
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All organic entities (living or at one time having lived) possess and have the potential to create relationship capital.

What the First Law states is that all beings defined under the biological taxonomy of kingdoms—animals (including humans), plants, bacteria, etc.—possess relationship capital. Even more intriguing is that our re-lationship capital remains even after we are gone, and is valued upon our legacy. Therefore, wood, oil, fossils and food also contain relation-ship capital.

To this extent, figures from our history such as Benjamin Franklin, Karl Marx, Julius Caesar, Queen Elizabeth the First, and Adolf Hitler all possess relationship capital. Additionally, fossilized dinosaur bones and plant life possess relationship capital, because through under-standing their nature, we can better define humanities role in the universe.

The First Law also brings a new perspective to the various sciences and “ologies” in our world. As we construct an entity relationship matrix of the various kingdoms of biological taxonomy, living and otherwise, we begin to see that sociology, anthropology, ecology, paleontology, ar-cheology, and history are all studies of how humans and other organisms relate to one another. This even leaves a placeholder for the study of the paranormal. And while such a matrix suggests that there are branches of study out there that have yet to be discovered, such branches probably have not been discovered because there is little practical application or relevance.

The First Law even gives new meaning to birth. The question that is posed is: “How does one value the relationship capital of an infant?” Most likely, it will have to do with a composite of the parents’ relation-ship capital. However, this also raises another question: “Do children born into privilege possess more relationship capital than those who do not?” Most likely, this is the case. Either way, it will be interesting to see a time when a birth announcement will contain the relationship capital value at birth along with height and weight.
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Non-organic entities do not possess relationship capital, but reflect the collective relationship capital of those relationship cap-ital-possessing entities that have relationships with them.

The Second Law pertains to all other entities that do not fall under the biological taxonomy: inorganic entities, with which we may still have re-lationships, even though they cannot possess relationship capital. The controversy over this law is based on the argument that we can have relationships with cars, computers and toasters—why cannot they possess relationship capital?

The answer is that practically, value can be placed upon any non-or-ganic material product, but should be based upon the relationship capital imbued upon it by others who possess it. This is similar to the way a painting is valued, based upon the perceived value of the work by the artist, not upon the materials used. Of course, many non-organic products are valued by the materials in them—consider luxury items such as Rolex watches.

No matter which side of the organic/non-organic argument prevails, the intent of the First and Second Laws are to place organic entities at the height of The Relationship Economy food chain.

 

The Third Law:

Relationship Capital is derived from the collective relationships an individual has with other relationship capital-possessing entities.

The Third Law states that when we aggregate the many relationships we have with other relationship capital-possessing entities on an individual basis, we derive an overall relationship capital value for an individual.
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•   The way the individual in question perceives the relationship 

(possibly as simple as on a scale of 1 to 10).

• The way the Relationship capital-possessing entity perceives the 

relationship with the individual in question.

•   Commonly accepted practices and standards.

As organizations like RNIA continue to develop the metrics by which relationship capital is measured, separate formulas might be developed to distinguish the methods of valuation for organic vs. non-organic entities. Considerations for valuation of non-organic rela-tionship capital might include:

•   Relationship capital value of those who produce the item.

• Intellectual capital value (see the Seventh and Eighth Laws) relevant 

to the product or service.

•   Time and research invested into the product or service.

•   Materials used.

•   Commonly accepted practices and standards.

Case in point: Would you buy a new software product produced through a joint venture of Bill Gates and Steve Jobs or through the joint venture of John Smith and Mary Jones? Most people would choose the former because of demonstrated dominance and credibility in the software space, whereas the latter choice is unknown.

Localized effects also influence relationship capital value. For example, Osama Bin Laden may have a relatively strong negative re-lationship capital value on the world stage, but within Al Qaida circles, it would surely be quite the opposite.
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Relationship capital value increases or decreases proportionally as the perceived quality of relationship increases or decreases.

The Fourth Law suggests that relationship capital value can exist in three states:

1. Positive—The entity is respected, trusted, loved and/or highly 

useful to many, can be an asset to an organization and supports survival, or

2. Negative—The entity is hated, has a reputation of being 

untrustworthy and/or poisonous to many, can be a detriment to an organization and supports destruction, or

3. Neutral (zero)—The entity is unknown, unrecognized, brand 

new, irrelevant, inert or forgotten.

The Fourth Law implies a time element to relationship capital, of which the relationship capital value can change, either positively or negative-ly. For example, a relationship timeline might start with two entities as complete strangers (relationship capital value is zero), becoming the closest of friends (relatively high positive value), having a fallout (negative value), losing touch with each other for a long time (back to zero), and suddenly running into each other after years, putting aside their differences. 

Another implication of this Law includes the concept of relationship inertia, wherein the longer and/or stronger relationship capital value tends to be positive or negative, the longer it will most likely remain there. For example, if Person A saves Person B’s life, the relationship capital value would tend to be strongly positive, as it has great impact. It would be much harder to swing the relationship capital value negative (localized to this particular relationship), even if Person A forgot Person B’s birthday or to return their phone call.
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Relationship capital can never be destroyed.

The good news implied in the Fifth Law is that relationship capital is eternal. However, that relationship capital cannot be measured and is considered inert or zero if an individual has no historically recorded history. This can be good news for relationship capital-possessing entities that have had a negative relationship capital score.

We have evidence of continuing relationship capital value both in real life and in fictional stories. For example, an ancient being encased in ice and forgotten until they are recovered has had a positive or negative relationship capital value that was rendered inert for a long period of time, only to be recovered and brought back to a positive or negative value. 

The Fifth Law also implies that all relationship capital value has the po-tential, over time, to go to zero. The way to preserve positive or negative relationship capital value is through communications that have been historically recorded and left retrievable trails: traditional mail, email, blogging, networking, books, propaganda, rhetoric, cam-paigns, etc.

Because relationship capital can only be created and not destroyed, this created a potential downside to relationship capital: the eminent threat of inflation. Experts suggest that one of the best ways to deal with this is to employ select portions of relationship capital that have an expiration date.

 

The Sixth Law:

Relationship capital of an organization is the aggregate of the indi-vidual relationship capital of its constituents.

The Sixth Law ties relationship capital to organizational dynamics; that is, the collective relationship capital of all members (employees, con-stituents, and customers) comprises the total relationship capital of the whole, and is useful in evaluating organizational effectiveness in terms of management, M&A, the stock market, etc. It also refers to an orga-
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One major implication of the Sixth Law is that individuals do not have relationships in the sense of relationship capital with an organization, but rather, with the individuals who represent the organization. It is also important to note that an organization is a synergistic group of one or more individuals and therefore, the term is interchangeable and synon-ymous with “company,” “country,” “network,” “political party,” “society,”

“clan,” “caste,” “club,” “team,” etc.

The valuation of organizational relationship capital is based on the fol-lowing:

•    Combined relationship capital of all entities (organic and 

non-organic) comprising the organization, including members, contractors, assets, and liabilities.
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•   Combined intellectual capital of all entities comprising the 

organization, including but not limited to:

– Vision of company

– Mission of company

– Copyrights, Patents, Trademarks

– Branding

– Supporting Processes

• Level of actions taken by members relative to organizational vision 

and mission (alignment).

• The way outside relationship capital-possessing entities (customers, 

environment) perceive the relationship with the organization.

 

The Seventh Law:

Intellectual capital can only be created by one or more relationship capital-possessing entities.

Intellectual property is understood in concept, highly sought after, highly disputed in courts of law, and used for competitive advantage. It can also be valuated—hence the term “Intellectual Capital.” This, in itself, is a field of study that is beyond the scope of this book.

The importance of the Seventh Law is really a statement of the obvi-ous—relationship capital-possessing entities are the source of intellec-tual capital. This again, stresses the sovereignty of organic over non-organic entities and conceptual entities.

The Seventh Law also underscores the fact that both relationship capital and intellectual capital are both forms of capital and can be related to, exchanged for, and valuated at some amount of currency or medium of exchange.
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Intellectual capital can be used to change an individual’s relation-ship capital, either positively or negatively.

Conceptual entities such as brands, services, and inventions, which possess intellectual capital, can be leveraged like non-organic entities to reflect, store, amplify and/or negate relationship capital. Therefore, intellectual capital is a tool for modifying relationship capital.

When we think of brands and/or concepts like Coca Cola, Nike, or even Communism, we immediately have a reaction on both conscious and unconscious levels. The intellectual capital (as well as the relationship capital) that went into such concepts affects us either positively or neg-atively. Therefore, individuals, despite their own personal relationship capital who represent such concepts may be overshadowed due to the “power” of those concepts when looking to influence others. Conse-quently, the individual on the other end would be affected either posi-tively or negatively in regard to the representative—this happens all the time in the world of sales and marketing.

The same can be said with services (such as financial planning, life in-surance, and abortion), inventions (rubber, cars, and guns), and fictional characters (Superman, Garfield, Darth Vader, and Santa Claus). Each of these entities has been imbued over the years with both intellectual and relationship capital by their creators, believers, promoters, supporters and critics.

 

The Ninth Law:

Financial capital is merely a reflection of and cannot exist without some combination of relationship and intellectual capital.

The Ninth Law states that the financial capital that we use in our current economy to pay our bills, pay for our education, and to invest and plan for our retirement is not possible without relationship and intellectual capital. This also implies that financial capital is illusory at best and does not properly reflect the true nature (and value) of organic entities. In fact, when over-stressed or over-emphasized, financial capital
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Consider this scenario: A person who lost his or her parent in an accident forms a new company to produce accident-preventing widgets that will save the lives of billions of people. The founder is obviously motivated and builds exceptionally high levels of relationship capital. The company grows out of his or her garage an into a small office building with one hundred employees who are happy and highly motivated.

A larger corporation looking to expand its product lines contacts the owner about buying the company. The owner believes that they can take the company farther (and quicker) with an infusion of capital and expertise, and decides to accept the offer, staying on board as the director of the newly established corporate division.

Unfortunately, due to “creative differences” and corporate politics, the former owner-turned-director is ousted from the company he or she started and a new director—a long-time company man—is brought in as a replacement. Relationship capital value begins to slide because the employees who were loyal to the former owner begin to miss the small-time family feel of the organization and begin to quit, taking their relationship and intellectual capital with them. New employees are brought in from elsewhere in the corporation, but lack the original passion that drove this company forward.

In time, the division begins to lose money. Budgets are cut. New directors come and go. There is a major initiative to find ways to cut costs, including those in the manufacturing of the widgets. Jobs are lost. Customers who have had great relationships with some of the “old regulars” in customer service are working with people who are either incompetent or uncaring. Relationship capital value is sinking fast but no one notices as they are watching the company’s stock price plummet. Eventually, the division is closed or sold to someone who can revitalize the company.

Like the saying goes, “It’s about the relationships, stupid!” The most effective companies who understand and implement this concept will thrive in The Relationship Economy. 
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The Tenth Law:

Relationship and intellectual capital always conform to the laws of nature and humankind. Financial capital does not...necessarily.

Again, over-emphasis on financial capital ultimately negates the signif-icance of people, and leads (often out of desperation) to keeping and protecting secrets. Systems like this produce corruption where few “succeed” at the cost of many. 

The Tenth Law suggests that relationship and intellectual capital tend to be self-regulating systems that take advantage of populism, either in the form of the Internet or other media. In a populist medium, the system is much more difficult to corrupt as everyone watches each other. In a pure relationship economy, there are no secrets and no places to hide, as everyone is held accountable. It is only through co-operation and collaboration that the whole moves forward in a positive direction.

 

The Impact of the Laws

The laws of relationship capital suggest a new approach to business as well as the way we view the world, in general. Introducing these laws is expected to spark debate, conversation, awareness as well as further research—including new fields of study. The laws of relation-ship capital are not set in stone and are subject to change as social network science evolves; nevertheless, they are a closest approxima-tion to our understanding of the universe today.
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16 The Us Factors Jay T. Deragon

 

Few, if any of us, live in isolation. When we find

individuals who do choose to live in isolation, the

outcomes appear sad to us and we wonder why.

All of us interact with others for numerous

personal and professional reasons. These inter-

actions shape our world and influence our indi-

vidual emotions, perspective, spirit, and identity.

For The Relationship Economy, “The Us Factors”

are an identity that individuals create for them-

selves through their online social interactions,

which produce deflections and affective meaning

for their identity. 

Social networks accelerate social interactions.

Social interaction is a dynamic, changing

sequence of social actions between individuals

(or groups) that modify their actions and reactions

according to the actions by their interaction part-

ner(s) (Social interaction, 2007). In short, social

interactions are events through which people

attach meaning to a situation, interpret what

others mean, and respond accordingly.
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Social interactions can be differentiated as:

•   Accidental (also known as social contact)—not planned and likely

not repeated. Examples of accidental social interactions would include asking a stranger for directions or a shopkeeper for product availability (Social contact, 2007). 

•   Repeated—not planned, bound to happen from time to time. An

example of a repeated social interaction would include meeting a neighbor from time to time when walking on your street. 

•   Regular—not planned, but very common, likely to raise questions

when missed. Examples of regular social interactions would include meeting a door attendant or a security guard every workday in your workplace, dining every day in the same restaurant, etc. 

•   Regulated—planned and regulated by customs or law, will

definitely raise questions when missed. Examples of regulated social interactions would include interaction in a workplace or with family. 

 

160 Chapter 16: The Us Factors  Interaction comes naturally to many people, but some may misunder-stand the power inherent in such a simple and natural activity. Though at first it may seem that many relationships barely scratch the surface, they often strengthen exponentially as we develop more (and more im-portant) connections with those in our social networks. These stronger relationships are needed to support the growing network, and they, in turn, attract others to the network.

These relationships are formed based on a static exchange of commu-nications, which identifies each individual’s interest and affinities. It is initially from this exposure to each other’s interest and affinities, and subsequently from learning more about the interests we share with others, that we each individually become a part of the common “us” in the virtual world of networking. The medium of online social networks creates new meaning in the sociological hierarchy. The meaningful in-formation we share drives us to find more ways and reasons to collab-orate, connect, share and learn together as a community. The concept of community is taking new form in The Relationship Economy.

When we build relationships, we start out with definable concepts that ultimately transform into impressions of others. The Evaluation, Potency, and Activity (EPA) scale (Affect Control Theory, 2007) dem-onstrates the affective meanings that fluctuate across three dimen-sions:

•   Evaluation—goodness versus badness 

•   Potency—powerfulness versus powerlessness 

•   Activity—liveliness versus torpidity 

Semantic differentials, which measure the connotative meaning of concepts (Semantic Differential, 2007), can be used to measure these affective meanings by indicating how the concept is positioned on the scale. 

People have been describing each other since they developed the ability to speak (Semantic Differential, 2007). Though we may not openly describe each other, the process occurs, nonetheless. In this comprehensive, often reactive description, the basic perceptions of each other exist, such as relative height, weight, and appearance. However, the more we get to know each other, the more likely we are
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A stable affective meaning derived from either personal experience or cultural affect is called a sentiment, or a fundamental affective meaning (Affect Control Theory, 2007). These affective meanings may conflict with the sentiments or perceptions of others, in turn, affecting our rela-tionships and the strength of our network connections; but to us they are accurate. 

The effect of sentiment on our networks must be understood if we are to successfully build—and ultimately contribute to—the strength of our social networks. Affect control theory has inspired massive dictionaries of EPA sentiments for thousands of concepts involved in social life: identities, behaviors, settings, personal attributes, and emotions (Affect Control Theory, 2007). According to Heise (2001), affect control theory has been used in research on emotions, gender, social struc-ture, politics, deviance and law, the arts, and business.

Additionally, sentiment dictionaries have been constructed with ratings from the U.S.A., Canada, Northern Ireland, Germany, Japan, and China (both the People’s Republic and Taiwan) (Heise, 2001). The complications anticipated in the collection of so many descriptors can be overwhelming. Is all this necessary?

The players in individual social networks and related activities determine (or at least guide the choice of) the sentiments that the indi-vidual tries to maintain. Sentiments within a social network also create impressions of the person performing an action (actor), the object person, the behavior, the setting, and the relationships between all of these. Ignoring this inter-relationship may indicate to those with whom we are connected that the individual relationship is insignificant. That would lead quickly to a weakening of the bonds in the network, and ul-timately, a weakened network. 

As our networks grow, it is imperative that we ensure some kind of agreement can be reached on a variety of levels. Each concept that is in play in a situation has a transient affective meaning in addition to other associated sentiments. The transient meaning corresponds to an

 

162 Chapter 16: The Us Factors  impression created by recent events, and these events modify impres-sions on all three EPA dimensions in a variety of complex ways (Affect Control Theory, 2007).

Here are two examples of impression-formation processes.

• A participant in online social networks who behaves disagreeably

seems less worthy of social acceptance by the community good, especially if the object of the behavior is innocent and powerless, like a child or the patience for child like behavior is low.

• A powerful person seems desperate when performing extremely

forceful acts on another, particularly if the community perceives the recipient as less powerful. 

Individual impressions are driven by numerous elements of individual affiliations, communications, and behavior. Individual impressions cause and affect collective impressions, and both serve to strengthen (or weaken) the bonds between all of the connections in our networks.

Confirming sentiments associated with institutional identities—such as doctor-patient, lawyer-client, or professor-student—creates institution-ally relevant role behavior (Affect Control Theory, 2007). Online social networks are becoming institutions of virtual relationships that collec-tively create swarms of institutional identities, like the groups we belong to in virtual communities, the causes we support, the networks or groups we join, etc. As we expand the types of connections, we must understand the dynamics of change relative to the sentiments and con-nections that affect each relationship.

Our relationships with others are often affected by events that occur between or including others. An event generates emotions for the indi-viduals involved in the event by changing the impressions they have of others, those who have experienced similar events, and many other things related to the event. The emotion we experience is a function of the impression created in the individual and the difference between that impression and the sentiment attached to it (Affect Control Theory, 2007). Thus, for example, an event that creates a negative impression generates an unpleasant emotion for that person, and the unpleasant-ness is worse if the individual believes they have a highly valued identity. Similarly, an event creating a positive impression generates a

 

The Emergence of The Relationship Economy  163  pleasant emotion, which is all the more pleasant if the individual believes they have (or had) a disvalued identity in the situation or a social network. In online social networks, the determining predictive factors for individuals are found in their communications, affinity to others, activities and group associations.

The sentiment associated with an identity can change to befit the kinds of events in which that identity is involved. This is particularly true when situations arise where the identity is deflected in the same way and when identities are informal and non-institutionalized (Heise, 2007). With the emergence of social networking, much has been written about employers’ screening of individuals (either employees or potential em-ployees) using the individual’s online social networking activities as a profiling tool for assessment. Such activity is creating a new science of sentiments associated with individual online activities, connections, communications and affiliations. The population of adults and youth participating in today’s online social networks has no idea that their ac-tivities and related behavioral sentiments associated with their online activities can likely be used as a means for profiling for positive or less noble reasons.

 

Conclusion

“The Us Factors” are driven by the identity we create in the virtual world of social networks. Our subsequent behaviors and affiliations group us into social hierarchies that can be defined by computer driven mathe-matical engines used to create taxonomies of social sentiments, which identify us. These taxonomies can then be used for numerous reasons, good and bad, depending on the objective of usage. These methodol-ogies are already in existence and used for numerous purposes.

As The Relationship Economy emerges, the economic transactions will create sentiments associated with our economic transactions (financial sentiments) and further define our identity. Privacy and security will become the overriding issues with which we will leverage the media to our individual benefits. One thing is certain, as the adoption curve of social networking continues to grow at exponential levels, the need for privacy and security must be addressed before the social media and its technology can be used to transform our world.
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17 The Political Factors Jay T. Deragon

 

With the backlash of Facebook’s 2006 launch of

new mini-feeds, which sent email to users’ entire

friends lists indicating what groups they were

joining, one aspect of the political factors of

social networking became evident. Users of

social networking sites are willing to join forces

and demand changes, including a return to the

status quo when changes are made to social net-

working protocols. In fact, it was only time before

the other political aspects fell into place.

The September 2006 launch of Facebook’s mini-

feeds was a call to action for Ben Parr, a junior at

Northwestern University in Chicago, who created

a group on Facebook called Students Against

Facebook News Feed, or SANF. Within only hours

after its creation, the group’s membership had

grown in numbers upwards of 13,000, and did not

stop until reaching well above three-quarters of a

million members (Schmidt, 2006).

The members of SANF signed a petition protest-

ing these new applications and constantly

blogged their thoughts about having their every

move tracked and broadcast across the entire

network. Just 24 hours after the new application

launched, Facebook executives knew trouble

was brewing based on the content of blog posts

 

The Emergence of The Relationship Economy  167  from SANF’s members, which came to an estimated 90,000. That was an average of just over one new member of the group per second, every second of every hour of that day.

By joining social networking sites, we, the people, begin creating the news; we, the people, are the ones who are generating waves of change; we, the people, are the constituents the politicians want to reach, and we, the people on the social networks, have the means and the venue to do all of these things! Social networks are the best way to further a cause—because like-minded individuals are going to be listening to what others in their networks are saying.

In order to do this with the greatest amount of efficiency, we first need to develop our own relationship economy. Within your network, you have the ability to spread your news and instigate a call to action virally. It may start out slowly, but if each person who sees your message invites ten others to join the cause, then you have thousands of potential supporters.
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Think about politicians. What better way to generate buzz around yourself than with a network? Newsweek Business suggested social networking space as possibly the next best thing on the campaign trail (Gross, 2006). Presidential hopefuls Howard Dean, John Kerry, and

 

168 Chapter 17: The Political Factors  others were on the cusp of the Web 2.0 trend before the 2004 election, and others have followed suit (Hindo, 2004). Political organizers are urging the young adults to get out and vote, and with social networks in place, their aims can be achieved quickly and easily.

With elections in 2008 and beyond in the United States, for example, campaign directors need new ways to rally voters. Scott Heiferman, the CEO of Meetup.com, the pioneering social-networking site that helped give Howard Dean early momentum in the 2004 presidential campaign, predicts social networks will soon eclipse television in terms of impact on politics: “Expect candidates to be on millions of MySpace and Facebook buddy lists, for sure. It's a big thing, a real populist revolu-tion.” Still, Heiferman believes political networking only reaches its full effectiveness when users take the next step: meeting in person. “People need to use the Internet to get off the Internet,” he says. (Meetups in the News!, 2006)

However, political advisor Sanford Dickert believes that politicians will never really invest in social networks because of their perception of low return on investment of time (man-hours)—with the one exception:

But I make one caveat—the only way social networks will have some REAL impact will be if campaigns dedicate the energy/resources to make them effective OR to let their supporters within these networks have REAL control over the messages in a fashion as described as virtual precinct captains (Dickert, 2006). 

In The Relationship Economy, social networks are the means by which we, the people, can let our voices be heard and be heard loudly. Social networks give us the ability to become informed and insightful regarding the issues about which we feel most passionately. With the advent of Web 2.0, we are able to collaborate with others to flush out ideas and then broadly cast them to a worldwide audience.

As Ben Parr demonstrated with the Facebook controversy, by initiating petitions requiring little more of the “signer” than a few mouse-clicks, we can allow our views to gain momentum, creating a synergistic effect. The more people who realize what is most important to a given population, the more likely that population may gain significant numbers of supporters and support from others.

 

The Emergence of The Relationship Economy  169  Web 2.0 technologies allow the user, whomever it may be, to create a “platform” on which to debate hot topics and issues. All one needs is a webcam and an Internet connection. How much easier can it be to get your voice heard by millions?

On the other side of the coin, politicians can reach the people more easily and cost-effectively than ever before. The members of social networking sites are inclined to “feel a connection” to a politician because they are in the same network.
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In an article in The Christian Science Monitor titled, “Web 2.0 meets Campaign 2008,” Linda Feldmann observed that James Kotecki, a Geor-getown University student had a one-on-one with presidential hopeful Ron Paul in his dorm room:

Viewers will see the first-ever interview with a presidential candidate from a college dorm room. They can hear Mr. Paul present his libertarian take on foreign policy, economics, and the Constitution. In the background, the clutter of toiletries atop Mr. Kotecki's dresser adds to the “just dropping by” feel.

(Feldmann, 2007; Kotecki, 2007)

 

170 Chapter 17: The Political Factors  Though it is doubtful that Kotecki will be able to arrange interviews with “top-tier” candidates like Sen. Hillary Rodham Clinton (D) of New York or former New York City Mayor Rudolph Giuliani (R), it is clear that the most effective means for the politicians to gain momentum and support will be through the new and future Web 2.0 innovations.

So what is in it for me? Social networks allow us to express our concerns and interests to millions. Politicians are learning that the Internet fad is not a fad; it is a way of life. In September of 2006, Tom Gerace, founder and chief executive officer of Gather.com (which he billed as MySpace for grown-ups) identified the trend:

Politicians who ignore the impact of blogs and other social-networking sites will miss a huge number of potential voters. MySpace, which boasts 108 million profiles created by members, already reaches more people each day than CNN.com or NYTimes.com (as cited in Gross, 2006).

“Smart politicians will harness the power of social-networking sites, es-pecially the ability to run videos within them. Politicians are just beginning to tap into the potential of social-networking sites,” said Jeff Berman, Senior Vice President for Public Affairs at MySpace (as cited in Gross, 2006). 

Social networks are one of the best ways to get your message out there. Just as email diminished the importance of the telephone, social networks are diminishing the importance of email. Certainly, there will be a continual need for it, but we are becoming less and less dependent on the “old” technology as the “new” technology emerges.

“You can be putting a message out there in far more powerful ways than just e-mailing or on your own website... Instead of pressing 'send' to half a million people today, it's activating a message that will be active for days thereafter,” said Thomas Gensemer, Managing Director of Blue State Digital, said (Allison, 2007).

The most important thing to remember about social networks is that to use them effectively, you must maintain the relationships you create.
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18 The Human Factors Jay T. Deragon

 

If you review the history of human behavior, you

will find both the roots that drive our behavior and

the knowledge that changed it.

The roots start with the story of Adam and Eve,

who were given all knowledge as long as they did

not “take” the fruit from the Tree of Knowledge.

Notice the emphasis of “take.” From that time on,

man was led to believe that taking was better

than giving while battling the internal desires to

give. As the world grew, and while different

cultures migrated to communities then to tribes

and then to countries, the essence of the mindset

was driven by taking, while battling with those

who said giving is better. People created and

grew profit from their efforts, and business

models were formed. Commerce began to

spread, as did different cultures, religions, econ-

omies, and kingdoms.

Fast forward. The industrial era emerged, under

the model of mass production for mass con-

sumption, and the barons of industry were born.

The barons became wealthy, and their business-

es were about creating more results for the few

and more consumable goods for the many. The

law of decreasing returns showed that the yield

rate, after a certain point, failed to increase in


 

The Emergence of The Relationship Economy  173  proportion to additional outlays of capital or investments of time and labor. It is the tendency for an application of effort or skill toward a par-ticular project or goal to decline in effectiveness after a certain level of result has been achieved. In effect, it is the “glass ceiling” that dictates that no matter how hard a person works, only a certain amount of achievement can be reached.

During the late 18th             th and 19 centuries, the rich got richer while the working-class struggled to make ends meet. The apex of this era fell during the stock market crash. The “takers” took more and more while the “givers” went broke. In the industrial economy, success was self-limiting; it obeyed the law of decreasing returns (Kelly, 1998).

Enter world wars led by those who wanted to rule the world through the practice of taking by force. Millions have died because leaders wanted to “take” to support their beliefs of a new world.

Enter the era of technological explosion and information. Technology gave people and organizations tools with which to communicate and assimilate vast amounts of information. People began communicating faster and sharing more than was ever possible in the past. This explosive growth of information chartered the grounds for the knowledge era and has done so at speeds never before contemplated or comprehended. Technology accelerates the speed of change by enabling new knowledge, which creates new technology and subse-quently, new human behavior. 

New paradigms continue to be created more quickly than most humans have opportunities to acclimate. However, old paradigms remain, still heavily influenced with the “take” mentality—what can I get from this or, what can I sell using this? It is understandable when you look at history, our minds have been trained to think in the take mode while our hearts strive to give, and the battle continues.

Enter online social networking, which facilitates an old truism: Relation-ships drive everything. The younger generation migrates to this phe-nomenon in masses. Most will tell you they have better relationships online than offline. Considering that they are beginning to appreciate the model of social networks—relationships—taught to them through value shifts in society, one could understand how they may obtain

 

174 Chapter 18: The Human Factors  perceived value and identity through on-line social networks versus at home or at school. However, the young again are teaching the old about opportunities to create a new world that satisfies the heart.
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As the younger generation has discovered the benefits of on-line social networks, so the business community is beginning to follow suit. Intel-lectual property scholars note that many of the business markets straddle both the online and traditional world (Okediji, 2003). There appears to be a tendency to see these two locations as simply points along a continuum with certain aspects of business occurring online and others aspects occurring offline (Okediji, 2003). In The Relation-ship Economy, there will be no discernible difference between the two types of relationships. 

With the likelihood of finding an identical match to yourself, unless you are a twin, being one of roughly 6 billion, it is undeniable that we all bring uniqueness to the table of networks to which we belong. Our life experiences shape us—intellectually, physically, emotionally and spiri-tually; this is what differentiates us from each other. Collectively our

 

The Emergence of The Relationship Economy  175  elements represent the gifts, abilities, and purpose we have, including both the good and bad, which we ultimately share with others through exchanges and future experiences.

Enter adult social networking. People spend time and money connect-ing with others online, but few are actually making any substantial money doing so. People share, help, express and participate with people they have never met but feel a kinship with based on commu-nications. So, what causes these changes in human nature?

When we enter the virtual world, we do so with the history and experi-ence in human relations of our physical world. With whom and with what we associate tends to follow the form of our physical world thus creating “our technological DNA of affinities.” Our personality will affect how and where we use our gifts and abilities within virtual communities. For instance, two people may have similar intellectual knowledge and experiences, but if one is introverted and the other is extroverted, that intellectual knowledge will be expressed differently.

The more we participate within virtual worlds the more pronounced our technological DNA and virtual personalities become. Like stained glass, our different personalities reflect different shades of light within virtual communities. Our virtual life takes on different shapes as we begin to express ourselves to others individually and collectively through the groups in which we participate. In the same way our physical life is shaped by our physical world experiences of the past, our virtual life also takes shape based on the groups to which we belong and to whom we are connected. In determining our shape within the virtual world, one should consider what they desire for experiences in the future.

The Relationship Economy starts with changing the mindset of the masses, already happening through natural chaos. The mindsets we develop fulfill the heart’s desire to give, and to realize doing so can be facilitated exponentially using technology. Our identities become anew – fulfilled with purpose based on our individual gifts, the richness of our relationships, and how many others we can reach by sharing our gifts.

The Relationship Economy is already gathering steam and amassing adopters who, without much of a tangible definition, are following their hearts and wondering why this feels so good. Kevin Kelly (1998), note-

 

176 Chapter 18: The Human Factors  worthy author, said, “In a poetic sense, the prime goal of the new economy is to undo—company by company, industry by industry—the industrial economy” and we would add: individual by individual down to the essence of our being.

The Relationship Economy is not something one organization creates. Rather, it is the natural migration of human nature in mass looking for identity and fulfillment. Ironically, technology has enabled us to fulfill the very nature that resides in all of us, but has been heavily influenced by the history of traditional thinking, the paradigm of our minds where we have been taught to take rather than give. 

Kelly (1998) stated, “Communication—which in the end is what digital technology and media are all about—is not just a sector of the economy. Communication is the economy.”

In the world of plentiful networking opportunities, our struggle is not for finding connections but for finding meaning. As shown by the rise in volunteer work worldwide, people generally want to do things to help other people. It appears that altruism will play a significant role in the future, and that, ultimately, people are not focused on what they can get from others but what they can contribute to the lives of others. In-dividuals draw strength from quality, interdependent relationships, and often seek higher goals, such as a sense of belonging and identify a purpose in their lives (Sørensen, 2006).

Adults, in particular, have to overcome the restraints from their experi-ences in order to enjoy and satisfy a need for meaning. Because of in-dividual experiences, many have not regained their focus to enjoy quality relationships, and thus satisfy their need for meaning. This lack of focus may have resulted from being hurt due to broken relationships, divorce, employment conflicts, family stress, and so on. 

One of the main problems in understanding social networking is that some may assume that people behave utterly selfishly, which is untrue, because in many virtual communities people are being helped, encour-aged, and fulfilled every day. Even the terminology used in the old economy may have been detrimental to the relationships themselves. Companies in the old economy prided themselves on “managing” rela-tionships—treating people as “human capital” or “human assets” (Rayport and Jaworski, 2003). However, mechanistic production and

 

The Emergence of The Relationship Economy  177  rapacious consumption cannot contribute to a fulfilling life, much less substitute for one. Treating people as “human resources”—as tools for making money—is resulting in widespread stress, depression, and meaninglessness among both rich and poor in the so-called “devel-oped” countries. 

Some individuals seek only to “get” rather than “give” in the virtual world, and they approach a virtual community with the same view as they have with communities in the physical world. However, in many communities, altruism thrives because the people in the community help each other. Subsequently, the help each community member gives to others meets the very need for significance and esteem.

The “get” versus “give” mindset has affected the way business is con-ducted, as well. In The Relationship Economy, there are subtle and important differences from the traditional economy that influence the ways consumers and businesses behave (Wood, 2000). Some busi-nesses understand the changes; they are focusing more on the existing or potential relationships that affect them, and many consumers are responding by frequenting those businesses (Wood, 2000).

To be successful in the virtual world one must go back to the basics of human composition and understand that giving is more satisfying than taking. It is imperative to have faith in the truism “give and it shall be given,” or the approach to social networking will be with a jaded mind and heart, failing to comprehend and tap into the power of human nature accelerated by technology.

In The Relationship Economy, new terms are likely to appear, both to describe the business relationships between companies and those between companies and consumers. The traditional business model caused businesses to form and nurture long-term relationships with each other (Rayport and Jaworski, 2003)—the model in The Relation-ship Economy will force them to form and nurture long-term relation-ships with everyone.
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19 The Learning Factors

Carter F. Smith

 

Learning is not compulsory... neither is survival.

— W. Edwards Deming (1900 - 1993)

 

Terabytes of information are exchanged between

hundreds of millions of individuals globally. From

these conversations, we are individually and col-

lectively inspired to learn of a new world, fueled by

a Relationship Economy where the overriding

factor of value appears to be our ability to learn.

Learning is a lifelong process. Even those who are

leaders in their organization must learn on a

regular basis. In The Adult Learner, Knowles, Holton, and Swanson (2005) identified the strong

link between leading and learning. Knowles is

known as the “father” of modern andragogy.

Andragogy is the “art and science of leading

adults.” Leaders must be both proficient in

learning and proficient in leading others through

their own personal learning process.

The overwhelming pace at which change occurs,

relationships are built, and business is done

appears to serve as a catalyst for both leadership

and learning. Leadership is needed to maintain

order and guide individuals and organizations

through previously uncharted territory as they

 

The Emergence of The Relationship Economy  181  move through often-strange surroundings with the speed provided (and required) by Internet time. The learning zone in these times is a synthesis of new ideas and excitement, often mixed with some confu-sion. It may feel uncomfortable, especially for the consummate profes-sional, but that is precisely how it is supposed to be. 

The optimal zone in which adults learn is referred to as disjunc-ture—when time seems to stop. . . when our biographical repertoire is no longer sufficient to cope automatically with our situation. . . where we have a tension with our environment (Jarvis, 2006). Without entering this zone, we are simply stacking up our experiences on top of things to which we can relate. This action often leads to an unnec-essary compromise, where we settle for what is readily available to us, rather than what is actually the best fit. With disjuncture, we are forced to build a completely new structure of learning. While in the disjuncture zone, though we usually will experience discomfort, we are ultimately able to establish a strong foundation for real learning.
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Many people equate learning with an educational institution. They may have a very shallow definition of learning, limiting it to various educa-tional institutions and for a select few of the population. While these in-stitutions serve a valuable purpose for the development of the individual, it is not their sole purpose. It is at these places, for the most part, where we interact with different people, develop interpersonal re-lationships, and acquire a working knowledge of the real world. 

 

182 Chapter 19: The Learning Factors  Today’s students use modern technology in their everyday activities, and the way they communicate now is likely to influence how they com-municate in the future as they enter the workforce in numbers that will cause us to rethink how things are done. Most of today’s college students have an online presence and regularly communicate online in some form (Oblinger & Oblinger, 2005; Sreebny, 2007). Today’s social networking sites are often the medium used to establish this online presence, and they are increasingly attracting return visits on a regular basis. On the first day of college, 85 percent of college students have a Facebook account; by the end of the first semester, and due to various internal or external influences, 94 percent of college students have a Facebook account (Sreebny, 2007). 

Students need these interactive environments to help them grasp the complicated and controversial content inherent in the material they are learning, both in the classroom and in their new life away from the home of their parents. They will also use these environments as they enter the professional community and engage in collaborative teamwork, project management, and shortened deadlines. If they will be expected to survive in the pre-defined business world, they will need to understand how these environments can be used for their benefit, and the rest of us will need to help them learn.

Most of our learning, especially in higher education, comes from a secondary experience (Jarvis, 2006). With established social networks, we are able to build connections with many others who have experienc-es that are vastly different from our own. By engaging with them in a mutual and mutually beneficial learning experience, we are able to col-lectively engage in the learning process and increase our potential for learning. At the same time, we are strengthening our trusted connections with others as we share our experiences with them. These relationships will continue long past the handing out of diplomas and the tossing of tasseled headwear.

This phenomenon has not escaped the attention of researchers, both in academia and in the business community. Many in higher education are using, or to some extent evaluating the use of, contemporary social networking technology such as MySpace or Facebook (Carnevale, 2006). Though the reasons for such exploration are varied, the essence appears to be that learning always occurs in a social context (Jarvis, 2006). 

 

The Emergence of The Relationship Economy  183  By capitalizing on the use of social networks while students attend college, faculty and other school leaders can not only strengthen the learning foundation for students, but can also maintain contact with students as they go out into the community following graduation. College administrators can strategically use social networks to stay in contact with graduates in hopes of garnering a loyal cadre of alumni.

For students, taking part in social networks while in college offers benefits for the future. Networking can be a means of establishing con-nections within the community they will enter upon graduation. As alumni, they can show loyalty to their alma mater by offering employ-ment to future graduates, support to athletic organizations, and financial contribution to the institution.

Neither the concept of learning nor the rapid growth in usage of social networking technology is limited to learning institutions. Learning is a lifelong journey with wondrous surprises awaiting the journeyman. Learning is a constantly evolving organism that knows no limits and is constantly developing the human mind into new ways of thinking, acting, doing, and living. Learning is the root of past discoveries and civiliza-tions, the backbone of present ones and the catalyst of future ones. It is essentially what separates us from animals, and is exceedingly impera-tive in developing a closer, more intimate relationship with the Creator of the universe. Without it, humanity would be virtually non-existent.

The common dictionary meaning for learning is “knowledge acquired by study.” By studying certain subjects found in books and magazines, such as mathematics or science, one can gather a concrete knowledge of the subject matter. By studying people, events and places around one, one can gather a general understanding of how they operate. By taking the time to study oneself, one can gather a healthy, thorough, legitimate knowledge of oneself and how to improve. There is no doubt that learning is essential for the human being to survive and thrive.

The purpose of learning is to enhance and develop the human mind, and to develop, nurture, and enhance civilization. The purpose is to obtain learning and to share learning so that everybody can benefit, since everyone has to live in this world.
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There is much to learn about the emergence of our virtual world. Numerous factors are inter-related and the convergence of global con-versations is creating the abundance of information, which in turn is defining new knowledge that requires learning like never before in our history. 

The operators, the media, and the technological providers—for their own purposes aimed primarily at economic gains—are maximizing their understanding of the knowledge of the power and the use of social networks. When the majority of individuals participating within the medium of social networks begin to learn beyond “how to use” the medium and move to the strategic use of “purpose driven business and personal objectives,” we will see a rapid shift of power and focus.

The Relationship Economy will emerge faster than the medium that enabled its emergence as individuals learn how to leverage their power and their networks. The Relationship Economy will be born out of the simplicity of collective purpose and understanding. Simplicity is a tipping point when collective experiences and information emerges as well defined knowledge and pathways shared with the masses. We hope to facilitate the emergence by providing the research, the tools, and clarity to the pathways of success.
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20 The Industry Factors Carter F. Smith

 

Many of the factors we have identified and

discussed are viewed in the context of traditional

business organizations. This chapter will examine

some of the challenges faced in a variety of indus-

tries when considering the changes brought about

by the use of social networking and other Rela-

tionship Economy catalysts. 

Whatis.com defines social networking as “the

practice of expanding the number of one's

business and/or social contacts by making con-

nections through individuals” (Social Networking,

2007). They note that the “unparalleled potential

of the Internet” serves as a major catalyst, and

that social networking sites serve to “help people

make contacts that would be good for them to

know, but that they would be unlikely to have met

otherwise” (Social Networking, 2007). 

Social networking has been increasingly

accepted in traditional businesses, but not so in

others. The changes brought about by The Rela-

tionship Economy will be examined with the

lenses of three industries: Government (Law En-

forcement), Services, and Manufacturing, which

have not been quick adopters. 
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Law Enforcement

Providing law enforcement services to the community involves a unique mixture of talents and techniques. There are many service functions provided by law enforcement organizations, and a variety of specialty services provided by its members. Consequently, Law En-forcement is one of the government industries that will be drastically affected by the changes brought about in The Relationship Economy. 

Many traditional businesses have increased their consideration of virtual workforces in response to a variety of precursors to The Rela-tionship Economy. There may initially appear to be limited application for this model in traditional law enforcement operations. However, if we stand on top of the box and reexamine the application, we may find this model useful. If computer companies can outsource their customer service to another country, it seems feasible that non-emergency calls for law enforcement service could be sent to an appropriately outfitted home office. With voice technology currently able to record and store

 

188 Chapter 20: The Industry Factors  conversations virtually (see the developments of Google’s Grand Central as an example), could this change how we look at police dispatch? 

Social networking, as we have mentioned elsewhere, requires us to transform our thinking. We are not suggesting a radical implementation of a set of inflexible technologies. The suggestion is to use more of an a-la-carte approach to see how specific technology implementation would benefit certain operations. If law enforcement organizations intend to be effective in the new economy, they will have to reevaluate their business models on a regular basis. 

One example of an opportunity to reexamine existing business practices and apply new technology would be the ever-present challenge in law enforcement intelligence known as “connecting the dots.” This challenge is experienced when communication between related groups or teams (even in the same department) breaks down to the point that the job of intelligence collection, analysis, and dissemination cannot be accom-plished easily, consistently, effectively, or in a timely manner. This mis-communication or lack of communication often occurs when a representative from one team chooses not to contact another because there was no pre-established trust relationship. Pre-established social and professional networks—whether augmented by technology or not—will facilitate this communication and the process where the dots can be connected.

To an extent, law enforcement organizations can benefit from the work tempo increase enabled by the technology. Officers on the street presently serve the public in a variety of roles, many of which are time consuming, and technology that streamlines such work would be ben-eficial.

There is significant public strategic value of a law enforcement community built around a knowledge sharing culture, where a large law enforcement network with weak internal personal ties is transformed into a network where many individuals find commonalities and form personal relationships. Social networking is beneficial to law enforce-ment, the public, and criminals alike. 

 

The Emergence of The Relationship Economy  189  Many organizations have examined the replacement of email by inter-intra-agency use of wikis. Law enforcement organizations could become even more effective if all their policies and procedures were maintained in a central location—such as a virtual bulletin board that could be edited by a select number of leaders, with an update notice to email, internal mail, or mobile phone text message, to notify the user of the changes on an immediate basis.

We should consider adding our local police officer or precinct to our contacts or friends list. These individuals and organizations exist already in our community network, and possibly our social network of friends. Imagine community policing enhanced by a display of trusted connections, personal photos, or random thoughts. Customers who aggregate and form interest groups will be able to influence the private sector through comments and postings and interactions. Citizens who form virtual communities could share information within that communi-ty. Professional use is the number one reason many join an online com-munity, and sometimes it overlaps social use.

If law enforcement took advantage of existing technology, we envision the process of a phone call to the police station being replaced by a posting on the virtual wall of the police station’s Web site. If we are members of a variety of groups that include our neighborhood, volunteer watch patrols, perhaps even the Tuesday-Thursday carpool, some of our regular communications are likely made via text message from our mobile computing devices in the new economy.

A concerned group of individuals or citizens will impact government agencies of all kinds. The concept of customer service in government will be a reality in The Relationship Economy.

A convenience-sampling search for “law enforcement” on the worldwide social networking sites Facebook, MySpace, and LinkedIn was conducted, which produced interesting results. 

The Facebook account yielded over 500 profiles for individuals listing their profession as “law enforcement.” It should be noted that Facebook limits the results to 500, does not limit the search to profes-sion, and does not report higher numbers. A follow-up search limiting

 

190 Chapter 20: The Industry Factors  the results to “Job Title: police” was conducted, also yielding 500 results. A search for law enforcement yielded only six. This search was conducted with 316 friends on the profile.

A general search for “Law Enforcement” on the MySpace account yielded 93,400, but contained links to groups, postings, and other non-profile data. By limiting the search to “general interests,” a return of 361 profiles was found. A general search for “Police” yielded 5,000 results. These searches were conducted with 69 Friends on the profile.

The LinkedIn account yielded over 500 user profiles for individuals listing their profession as “law enforcement.” It should be noted that LinkedIn also limits the results to 500, and does not report higher numbers. This search was conducted with 186 contacts on the profile.

The purpose of these searches was to ensure there were a sufficient number of those engaged in the law enforcement profession with some form of social (professional) networking presence. These sites could be useful to those engaged in law enforcement activity for making and maintaining contact for social and professional purposes. Further, re-cruiting for jobs occurs on these sites, and it is anticipated that services such as real-time collaborative conferencing including audio, video, and text will be found invaluable in the law enforcement field. As the public sector follows the private sector, we can expect to see numerous areas of specialty communities develop, which are comprised of those involved in the investigation of drug crimes, gangs, and even traffic offenses, for example.

For those in the law enforcement field, online communications poses major concerns regarding privacy. Law enforcement officials inherently need to establish a trust relationship in order to communicate effective-ly face-to-face with criminals, witnesses, etc. How much will that change in a digital encounter?

Additionally, software downloads (designed to enhance user experi-ence) may be prohibited by the organization’s technology department. The need to install even a minimally intrusive piece of software might frustrate the user enough to cause him or her to avoid the connection that would benefit them the most. The potential solution for this might be a Web-based third party aggregator service that would be designed
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As with any other industry, initial apprehension from the organization’s leadership is expected. Security will be addressed, and prohibitive measures against the counterproductive use of the technology will be taken. There may also be challenges with encouraging open commu-nication and dialog between co-workers. These challenges come in demonstrating the value of this technology and then teaching people how to use the basic tools of the information age, which is not peculiar to law enforcement, but will add an additional complexity for the police officer on the street, as an example. 

There should not be a lock-step application. Individuals will naturally fill roles within the various segments of their communities, often taking what was learned in one to apply in another. There will be some who ask questions. Others will answer. Some will post blogs, and others will comment on them. In the end, it is all classified as communication.

 

Services

According to the United States Census Bureau, the services industries account for 55 percent of economic activity in the U.S. The services industry as referred to by the Census Bureau includes consultants, trainers, financial advisers, communications providers, publishing, an assortment of technology designers, and the sales forces and support personnel within and peripheral to those industries. The services affected by the early stages of The Relationship Economy can be limited only by the vision of those providing such services. 

Increasing numbers of healthcare, scientific, and other professionals are not limited by the need for ongoing face-to-face contact, and appear to be prepared for engagement in the new economy. In addition, the nature of providing services requires the ability to adapt to changing needs; thus for those in the services industry, the use of social networking technology is not as daunting as it can be for other industries. Because technology can be a boost to productivity and desired outcomes, the use of technological tools is on the rise in the services sector. 

 

192 Chapter 20: The Industry Factors  The services industry appears well positioned to benefit from the increased acceptance of the virtual workforce. Many service providers are on the cutting edge of such trends and easily accept the need to transform their thinking and build long-distance relationships based on trust. This industry grasps the strategic value of “digging your well before you are thirsty,” and naturally makes and strengthens connec-tions in order to learn about the potential synergy they have with others in order to develop new clientele.

The usual strategy of the services industry is to amass a collection of business cards (or contacts), often resulting in a large network of weak ties. The strength of social networking provides options that allow for strengthening some of those ties. This group naturally connects with new people who have similar interests and instinctively looks for common ground on which to develop their relationships. The services have already recognized that aggregate groups of customers can influence prices and offerings, and they are likely to adapt to those demands as easily in digitally based relationships as they have in the face-to-face model.

[image: ]

 

The Emergence of The Relationship Economy  193  Service organizations and businesses engaged in The Relationship Economy will realize increased productivity. Their increased connectivity and mobility will require flexible and responsive systems in time management and customer relationship management. Communications in The Relationship Economy including real-time collaborative conferencing, using audio, video and text, will provide a venue in which much of the personal touch in services can be (virtually) felt.

Those providing services seem to have a unique place when it comes to addressing what is identified as the “Digital Divide.” The Digital Divide refers to the gap that exists between the “Haves” and “Have-Nots” regarding access to technology. Those businesses that have “service to consumer” services will have to bridge this gap in order to provide services to a select number of their potential customer base. For example, those providers of geriatric health care may find that many of their clients may not have access to or the mental or physical capability to use technology. It is expected that many companies will offer tutorials to teach clientele who have access how to use the technology necessary to exchange information that supports the required services.

The May 2007 survey conducted by the Institute for Corporate Produc-tivity noted that of those who use social networking technologies, 55 percent use them to share best practices and answer questions (Vickers, 2007). Of those surveyed, 47 percent use their networks to connect with potential clients and showcase their skills, while 55 percent do so to share best practices with colleagues, and 49 percent use them to get answers to issues they are currently facing (Vickers, 2007). These are all indicative of a strong foundational use of consult-ing (which emphasizes best practices) and other services, and while the percentages are already relatively high, they are expected to continue their growth.

Those who provide training for a living recognize that online learning opportunities add many new possibilities to their repertoire. Most times, online education and training do not require face-to-face en-counters. However, some educational institutions chose to require an on-site experience. Often, an introductory training session can precede a more intense face-to-face training, allowing the attendees to

 

194 Chapter 20: The Industry Factors  establish a comfort level with the material and the trainer. In the same way, follow-up on-line sessions can wrap-up the study, and provide continued dialog that reinforce the learning process.

The banking industry has asserted itself as a powerful online presence for some time. As the client base becomes increasingly comfortable with technology-based communication, transactions that started with an office meeting and culminated with a mailing or facsimile transmis-sion can be completed in far less time with a Web site visit, or even a simple mobile phone text message. 

The services industry is expected to continue to lead the way in The Relationship Economy, fueled by the needs of its clients and the oppor-tunities provided by technology improvements. Each of the areas in this industry can expect to change from the way in which they conduct business as they adopt new technologies. 

 

Manufacturing

All facets of the manufacturing industry are affected by The Relation-ship Economy. The evolution of The Relationship Economy will affect operations and physical plants across international borders. The man-ufacturing sector is expected to have the biggest potential for change of those examined here because it affects international commerce as well as individual consumption. Change will be required and rewarded in this industry, and opportunities for growth will abound.

The trade of manufacturers is raw material and the process that trans-forms it. Prices are set, markets are stabilized, and business is con-ducted—often with the same suppliers. Once a relationship is developed, repeat business between the same suppliers and buyers stabilizes and strengthens it.

With the exception of a few administrative functions, the use of a virtual workforce for many manufacturing functions is not possible. The change to the manufacturing model will be shifted if most processes are performed virtually. In addition, if the industry’s actual manufactur-ing component, including quality control over production, moves

 

The Emergence of The Relationship Economy  195  outsides a particular country, it will affect the real estate property of the original country. The evolution of The Relationship Economy will effect operations and physical plants across international borders. 
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As those in the manufacturing sector transform their thinking, they may do well to choose wisely when looking for the best place for a new facility. The Relationship Economy appears poised to affect the way manufacturers conduct recruiting, determine output, and market what they produce. These changes will require a workforce comprised of in-dividuals who can understand the significance of such a rapidly changing paradigm. Those who ignore the potential for change are likely to be engulfed by it. 

The effect of The Relationship Economy on manufacturing will be increased productivity and efficiency. Consumers will collectively demand that products are of superior quality, that they are of sufficient amount and variety, and that they be available without unnecessary delay. Manufacturers will be required to do more than listen—they will need to ask us what we want —and deliver it using both production and social media processes. 

 

196 Chapter 20: The Industry Factors  The manufacturing sector may have the highest number of employees experiencing the Digital Divide—the gap between the “haves” and “have-nots” regarding access to technology because many of their employees have no current need to use social media in order to produce products. It may serve the industry well if it provides opportu-nities to train employees on the use of basic technology. This may involve allowing access to public social networking sites on company time, or designing in-house networking sites. 

Further, manufacturers in The Relationship Economy will need to find effective ways to evoke positive experiences outside of traditional marketing channels. Relationship building with the end-users through the medium of social networking will be the starting point. Company employees represent the company even when they do not intend to do so. In The Relationship Economy, policies for interaction outside the company, though likely to be considered intrusive, should be provided for in those situations where employees have provided a visible con-nection to the company in their profiles.

Manufacturers will have to take steps to caution against counter pro-ductivity for those engaged in communicating—both those on the company’s time and those working on the company’s behalf. It will have to address the synergy between physical production require-ments and those processes that can be enhanced through employing social media technologies. In addition, it will have to address the em-ployees’ expectations that they have access to social media during business hours and the companies’ interests on social media sites, which will have an impact on The Relationship Economy. 
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21 The Planning Factors

Jay T. Deragon

 

“The Planning Factors” are just that: factors that

must be considered in planning one’s future

actions. They consist of examining the entire

system of The Relationship Economy, and

ensuring that all the factors are considered for

one’s future social networking. One method of

context analysis, factor analysis, also known as

environmental scanning, is a method to analyze

the environment, including personal factors and

the macro environment, in which a business

operates (Context analysis, 2007).

This is an important aspect of a strategic

planning process as organizations and individu-

als enter the social networking space. Because

the factors of The Relationship Economy are

highly dynamic and ever changing, the process

of factor analysis must be a continual process

rather than a single “event” that occurs in the life

of a business.
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An older method of context analysis, called SWOT (Strengths, Weak-nesses, Opportunities, and Threats) analysis, allows a business to gain an insight into those four categories posed by the market within which it operates (Context analysis, 2007). In factor analysis, we are more inclined to examine not only the market in which we are operating, but also the shared and even the peripheral environments between the primary market and related markets. This complex examination requires a “vision” that is referred to as systemic, or systems thinking (Senge, 2006). Systems thinking describes the process of understanding the entire system by contemplating the whole, not simply the individual parts—the fifth dimension (Senge, 2006). Senge’s focus on systems thinking encourages us to take a step backward, to consider what may not appear directly in front of us, to attempt to understand how smaller events can change the larger collection of events.

While application of SWOT is appropriate in helping to determine whether social network(s) are or would be a value-add to your business, it does not apply to determination of which platform or platforms would be appropriate. This alteration in the process requires research and analysis of both current and future factors of this emerging space. The alteration also requires that SWOT analysis is considered in context to this dynamic environment. 

 

200 Chapter 21: The Planning Factors  Research on the driving factors that influence the social networking market in light of current and future conditions shows many significant factors of influence. When evaluating initial factors, the use of an inter-relationship and affinity diagram enables us to sort through the collec-tive meaning of the factors and then categorize them—effectively determining and ranking how the categories relate to and influence each other.
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The relationship between the categories is defined by which category drives the others (most to least), with subsequent outcomes being out/in arrows. The category with the most “out” arrows has the greatest influence on the collective factor outcomes. This method of analysis is likely to produce different outcomes when applied by different individ-uals, organizations, or institutions in the context of their opportunities to leverage their network to meet their objectives within the emerging space of The Relationship Economy.

Each category may produce different results based on the question, “How can we leverage social networking mediums to our advantage?” That question establishes the direction of the above example by shaping the context for analysis. Subsequently, the outcomes of these
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While the research and reporting on the factors thus far identified con-tinues, additional factors continue to emerge in this rapidly expanding area. Newly identified factors should be included in this analysis in the future by each segment of the market as it enters the social media space. The social networking space is dynamic, and therefore, consid-erations must be made to manage The Relationship Economy appro-priately.

Anyone who is serious about capitalizing on the opportunities through social media must develop a plan that includes a system that reports on the changes that occur on a daily basis. One technique could be to alter the traditional balanced scorecard tool for ongoing assessment and feedback, which facilitates the establishment of monitoring systems. In addition, the process of planning can be easily changed to respond to market influences and technological developments. The balanced scorecard has been used to clarify and update budgets, identify and align strategic initiatives, and conduct periodic perfor-mance reviews to learn about and improve strategy (Balanced score-card, 2007). 

Convergence of devices, networks, networking platforms, multiple mediums, and content within the social computing space is the subject of interest. The execution of convergence is happening. Much of it is happening behind the scenes, but will not be for much longer. The combined convergence will result in significant disruption in numerous social computing models that have not even had time to mature.

Recently, we witnessed additional technology that enables individuals to connect their profile in social networks, their content, videos, and ev-erything else across their computer, TVs and cell phone—seamlessly. In addition, we now have the ability to run live video conferencing directly from a personal profile. 

The cover story of the September 2007 issue of Business 2.0 was “The Next Disruptors.” It focused on the potential grip that social networking technologies have on current business practices. The subtitle read, “Watch Out, GE, AT&T, United, Microsoft, and even Google. These 10

 

202 Chapter 21: The Planning Factors  new companies are getting set to roll up markets.” The subtitle provides us with a viewpoint as to how hot the market is for social net-working content and providers. 

The article provided this advice:

1. Sell Ads: Developers who launch applications on Facebook are

generating income from advertising.

2. Attract Sponsors: Some developers are using sponsors to

launch their applications.

3. Sell Services: Some creative firms are promoting services on

Facebook through widgets and advertising media. 

4. Sell Products: Facebook has established a marketplace for the

sale of products, and soon the executives will be launching their own ecommerce engine to facilitate sales directly through Facebook applications.

Does this sound like The Relationship Economy? The next path of migration must be centered on the individual user’s ability to create an economy of his or her own. When that happens, it will be the genesis of The Relationship Economy. This will enable millions of individuals to exchange value for economic gains. The pathway for individual gains will follow institutions, governments, and corporations creating their own marketplace of exchange within social networks. Ultimately, all this activity will roll downhill to individuals who are connecting, socializing, communicating, and buying and selling. The collective activity repre-sents the emergence of The Relationship Economy—born in the virtual world and enabled by advanced technology. Our vision of the future will become reality. 

What is certain is that change has been happening and will continue to happen at lightning speeds. This is not a space for the faint of heart; rather it is for the dynamic aggressors who can see the future and plan to be there before others arrive. Planning for disruption and being on the cutting edge are the initial steps necessary for defining future op-portunities. Much needs to be considered and sorted out with clarity, and doing so requires a comprehensive approach while focusing on the factors that enable success. 
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Many of a particular advertising company’s employees were spending a portion of their workday on a public access social network site. In response, the company leadership launched a network of their own, for employees only. Today, a little more than a third of the company's workers have signed up for their own pages where they can create profiles that outline their jobs, list the brands they admire, and describe their values (Workplace, 2007). 

What the company chose to do was to focus inward instead of outward. The company decided to channel or guide the natural actions of its employee. It had the opportunity to find ways to help the employees market their company brand while engaging in social networking with other individuals who were not employees of that company. 

Mainstream traditional companies also are looking at the fast-growing social network scene as a place to market their products, and many are adopting similar Web technology to create internal networks. It is an efficient way to mine for in-house expertise, discover new recruits, and share information within their own walls. However, establishing a corporate version of a social network has its own challenges, because companies have to build in safeguards to ensure compliance with re-quirements and protect privacy (Green, 2007). 

Employees are pushing companies to recognize the impact of social networks. Corporate employees are building lists of contacts from among the more than 17 million professionals on LinkedIn. At Ernst and Young alone, 11,000 workers now have Facebook accounts (Workplace, 2007). By offering employees a social network, companies hope to obtain the benefit of leveraging the employee’s skills and contacts, while also providing a collaborative environment that will cut out time that employees spend mailing documents and e-mailing comments (Work-place, 2007). 

This volume of participants translates into a potential marketing opportu-nity of enormous proportions. It is particularly opportunistic for tech companies that sell networking products. Everyone from IBM to Microsoft to startups such as intro Net-works, Awareness Inc., and Jive Software are offering applications and services. One company, Select-Minds, has created social networks for 60 companies, including

 

204 Chapter 21: The Planning Factors  Lockheed Martin and JPMorgan Chase (Green, 2007). Moreover, SharePoint, the Microsoft software that lets companies set up MyS-pace-like profiles, blogs, and collaborative Web sites (known as wikis within the confines of their firewalls), is one of the fastest-growing server products in the company's history (Green, 2007). “At first people were slow to adopt this; they were nervous. But now we're seeing a bunch of adoption,” says Rob Curry, director of the Microsoft Office SharePoint Server software (Workplace, 2007). Both Microsoft and IBM are using their own offices as labs for their products. 

These techniques are also gathering momentum in knowledge man-agement. IBM introduced a platform called Lotus Connections that allows company employees to post detailed profiles of themselves, col-laborate on projects, share bookmarks, and identify in-house exper-tise. Another company is testing the software to put inexperienced members of its customer-services team in touch with engineers that can assist them and their customers (Jardin, 2007). Software firms will probably start bundling social features of this kind into all sorts of business software (Jardin, 2007).

 

Example of Using the Planning Process for 

Corporate Benefit

Company A, a consulting firm specializing strategic development for many Fortune 500 companies, followed the planning process illustrat-ed above and came away with a new plan of action.

After facilitating an analysis of their own SWOT in relation to this emerging space, they discovered the following:

1. They could leverage the social medium technology to increase

value to existing clients.

2. They could leverage the medium to improve their position as

thought leaders within the selected industry segments they serve.

3. They could build or transform existing practice units into experts

in deploying strategic plans for others seeking to capture the opportunities presented by the medium of social networks.
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processes such as communications, coordination of task, and collaboration amongst dispersed resources.

5. They could leverage the medium for the purposes of creating

market differential through development and deployment of proprietary technology that enhances the medium and social media efforts.

From these initial strategic opportunities, the company then rated which of the above would help drive the organizations overall financial objectives. They concluded that #1 should be the starting point, and decided to use this experience as a case study for their own clients and as a medium to communicate the value proposition of social computing and their own depth of knowledge.

Subsequently, the company appointed a small team to lead the process and report to the executive committee with specific execution-able tasks, timelines, and budgets, as well as expected returns. This initial team would later become the company’s leading resource relative to the plan and the subject matter.

Six months after implementing the plan, the company was amazed at how receptive the market was to the newly introduced tools and the firm’s expertise, which provided assistance to prospective firms that wanted to leverage their own objectives using the medium of social networks and related factors.

The race is on. Those who will win using the new medium and its related power are those that define the very factors driving their market, their customers, and their operations, as well as those who have finely-honed execution skills and respond to changes with light-ening speed. 
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The Emergence of The Relationship Economy  207  Note that this model begins with establishing a (strategic) purpose. The word “purpose” probably draws a nod—perhaps even a stifled yawn from many in business (Morgan, 2006). Few owners would admit to a commitment to a purpose and the long term that fades in and out. Yet purpose is not as pervasive and easy as it sounds. Purpose means that quality decisions are not situational. The advent of social networking mediums is creating a stir within the business community across all markets globally, but has business defined its purpose?

Given that a primary purpose of any business is to serve its customers efficiently and effectively with the value proposition that they offer, one must then consider the impending impact of social mediums on that purpose. However, will business leaders react and jump into social media without a clear purpose in mind?

Are social networks situational or do they represent strategic shifts of strategic importance?

Robert Young (2006) has written about social networks as a platform for self-expression, and noted how new media shifts the balance of control for production and distribution of content between corporations and consumers. He has also written about the strategic implications of these shifts and the business model challenges that face any player at-tempting to monetize social media.

There is another critical aspect of social networking, however, that will serve as the anchor component for social networks as they begin to enter their next stage of evolutionary development. This component is the communications layer embedded within social networks (Young, 2006). 

It is equally important to realize that communications alone, especially a new form such as walls, does not necessarily act as the primary draw for new users (Young, 2006). For example, going back to the early days of consumer online services, email was not a very effective draw to acquire new users. This occurred primarily because most people had no idea what email was and how useful it could be. Therefore, other benefits, such as unique content, were emphasized to acquire new users. Yet, once users discovered the benefits of email, it became the common ubiquitous activity among the community. As a result, it is

 

208 Chapter 21: The Planning Factors  critical to understand that what attracts people initially is often not what keeps people on your network interested and vested in the long run… a dynamic that is a critical guide for strategic planning (2006).

While communications is a critical factor for every business, it is not the only factor to consider. As the business markets become more and more engaged with the medium of social networks, it is of critical im-portance that they define the “purpose” of their involvement. Once a clear purpose is defined, then, as our diagram illustrates, one can expect to map out effective strategies and actions to fulfill the stated purpose.

Strategies followed by actions can be measured to verify intent and to determine whether those actions are fulfilling stated purposes. Situa-tional reactions to the growth of the social media implementation strat-egies will only end in wasted time, energy, and expenses.
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The use of social network media and networks is evolving from serving a social need. Now, online social networking services are becoming more popular for business purposes (Jardin, 2007). In addition, users seem to believe that these sites will continue to be useful for business purposes. In response to a poll by MSN, 73 percent of over 4,000 re-spondents agreed that online social networks can boost business

 

The Emergence of The Relationship Economy  209  (2007). An obvious application is to generate sales or business collab-oration leads: a salesman can use the service to identify who within his network has the closest links to a prospect, and then request an intro-duction (2007).

Much of the current emphasis seems to focus on limited application to businesses, and approaches seem to be limited to “silos” of thinking related to recruitment and branding. Businesses may be missing a larger picture of value yet to be tapped and maybe even yet to be en-visioned. 

“Social networking sounds great in theory, but the business benefits are still unproven,” says Paul Jackson of Forrester, a consultancy. “But if who you know really does matter more than what you know, it has obvious potential” (as cited in Jardin, 2007). That has not deterred social networks such as LinkedIn from positioning itself as a profes-sional network. However, some are missing the “systemic” use of social mediums to improve the inputs, processes, and outputs of any business. The diagram represents a macro view of all businesses from the perspective of “Systemic Thinking” or Systems Thinking (Senge, 2006).

All business represents a collection of people, processes, and custom-ers. The effectiveness and efficiency of a business is driven by how well the people and processes are connected, managed, and aimed at delivering products and services that satisfy customers. All business requires a medium of marketing, communicating, and selling means that drive customer awareness of the business proposition.

When you view traditional business, systemically one can see how the medium of social networks could and can provide the means for seamless and effective connectivity aimed at delivering the results to the customer efficiently. The medium of social networks provides a new method of reach and richness that can enhance any business. It goes way beyond recruitment of employees and basic Customer Relationship Management applications and cuts across all busi-nesses systemically.
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22 The Future Factors Jay T. Deragon

 

Each factor provides an indicator of the future.

“The Future Factors” take into consideration the

collective meaning of all the factors examined in

this book and provide a pathway of strategic

thinking that is different from previous strategic

thinking methodologies. The medium of social

networking both influences and changes most all

past paradigms about society, business, politics,

and relationships and breathes air into the

emergence of The Relationship Economy. We

will introduce a new model of strategic thinking

using “The Systemic Factors” outlined here and

in the future as a model for consideration, when

addressing these significant changes. 

The progress toward improvements in technology

and the ever-increasing demands on time are

inevitable. Every day with every new technologi-

cal evolution in mobile communication, Internet

availability, broadband accessibility, etc., the

speed of life seems to move incrementally into

warp drive. In a paper written in 1968 by Internet

pioneers J. C. R. Licklider and Bob Taylor, called

“The Computer as a Communication Device,”

they envisioned the time when real-time interac-

tivity was possible. They expected an acceleration

 

The Emergence of The Relationship Economy  213  of our abilities to innovate and work creatively. That time is now. Rheingold (2000) envisioned global constellations of change enabled by the Internet. 
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Jan Roger Johannesen, 2007

The Relationship Economy is an economy without borders. The winners of the race will be those who learn faster and are more flexible. Those who succeed in The Relationship Economy will be those who under-stand it so much that they do not see it as a separate entity (Kelly, 1998). Within The Relationship Economy, the technology is ubiquitous, the economy is migrating to the intangible, and governments are deciding whether legislation is necessary to govern the explosive growth (Kelly, 1998). While the Internet has transformed a variety of local merchants and citizens into a “global village” for information sharing, social interac-tion, and economic exchange, technology, generally, has allowed for the creation of a new economy (DeFillippi, 2002). What Rheingold (2000) saw in the early 1990s, when the infrastructure for broadband Internet access was still in its infancy, is happening now. He saw entire commu-nities forming, with their inhabitants forming relationships like those in the “real” world (Rheingold, 2000). We are living today what only a few could envision just over a decade ago.

 

214 Chapter 22: The Future Factors  In 2005, 12 young African civic and technology leaders, including the youngest of 1,000 global activist women collectively nominated for the 2005 Nobel Prize, came together in a forum for exploring the social impacts of technology (Sun Press Release, 2005). Sun Microsystems arranged the forum, and Sun’s John Gage stated, “People around the world—from New Orleans to Tanzania to Islamabad can use the power of the network to have a huge impact on their society. Together, we will create new direct, person-to-person links to support fundamental change in Africa” (Sun Press Release, 2005). Sun’s leadership under-stood then that the world had dawned on a new era, the “Participation Age,” where barriers to technology were diminishing through the prolif-eration of converged devices, and near-universal connectivity was es-calating exponential network engagement (Sun Press Release, 2005). 

“From blogs to JavaTM technology, SMS messages to Web services, participants are forming communities to drive change, create new business and new social services, and collaborate on new discoveries. This growth in the network economy fueled by interconnected technol-ogy will be driven by a commonality of purpose, whether civic, political, or commercial. Sun also believes that sharing and collaboration in the Participation Age will stimulate innovation to help all participants from across the world grow and prosper.” (Sun Press Release, 2005)

In 2006, Barnes and Matteson petitioned 453 universities and colleges in the United States to create a comprehensive understanding of uptake of social media. For the approximately 2,000 four-year accredited colleges and universities in the USA, the name of the game is recruiting the best students. Recruiting is a highly competitive process, more like an art than a science, as the controlling factors are usually more subjective than objective and more emotional than logical. In this environment, social media (e.g., blogs, podcasts, message boards, social networking, videos, and wikis) has become an important new marketing tool. Barnes and Mattson (2007) found that generally, the marketing teams of academic institutions are more familiar with and are adopting social media faster (especially blogs) in order to reach technological savvy potential appli-cants than the Inc 500, which are the 500 fastest growing private companies as designated by Inc. Magazine (Inc.com, 2007). Perhaps more importantly, they are using social media and search engines to research potential students. No longer can applicants behave irrespon-sibly online without potential consequences to their futures (and their parents’ sanity) (Barnes and Mattson, 2007). 
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Figure 8: Social Media Familiarity 

 

(Barnes and Mattson, 2007)
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Figure 9: Social Media by Department 

(Barnes and Mattson, 2007)
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Figure 10: New Technology for Marketing Strategy 

 

(Barnes and Mattson, 2007)

 

For academic recruiting purposes, the social networks represent both the opportunity to have a Web presence though student established alumni groups, as well as for the institution to learn about the students to whom the institution is considering offering admission. Marketing efforts are diffused as traditional approaches such as direct response, televi-sion, and radio marketing campaigns now share both potential students’ attention and the institutional advertising dollars. 

 

Emerging Organizational Forms

The emerging paradigm of collaborative-networked organizations (CNOs) represents opportunities for a variety of dynamic and multidisci-plinary research and development (Camarinha-Matos and Afsar-manesh, 2004). These organizations, similar in structure to social networking communities, will provide valuable elements for research strategy, enabling decision-makers at research funding organizations as well as group leaders in research institutions to fast track and flat cycle new opportunities. Companies interested in innovative development ac-

 

The Emergence of The Relationship Economy  217  tivities in the area of collaborative networking will engage in rapid proto-typing and direct user response capabilities instead of using solutions like focus groups.

In Wikinomics, Don Tapscott and Anthony D. Williams (2006) suggest several directions for the future where self-organization through mass communication will be a norm:

1. Open collaborations to produce collective results not owned by 

anyone including Wikipedia and Linux. 

2. Accessing expert knowledge through idea markets (such as 

Goldcorp and Proctor & Gamble have done). 

3. Customers being able to participate in detailed customization 

past what the vendor facilitates (effectively creating a blurring of company-customer boundaries). 

4. Knowledge transfer among the scientific community. 

5. Methods of opening access to partners, especially for 

complementary software development. 

6. Global production methods. 

7. New ways of facilitating work in combination with those outside 

the organization.

Peter Gloor’s book, “Swarm Creativity,” introduces us to a powerful new concept—Collaborative Innovation Networks, or COINs (Gloor, 2005). His intention was to make the concept of COINs ubiquitous among business managers as any previous methodology used to enhance quality and competitive advantage. Gloor (2005) noted that COINs bear little relationship to previous team models. A COIN is a cyber team of self-motivated people with a collective vision, enabled by technology to collaborate in achieving a common goal—an innovation—by sharing ideas, information, and work (Glorr, 2005). What makes COINs so relevant today is that the networking concept has reached its tipping point—thanks to the Internet and the World Wide Web. Through real-life examples in several business sectors, the Gloor (2005) shows how to leverage COINs to develop successful products in R & D, grow better customer relationships, establish better project management, and build higher-performing teams.

 

218 Chapter 22: The Future Factors  Yet, despite the fact that all these technologies are powerful and widely available, and the fact that using them is becoming almost second nature to all, it remains difficult to deploy useful collaboration tools in the business world—often because of requirement assessment issues, user segmentation issues, training, and usability issues (Kelly, 1998). 

In order to implement the available technologies in a way that allows companies to engage in The Relationship Economy, there must be an intentional convergence of technology features, applications, and tools. These convergences must be adaptable and the formulas capable of being changed. If convergence enables more features to be united under a collaboration umbrella, converged tools will become in-creasingly complex (Delacroix and Gourvennec, 2006). However, the return on investment can be significant. In The Relationship Economy, adaptability is the key, and open collaboration will trump the close-hold proprietary business collaboration models of the past. Breaking the barriers between the various tools that make up collaboration is leading us to this inevitable discussion about convergence (Delacroix and Gourvennec, 2006). 

Convergence also describes the unique combination of complementary technologies. According to Henry Jenkins (2006), convergence means the flow of content across multiple media platforms, cooperation between multiple media industries, and the migration of media audiences who are in search of new entertainment experiences and features. Convergence is a word that can be used to describe techno-logical, industrial, cultural, and social changes. In the world of media convergence, every important story is told, every brand is sold, and every consumer is courted across multiple media platforms. Currently, the culture of convergence is defined from two dynamically different per-spectives—top-down from the corporate boardrooms and bottom-up by the most active users, which are teenagers. Convergence is shaped by the desires to expand media empires across multiple platforms and by the desires of consumers to have the media they want—where they want it, when they want it, and in the format they want (Jenkins, 2006).

In a culture that provides what some have described as information overload, it is impossible for any one of us to hold all of the relevant pieces of information in our heads at the same time (Jenkins, 2006). 

 

The Emergence of The Relationship Economy  219  Because there is more information available on any given topic than we can store in our heads, there is an additional incentive for us to talk about the media we consume, and this conversation creates buzz and accelerates the circulation of media content (Jenkins, 2006). Informa-tion consumption has become a collective process and has defined the term collective intelligence. None of us can know everything; each of us knows something; we can put the pieces together if we pool our resources and combine our skills (Jenkins, 2006). Collective intelli-gence can be seen as an alternative source of media power, and we are learning how to use that power through our day-to-day interactions within convergence culture. We are using collective power through our recreational life, but it has implications at all levels of our culture. There is a cultural shift that is occurring as consumers fight for control across disparate channels, changing the way we do business, elect our leaders, and educate our children (Jenkins, 2006).

To quote Victor Hugo, “You can resist an invading army, but you cannot resist an idea whose time has come.”

 

Enter Web 2.0 and the Social Web

Table 9:   Monthly Unique Visitors (comScore, 2007)

Worldwide Growth of Selected Social Networking Sites

June 2007 vs. June 2006

Total Worldwide Home/Work Locations Among Internet Users Age 15+

Source: comScore World Metrix

Total Unique Visitors (000)

Social Networking Site               Jun-06          Jun-07       % Change

 MySpace                       66,401         114,147             72 Facebook                       14,083          52,167             270 Hi5                                   18,098            28,174                56 Friendster                          14,917           24,675               65 Orkut                              13,588           24,120               78

Bebo                         6,694         18,200            172

 Tagged                           1,506          13,167             774

 

220 Chapter 22: The Future Factors  Table 10: Average Daily Unique Visitors (comScore, 2007)

Worldwide Daily Visitation of Selected Social Networking Sites

June 2007 vs. June 2006

Total Worldwide Home/Work Locations Among Internet Users Age 15+

Source: comScore World Metrix

Average Daily Visitors (000)

Social Networking Site                Jun-06         Jun-07       % Change

 MySpace                       16,764         28,786             72 Facebook                         3,742         14,917             299 Hi5                                     2,873            4,727                65 Friendster                            3,037           5,966               96 Orkut                                5,488           9,628               75

Bebo                          1,188         4,833           307

 Tagged                             202            983            386

• Top 20 social networking websites accounted for 3.6 percent of

upstream visits to Shopping & Classified Sites in May 2007, increased 86.7 percent since May 2006.

• MySpace, the leading social network, accounted for 3.2 percent of

upstream visits to Shopping $Classifieds websites in May 2007.

In the previous generation of the Web, portals dominated the traffic by providing consumers access to things. Advertisers followed dominant traffic sites like Yahoo, MSN, Google, etc. Those portals gave people unlimited and instantaneous access to media and information. The search capabilities incorporated into the portals enabled people to find what they were looking for with ease and speed. 

That Web provided data rich information about what people searched for and where people were “surfing and landing” from most to least. The data enabled the media and marketers to target people with a reach that extended far beyond traditional methods. Advertisers flocked to the Web with the promise of improved “clickthroughs” by using advanced technologies aimed at the preferences of various target audiences.

When Web 2.0 was introduced, it brought a new dynamic to the mar-ketplace—people connecting with people. People finding and connect-ing with people has become more important than finding and connecting to “things.” The social Web has emerged quickly and the traffic patterns created by it have created new dynamics for media.

 

The Emergence of The Relationship Economy  221  Users of the social Web are finding new meaning in the use and appli-cation of technology as a means to establish extended relationships for numerous purposes. Self-expression and affinity to content, causes, ideas and propositions presented by people from around the globe has become a major attraction to “The Human Network.”

Social networks are the fastest growing segment on the Web. Geo-graphic, industry, topical and a proliferation of other categories of interest are showing up in the form of social networks at explosive rates. In this new economy, the BIG (corporations, media, big business, etc.) compete with the SMALL (small businesses, organizations, and individ-uals). The new medium provides a significant advantage to the small. Facebook's success has attracted the BIG, and the debate as to which strategies will enable what companies to be tomorrow’s leaders of the social Web have become the mainstream topics of the media.
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Michael Pokocky, Copyright © 2007

 

Of course, there are also those that discount the shifts created by the social Web as hype or temporary fads fueled by the youth’s attraction to MySpace. Whatever their opinion, they cannot ignore the data and its potential meaning, nor can they ignore the accelerated rate of tech-nological advancements.

 

222 Chapter 22: The Future Factors  Conclusion

It is relatively easy for individuals to identify what they believe is lacking in social network systems, technology, and applications. However, the rapid technological evolution makes it is apparent that any wish is, most likely, already in the development stage. Because the medium of social networking accelerates human interaction across all divides, the demands on it cause it to evolve faster each successive year. For example, the evolution of ideas and applications are evident from the rapid growth of Facebook, to the proliferation of applications available to its users, to the availability of source code. 

These interactions are creating exchanges of thoughts, ideas, and emotions. One can expect that this acceleration of exchanges will introduce new dynamics of creativity and connectivity and possibilities never before anticipated, experienced, or expected. There is a pathway to abundance with no boundaries—one that is beyond today’s comprehension or definition of any other form of communication and transmission of ideas and content in the history of our existence. A new era has been born—that of the human network—and it enables individ-uals to share thoughts, emotions, and ideas to a wider audience than ever before.

The Human Network cannot be ignored. People connecting with people has been and will always be a dynamic force that has the power to change markets, world events, history, business, religion, politics, and economics to name just a few. The explosive growth of The Relationship Economy is due to the continuing expansion of The Human Network. To stay abreast of the curve requires continuing exposure and experience in social networks and a realization that this industry—the social media industry—is life altering and will continue to impact business, govern-ment, and organizations.
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C o n c l u s i o n

 

Conclusion

Conventional business thinking has historical-ly focused on producing, distributing, marketing,

selling, and serving customers with unique value

propositions and messages. 

Conventional business models have been centered on structured organizational designs

aimed at optimizing productivity, controlling cost

and improving quality. 

Conventional business wisdom has focused on selling more at less cost while expanding

markets and staying true to core competencies.

Today’s business environment faces many chal-

lenges. The challenges include finding, training,

and keeping talented employees; managing in-

creasing cost of technological advances;

adjusting to global competition, shifting market

dynamics, the fluctuating cost of money; and the

list continues.

The impact of social networks on businesses will

call for new thinking necessary to succeed in a

connected and challenging world. Today, con-

ventional wisdom cannot help you keep pace

with the rapidly changing business landscape,

and outmoded structures, models, and methods

can actually lead you to obsolescence and

failure. Today, business people have to turn the

old rules inside out, upside down, and backwards

not only to succeed, but also to survive!

The rules of business are changing. The new

rules are unconventional. 

 

The Emergence of The Relationship Economy  227  The social Web removes all barriers to entry, provides technological mediums at a fraction of historical costs, enables people to work from anywhere at any time, and connects everyone to everything global-ly—including customers—at the click of the mouse.

Companies and their leaders that fail to capitalize on the opportunities of the social Web will lose market share that may ultimately reduce shareholder value. The real sources of future business success will be centered on the knowledge and creativity of how to tap into and use the power of the social Web for business purposes. The social Web chal-lenges conventional wisdom, while providing data, resources, and insights to help companies transition to the unconventional wisdom of networks as capital and human resources.

The social Web is the future business landscape that could enable businesses to produce much higher returns than conventional business structures and models. Understanding the dynamics of the social Web forces businesses to challenge questionable assumptions and much conventional management wisdom.

The social Web enables businesses to access a global reach of rich ideas and resources. Networks will fuel dramatic changes in business structures and dramatic changes in the idea of collaboration and sharing with unimaginable communities as sources of ideas. Given this access, all kinds of people can get involved in business challenges and “discover gold” from unimaginable sources—via sharing a bit of infor-mation.

 

Looking from the Outside in

While conversations about businesses adopting the social Web seem to be accelerating, most of the observations and context of these dis-cussions have been through the lens of looking from the inside out. The failure of businesses to view the dynamics of the social Web from the outside in is the transformational constraint of many and the explosive opportunity for the few.

 

228 Conclusion  Looking at the social Web from within the existing context of business limits the ability to gain an objective view of the future. In this dynamic social media space, there is always movement coming over the horizon, yet sometimes all we can see is a cloud of dust being kicked up once again by old thinking. 

Thinking tends to be molded over time by environmental influences such as business rules and the mental models learned from experi-ence. This vantage point—from the inside out—is often limited by the paradigms of experience, the lack of outside knowledge, and limited vantage points. For businesses to maximize the opportunity of the medium of social networks, they will need to gain a perspective from the outside in. 

As the media reports more and more about innovative uses of social networks for business purposes, the old mental models will be pushed from the outside in. The analyst, consultants, and market makers will create the new paradigms which will be adopted by businesses globally.

The failure of businesses to view the dynamics of the social Web from the outside in is the transformational constraint of many—and the explosive opportunity for the few.

Doc Searls states: 

“Most corporations only know how to talk in the soothing, humorless monotone of the mission statement, marketing brochure, and your-call-is-important-to-us busy signal. Same old tone, same old lies. No wonder networked markets have no respect for companies unable or unwilling to speak as they do. But learning to speak in a human voice is not some trick, nor will corporations convince us they are human with lip service about “listening to customers.” They will only sound human when they empower real human beings to speak on their behalf.”

“While many such people already work for companies today, most companies ignore their ability to deliver genuine knowledge, opting instead to crank out sterile happy talk that insults the intelligence of markets literally too smart to buy it.”
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“However, employees are getting hyperlinked even as markets are. Companies need to listen carefully to both. Mostly, they need to get out of the way so intranetworked employees can converse directly with internetworked markets.”

“Corporate firewalls have kept smart employees in and smart markets out. It’s going to cause real pain to tear those walls down. But the result will be a new kind of conversation. And it will be the most exciting conversation business has ever engaged in.” (2007)

 

Leapfrogging will Accelerate Adoption

Leapfrogging (the strategy of jumping over and ahead of your compe-tition) will be the tipping point that will accelerate the entry of entire in-dustries globally into the social Web. As soon as a company, large or small, leverages the social Web for strategic advantage and the media writes about its success, entire industries will shift like a California wildfire coming over the hill.

Leapfrogging requires leaders to look way ahead of current trends and capabilities and create strategies unforeseen and unknowable to current market dynamics. Leapfrogging requires faith and confidence in technological advances with the ability to envision possibilities yet realized. Leaders are those gifted with a keen eye on the future and the ability to pave a road that brings their entire organization, if not their entire industry, to new futures that will be enabled by the social Web.

This book has provided the foundational knowledge of the initial factors that are the critical influences of thinking about the social Web. What you do with the foundation is of strategic importance—you can crawl or leap. Choose wisely.
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