GroupScope, Inc.


Apple & Google – The Darlings of Silicon Valley

Cluster and Interlock Capital Relations
Initial question:

What is the relationship capital effect of the recent appointment of Google CEO Eric Schmidt to the board of Apple?  By relational capital we mean the strategic connections between boards, management teams, investors, and companies in the Silicon Valley.  
We begin by examining some network maps to better inform this question.  The first map provides an overview of the relationship between Google and Apple by constructing a Relational Map of their strong ties.  Then we explore the relationships they have between public and private companies in the Silicon Valley using two Company Maps.  The Appendix provides relevant information to support cluster identification in these maps.  
Map 1A: Mapping Strong Tie Relationships between Apple and Google
This Relational Map includes Person, Investor, and Company nodes, but only active companies, and only the current Person relationships.  A filter has been placed that eliminates the weakest ties.  Initial Observation: Eric Schmidt links Apple to Google, but so does Al Gore, Arthur Levinson, and Sequoia Capital.  
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Discussion: We can see that the appointment of Eric Schmidt forms a different relationship because he is a Management Team (for Google) / Board link (for Apple). Arthur Levinson (Genentech CEO) sits on the board of both companies.  Al Gore sits on the board of Apple and is a Board Observer on Google.  Moreover, the co-investment relation of Sequoia Capital strengthens the link between these companies because of the history involved in helping grow each company at earlier stages.  Notice that Kleiner, Perkins, Caufield, & Byers forms a company cluster at the bottom of the above map as an investor in Google.  What other company linkages can be gleaned from the relations between Apple and Google?
Map 1B: Public Company Clusters of Apple and Google
The Company Map shows common affiliations between companies: Yellow links = common investors; Orange links = common investors & board members in common for public companies.
Initial Observations: First note the strong tie (i.e., thick orange line) between Google and Apple – this is due to the direct connections of Eric Schmidt, Al Gore, Arthur Levinson, and Sequoia Capital.  Google has 13 public company ties, while Apple has 15 (relatively equal).  Yet, the structure of these ties differ: Google is directly connected to one large cluster of public companies Apple is indirectly connected to two smaller clusters. 
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Discussion: The Google cluster (InSite Vision, NextCard, Electronic Arts, Redback Networks, Flextronics, Onyx Pharm., NeoMagic, & Symantec) is formed by  co-investment of Sequoia and Kleiner (See Map 2D).  The right Apple cluster (Echelon, Geron, Pharmacyclics, & Photon Dynamics) is formed by co-investments of Kleiner and Venrock.  The bottom Apple cluster (Volterra, Harmonic, and Power Integrations) is formed by co-investments of Kleiner and Dali, Hook.  Note how Kleiner plays a role in all three clusters.  Thus, the public company relationship between Google and Apple relies on Kleiner as a key linkage - even though they did not invest in Apple - and embodies what Kleiner refers to as Relationship Capital on their website.  

Map 1C: Private Company Ties for Apple and Google
Another Company Map, this one shows the links between companies only the private companies in the network: Yellow links = at least two common investors; Orange links = at least one investor and one board member in common.  Apple and Google remain even though they are public because they are the target nodes (this is their network).
Initial Observations: Google has 27 public company ties, while Apple only has 6 (relatively unequal).  As before, the structure of these ties differ, but because of the size of the related company network of Google, one can see the benefit of having the CEO of Google on Apple’s board.
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Discussion: The vastness of Google’s private company relations network opens up potential connections to at least 26 private companies in the valley for Apple.  This could be useful in forming future partnerships, potential acquisitions, or subcontracting.  Google has the connections to more up-and-coming Internet companies, and it seems that Apple can gain from such entrée.  Some specific company clusters that Apple could access through Google’s connections, particularly Kleiner (companies followed by common connections):

Google Cluster 1: Stoke, ConSentry Networks, PeakStream, PodShow, Dash Navigation, and Digital Chocolate (via Sequoia & Kleiner)

Google Cluster 2: Friendster and eLance (via Ram Shriram, Kleiner)

Google Cluster 3: Friendster, Zazzle, Tellme Networks, Ion America, Spatial Photonics, and Good Technology (via Kleiner, John Doerr)

Google Cluster 4: Vendio, Yodlee (via Kleiner & Angel Investors)

Conclusion: 
We started this inquiry into the relationship between Google and Apple by observing the interlocking board ties of Eric Schmidt, Arthur Levinson, and Al Gore and the co-investment tie of Sequoia Capital.  Exploring the public company ties led us to the central role of Kleiner, Perkins, Caufield, and Byers as an investor in Google, particularly in their connections with Sequoia Capital.  The relationship capital of Kleiner was further examined by mapping the private company map of Google and Apple.  The upshot was specific clusters of Kleiner-related ties that could help Apple forge private company connections in the Silicon Valley.  Specific private company clusters identified: (1) via Sequoia & Kleiner: Stoke, ConSentry Networks, PeakStream, PodShow, Dash Navigation, and Digital Chocolate; (2) via Ram Shriram & Kleiner: Friendster and eLance; (3): via Kleiner & John Doerr (as board member from Kleiner): Friendster, Zazzle, Tellme Networks, Ion America, Spatial Photonics, and Good Technology; and (5) via Kleiner & Angel Investors: Vendio, Yodlee.

APPENDIX:
The below maps are used for reference purposes, they provide insight into how the clusters can be determined from maps via common links and multiple nodes.  
Map 1D: Cluster Source Diagrams for Map 2B
Note: This is the map we used to determine the public company clusters and their linkages for Google.  Two identify a cluster we look for two or more companies that are connected by two or more investors/board members (we do this statistically as well).  

Specs: Included ties are the direct connections of Apple and Google as well as the strong ties (at least 2 ties) of their indirect connections.  Included nodes are Board Members, Investors, and common Company nodes.  Excluded are pendants (nodes with only one link).  Filtered by active public companies only.

[image: image4.png]LinkSViewer Relational map for companies ‘Apple Computer, ‘Google'

-
el

e i ——

Active Companies: [ Private [ Public [ Acquired
investors: O Indvidual @ Venture Capital @ Corporate
People: () Board Member® () Managerment Team

*Board Members 3o on 3 Management Team are colored & Board members =

Investor to Company; Capital Investment
Person to Company; Curtent Management Team
Person to Company; Curtent Outside Board Mermber

Current Advisory Board Mernber
Current Board Observer





Map 1E: Cluster Source Diagrams for Map 2C

Note: This is the map we used to determine the private company clusters and their linkages for Google.  Two identify a cluster we look for two or more companies that are connected by two or more investors/board members (we do this statistically as well).  

Specs: Included ties are the direct connections of Apple and Google as well as the strong ties (at least 2 ties) of their indirect connections.  Included nodes are Board Members, Investors, and common Company nodes.  Excluded are pendants (nodes with only one link).  Filtered by active private companies only.
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