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Timeless Wisdom for the 
New Millennium

Well over two millennia have passed since Sun Tzu wrote The Art of War. Although the rate of change has accelerated in each millennium, the timeless wisdom of the strategic rules set forth by Sun Tzu has not changed. Fundamental strategic truths are the same for all times and all generations.

The objective of this book is to make Sun Tzu’s simple and timeless strategies useful to managers in the new millennium. Your success using ideas from this book is my success. My wish is that this new translation and analysis will contribute to your continued success.

—Gerald A. Michaelson 

Worldwide Praise for Sun Tzu:
The Art of War for Managers 

“The Michaelson name is the ‘true north’ for practical and useful tools for those who manage people and process. Building on the legacy of his father’s work, Steve Michaelson once again leverages the ancient and timeless teachings of Sun Tzu into the manager’s field manual for success. Whether you carry a backpack, a briefcase, or a Kindle, this book is a must.”

—Mark Davidoff, Partner,
 Deloitte Financial Advisory Services

“Sun Tzu’s writings, and Michaelson’s interpretation of the logical thought processes therein, are an unsurpassed management tool for anyone seeking to improve the quality of their decision-making.”

—Gerry Hodes, Executive Head of Marketing & Selling
 Management, Marks & Spencer Food Division,
 London, UK

“The new millennium is where East meets West. This book reveals creative applications of Sun Tzu’s strategic wisdom in management.”

—Frank L. Hung, Chairman, Harvard Management
 Services, Inc., Taipei, Taiwan

“As global competition approaches the intensity of war, Sun Tzu: The Art of War for Managers is a brilliant companion, linking time-honored military concepts to sound business strategy. Don’t go into battle without it.”

—Bill Griffiths, President, Fluid Handling Division,
 United Dominion Industries, USA

“Sun Tzu’s Art of War is the definitive work on military strategy. Michaelson’s commentary makes The Art of War for Managers the definitive work on business strategy.”

—Roger Eriksson, ABB Business Academy,
 Vasteras, Sweden
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To my father, the Business Master I learned from.

—Steven Michaelson
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Foreword to the Second Edition

Sun Tzu is frequently referred to in writings as “the master” for the concise and enduring wisdom of his book The Art of War.

Not quite as enduring, but still highly successful, was my father’s original book on Sun Tzu’s The Art of War, The Art of War for Managers: 50 Strategic Rules. Since its publication in 1999, over 100,000 copies have been sold, quite a number for a business book. It has been translated into over a dozen languages, published on audio discs from the United States to Romania, and is now available in various digital forms. My father passed away in 2004. Many business books have come and gone since then, and the number of Sun Tzu business books has multiplied, but the popularity of The Art of War for Managers has never waned.

My father did two things (besides being an executive of a major publicly traded company). One, he wrote. He wrote articles, books, and regular columns. He wrote on business, quality assurance, travel, and sales. He wrote and wrote, until he became very good at it. Second, he worked to apply the lessons in military success and failure to business success and failure. In the eighties, he began to develop his thinking and lectured on Winning the Marketing War on every continent. He used both Western military thought (from Machiavelli to The Duke of Saxony to Montgomery) and Eastern military thinkers (from Sun Tzu to Mao). Eventually, that culminated in his focus on Eastern military thought as applied to business and in The Art of War for Managers.

As in any book using contemporary business examples to illustrate points (and deepen learning), some of the examples, the business stories, have become dated. So the intent of this edition is to update these business examples, add a few more contemporary examples where they help, and by updating these examples better help readers connect the learning from Sun Tzu to their business challenges. During this edit, I worked to stay very true to the structure of the book and simply changed examples where needed. Some stories I replaced, some I updated, but my hand as editor was intentionally a light one. The overall narrative remains strongly its original voice.

Editing this book was another chance for me to dig in to the core writing of Sun Tzu from a foundational business perspective. I have done this from scratch for other books in this series, but an edit is different; you are working to build new connections from original writings.

In Part II, Applying Sun Tzu’s Wisdom, many of the stories and voices are new. I hope the more contemporary examples help readers gain a clearer understanding of how Sun Tzu’s wisdom applies to the contemporary business world. That was the original role of the business examples.

Sun Tzu’s The Art of War remains popular in our culture, and the growth of China’s economic strength will likely only increase interest in Sun Tzu’s writings. On a recent trip there, I learned China had opened a Sun Tzu institute in his birthplace. They have a goal of educating managers, entrepreneurs, and MBA students. Clearly, China is taking a strong natural position on the study of Sun Tzu!

The purpose of this book remains unchanged from its original writing: to help the reader take the timeless advice of Sun Tzu, apply that to business, and make better, winning, business decisions. I wish you every success outmaneuvering your business opponents.

—Steve Michaelson 
April 2010


The Lesson of the Concubines

The following story is considered to be of dubious authenticity and not part of the thirteen chapters. Some translators include it within their books; others ignore its existence. All narratives are quite similar. You may find interesting lessons in the following version.

Sun Tzu’s book, The Art of War, earned him an audience with the King of Wu, who said, “I have thoroughly read your thirteen chapters. May I submit your theory of managing soldiers to a small test?”

Sun Tzu replied, “Sir, you may.”

The King of Wu asked, “Can the test be applied to women?”

Sun Tzu replied that it could, so arrangements were made to bring 180 beautiful women from the palace. Sun Tzu divided them into two companies with one of the King’s favorite concubines at the head of each. He then made all of them take spears in their hands and spoke to them: “I presume you know the difference between front and back, right hand, and left hand?”

The women replied, “Yes.”

Sun Tzu continued, “When to the sound of drums I order ‘eyes front,’ look straight ahead. When I order ‘left turn,’ face toward your left hand. When I order ‘right turn,’ face toward your right hand. When I order ‘about turn,’ face around to the back.”

After the words of command had been explained, the women agreed they understood. He gave them spears so he could begin the drill. To the sound of drums, Sun Tzu ordered “right turn.” In response, the women burst out in laughter.

With great patience, Sun Tzu said, “If the instructions and words of command are not clear and distinct, if orders are not thoroughly understood, then the general is to blame.” He then repeated the explanations several times. This time he ordered the drums to signal “left turn,” and again the women burst into laughter.

Then Sun Tzu said, “If the instructions and words of command are not clear and distinct, if orders are not thoroughly understood, the general is to blame. But if commands are clear and the soldiers disobey, then it is the fault of the officers.” He immediately ordered the women who were at the head of the two companies to be beheaded.

Of course, the King was watching from a raised pavilion, and when he saw that his two favorite concubines were about to be executed, he was alarmed and swiftly sent down a message: “We are now quite satisfied as to the general’s ability to manage troops. Without these concubines, my food and drink will not taste good. It is the King’s wish that they not be beheaded.”

Sun Tzu replied, “Having received the sovereign’s commission to take charge and direct these troops, there are certain orders I cannot accept.” He immediately had the two concubines beheaded as an example and appointed the two next in line as the new leaders.

Now the drums were sounded again and the drill began. The women performed all the maneuvers exactly as commanded, turning to the right or left, marching ahead, turning around, kneeling, or rising. They drilled perfectly in precision and did not utter a single sound.

Sun Tzu sent a messenger to the King of Wu saying, “Your Majesty, the soldiers are now correctly drilled and perfectly disciplined. They are ready for your inspection. Put them to any use you desire. As sovereign, you may choose to require them to go through fire and water and they will not disobey.”

The King responded, “Our commander should cease the drill and return to his camp. We do not wish to come down and inspect the troops.”

With great calm, Sun Tzu said, “This king is only fond of words and cannot carry them into deeds.”

Commentary following the story indicates that the King relented, recognized Sun Tzu’s ability, and appointed him a general; and Sun Tzu won many battles. In contrast, some historians believe Sun Tzu simply served as a civilian strategist, and others deny his existence, claiming he was actually someone else.

The moral of the story could be a lesson on training, discipline, command structure, role-play, or perhaps job interviews. The thoughtful reader may use his imagination to determine applicable lessons.


Introduction

As I stood in the Great Hall of the People in Beijing, China, an entourage was approaching. The next thing I knew I was shaking hands with the Premier of China—Li Peng. The personal introduction was part of a journey to China to present applications of Sun Tzu’s strategies for business at an international symposium on The Art of War. Sun Tzu was a practical philosopher who wrote the 7,000-word The Art of War in about 500 b.c. I read it while researching my book Winning the Marketing War and found the content quite useful.

If you’ve read James Clavell’s Noble House or seen the movie Wall Street, you’ve encountered some of the wisdom of this ancient Chinese strategist. In both the book and the movie, major characters quote from Sun Tzu as a foundation for their strategy.

The Art of War might be one of the oldest books you will ever read. Originally written on bamboo strips, this acclaimed work has achieved international recognition as the concentrated essence of winning strategy.

For centuries, The Art of War has held a pre-eminent position among both Chinese and Japanese strategists. Many of the sayings of Chairman Mao are simple restatements of Sun Tzu’s philosophies.

When Chiang Kai-shek’s military attaché advised British military strategist B. H. Liddell Hart that Chinese officers were trained from Hart’s books, he replied it was time they went back to Sun Tzu:

Since in that one short book was embodied almost as much about the fundamentals of strategy and tactics as I [Hart] had covered in more than twenty books. In brief, Sun Tzu was the best short introduction to the study of warfare.

Confirming again that The Art of War is the sound fundamental text on strategy.

EASTERN VERSUS WESTERN STRATEGY

The Art of War is the foundation of Eastern strategy. Sun Tzu’s central thesis is that you can avoid fighting when you plan the right strategy before the battle. On War by Carl von Clausewitz, a German officer who wrote in Napoleon’s time, is the foundation of much of Western strategy. Clausewitzian theory concentrates on the big battle as the way to win.

Readers will find On War filled with convoluted sentences and difficult to read. One English translation is over 600 pages long. Clausewitz’s work expresses so many ideas that it can be used to justify any position. In contrast, The Art of War is a masterpiece of simplicity. When comparing Clausewitz and Sun Tzu, strategist Liddell Hart comments: “Sun Tzu has clearer vision, more profound insight, and eternal freshness.” Although there is evidence that a translation of The Art of War could have been available to Napoleon, Sun Tzu’s work has not generally been considered to contribute to Western military strategy.

Locked within Sun Tzu are secrets for business and personal success. Continued study and analysis of Sun Tzu yields new insights to unlock winning concepts.

A STRATEGIC MANUAL FOR BUSINESS LEADERS

Using Sun Tzu’s strategies in business is nothing new. The existence of over 100 Japanese translations of The Art of War indicates it has served as a source of strategic thinking for many Japanese managers. In contrast, only a handful of English translations exist, but they are circulated throughout the business world.

There is much evidence that The Art of War is making significant contributions to the thinking of contemporary business leaders. Harvard Professor Michael Porter quoted from Sun Tzu when he lectured the National Football League owners on how they could defeat the now-defunct United States Football League. Venture capitalist Asher Edelman made The Art of War required reading for admission to his course on entrepreneurship at Columbia University. Quantity orders for The Art of War have been placed by business organizations, trade unions, and law-enforcement agencies. Western officers who laid plans for the first Gulf War were well versed in Sun Tzu; it would seem as though Saddam Hussein was not.

The Art of War is a classic not only of strategy but also of simplicity. There was nothing very complex about warfare in Sun Tzu’s time. It involved land battles of large bodies of troops armed with personal weapons. The simplicity of The Art of War makes Sun Tzu’s lessons readily transferable to business strategy and understanding the strategic rules of business in the new millennium.

The lessons of Sun Tzu are thousands of years old, and it is the test of time that makes the ancient lessons valuable to the business manager. Many business lessons have existed for such a short time that they have yet to crystallize as valid strategies. Evidence of respect for the passage of time to give veracity to lessons comes from a Chinese historian asked in 1925 to identify the lessons of the French Revolution. He replied, “I would love to, but it is still too early to tell.”

STRATEGY AND TACTICS

The fundamental principles of strategy are the same for all managers, all times, and all situations. Only the tactics change, and tactics are modified to the times.

Strategy is best defined as “doing the right thing,” while tactics is “doing things right.” Where does strategy end and tactics begin? Admiral Mahan in his work on sea power said, “Contact is a word which perhaps better than any other indicates the dividing line between tactics and strategy.” Strategy stops at the border in war and at the headquarters door in business; tactics begins with contact with the enemy in war and at the customer in business. Sun Tzu’s The Art of War provides fundamental lessons for contemporary strategic thought and serves as a fertile source of ideas for tactics.

ABOUT THIS EDITION

Because there are so few English language translations of The Art of War, the emergence of a new translation has special significance. I felt fortunate indeed when I received this translation in Beijing at a symposium sponsored by The Research Society of Sun Tzu’s The Art of War. Translation of Chinese ideograms into English is a complex task because each character can have many different meanings. Consequently, the personal and professional backgrounds of the translators tend to determine the wording of the translation. The Chinese language scholars who undertook the difficult task of translating from the original documents concentrated on finding the most accurate interpretations of the ideograms.

As author, I made an exhaustive search to locate all English-language translations. Each translation has been reviewed to find areas where different interpretations would benefit the reader. These alternate translations are used throughout the text to clarify Sun Tzu’s wisdom.

Eastern and Western strategic writings exist as two distinct and separate sources of information, seldom communicating with each other. Western strategists build upon the strengths of previous Western strategists; Eastern strategists similarly reinforce each other. Neither builds on the strength of the other. An important contribution of this work is to provide a conceptual linkage between the fundamental lessons of the two. By analyzing key concepts from both Eastern and Western strategic thought, you gain an insight into how both can strengthen your strategy and tactics.

This book does not propose a short list of key strategies, but rather is formulated around the understanding that strategy is a mental process. The best strategy comes from the right mindset. Clausewitz said, “Theory can give no formula with which to solve problems. It lets the mind take a look at objects and their relations and then the mind goes to higher regions of action, there to act.” Sun Tzu: The Art of War for Managers provides a refreshing way to immerse oneself in the great strategic thinking which nurtures the mind.

This new translation of Sun Tzu is a joy to read—and read again. Sun Tzu’s lessons can be applied to real-life situations and serve as an everyday resource for all kinds of strategic thought. For example, one version of The Art of War relates Sun Tzu’s principles to winning in the stock market. An English translation, The Art of Strategy, is organized as a template for the strategies of life.

The strategic lessons in The Art of War have become a general construct to solve a variety of problems. Although the original text is founded in military strategy, the applications in this book focus on strategic issues for managers.

READER’S GUIDE

Like the original work, Part I is divided into thirteen chapters. Unlike the original work, each chapter is subdivided into three to six discrete strategic rules.

Each chapter has the same title as the original translation. The first page lists the strategic rules in that chapter followed by a brief commentary. Opposite each page of Sun Tzu’s translation is business commentary on that strategic rule.

Because the flow of the book faithfully maintains the sequential order of Sun Tzu’s translation, there is no modern strategic construct. Rather, each strategic rule stands alone as an idea generator for the contemporary strategist.

Because the content of the book flows from Sun Tzu’s philosophy, it should not be considered a complete modern strategic manual. Instead, the value of this book is its ability to simplify the complexity of strategic thinking. While you may want to take the strategic wisdom of Sun Tzu seriously, do not take the modern translation of the ancient words too literally.

—Gerald A. Michaelson 
March 1999


PART ONE

New Translation of 
THE ART OF WAR 
with Manager’s Commentary

Reflecting on Sun Tzu’s work is to the business manager what weightlifting is to the champion athlete—an exercise that makes one stronger.

John Kohut 
Beijing Bureau Chief 
South China Post


Chapter 1

Laying Plans

Strategic Rules

[image: bullet] Thoroughly Assess Conditions

[image: bullet] Compare Attributes

[image: bullet] Look for Strategic Turns



The vision of what the organization wants to be must be planned with an awareness of reality. That is why this chapter focuses on assessment.

The vision components articulate purpose, mission, guiding values, and a vivid image of the organization’s future. From the vision, leaders can determine the strategy, set strategic initiatives, and align the organization.

The more sophisticated the planning process becomes, the harder it is to introduce the flexibility to accommodate changes in the situation. In rigid systems, planning and obedience to the plan are regarded as the key to victory. Carefully laid plans rigorously implemented without deviation are regarded as the way to overcome the inevitable confusion. As ever-increasing time and attention are focused on “the process of planning,” the successful execution of the plan can become secondary. However, any football coach can tell you that rigidity does not win games. Every coach has plans that allow for flexibility in formations to adapt to reality. It follows that it is not strategists who cause changes in the plan—it is reality.

A common mistake is to consider planning as only a mental process, an idea in our head that simply looks at the past and adjusts for the future. If your plan is not in writing, you do not have a plan at all. Instead, you have only a dream, a vision, or perhaps even a nightmare. The simple written plan works best.

Clearly define the problem before seeking a solution. Do not limit your planning horizon to what can be accomplished with existing tools. If the only tool you have is a hammer, everything will look like a nail.

THOROUGHLY ASSESS CONDITIONS—TRANSLATION


	Sun Tzu says:

War is a matter of vital importance to the state; a matter of life and death, the road either to survival or to ruin. Hence, it is imperative that it be thoroughly studied.

Therefore, to make assessment of the outcome of a war, one must compare the various conditions of the antagonistic sides in terms of the five constant factors:*

1. Moral influence

2. Weather

3. Terrain

4. Commander

5. Doctrine



These five constant factors should be familiar to every general. He who masters them wins; he who does not is defeated.

*Business Parallels to Five Constant Factors

1. Moral influence means a “spirit of mission.” The strength of belief that the purpose is morally sound rallies a fighting spirit and generates a firestorm of commitment.

2. Weather equates to “outside forces.” The surge of consolidation that is sweeping through every industry is an outside force, as is the emergence of world competition and the influence of environmentalism.

3. Terrain is the “marketplace.” As the general must know the terrain, so the strategist must consider the scene of action—people, place, product, promotion, price, etc.

4. Commander has an equivalent in “leadership.” The names keep changing, but the principles of leadership remain the same.

5. Doctrine is comparable to “guiding principles.” Understand and apply the fundamental principles that determine success.

THOROUGHLY ASSESS CONDITIONS— 
MANAGER’S COMMENTARY

Good assessment is the foundation of a successful operation.

When the management of a major pharmaceutical company found that product development activity was decreasing, an assessment revealed the reason. Although senior managers claimed development was a team effort, analysis of their twenty-five most profitable drugs revealed that two people initiated ten of them. The reason product development declined was because both people had moved to positions where they were no longer in the development stream.1

Every assessment must include a thorough analysis of how to increase business with existing customers. As proof, an Ogilvy & Mather analysis showed that the return on the marketing investment to existing customers can be many times greater than to prospective customers. The greatest source of increased sales and profits is from those who know you and are already purchasing your products.

In today’s business world, the assessment before the plan is often ignored in the rush to action. When action is taken without a thorough assessment of the situation, too often people begin working on the wrong things. In these circumstances, the result will be a lot of effort expended with no gain.

Assessments are simply methodologies for gathering data in a structured process designed to elicit facts or perceptions. Assessments can be internal or external and they can be conducted by one or more individuals. Assessments can be surveys distributed to everyone or interviews conducted across a vertical slice of the organization.

Good assessments go beyond the current situation. They dig into underlying causes and search for new and better ways to achieve success. To achieve good results, ask questions in pairs so the first question determines the perception of the current status and the second reveals opportunities. For example, the first question might ask for a definition of an objective, while the second would ask for ideas about how the objective should be achieved.

When assessments are conducted by an external organization, respondents usually feel they have a better chance of giving anonymous input, which provides more accurate data. Internally, the assessment provides information on strengths and weaknesses that can energize and direct self-renewal. Externally, the assessment reveals threats and opportunities.

COMPARE ATTRIBUTES—TRANSLATION


	Sun Tzu continues:

Therefore, to forecast the outcome of a war the attributes of the antagonistic sides should be analyzed by* making the following seven comparisons:

1. Which sovereign possesses greater moral influence?

2. Which commander is more capable?

3. Which side holds more favorable conditions in weather and terrain?

4. On which side are decrees better implemented?

5. Which side is superior in arms?

6. On which side are officers and men better trained?

7. Which side is stricter and more impartial in meting out rewards and punishments?

By means of these seven elements, I can forecast victory or defeat.

If the sovereign heeds these stratagems of mine and acts upon them, he will surely win the war, and I shall, therefore, stay with him. If the sovereign neither heeds nor acts upon them, he will certainly suffer defeat, and I shall leave.



*We must compare ourselves with our foe.
—A. L. Sadler

A Strategic Moral

Following the success of the Prussian army in the Franco-Prussian War, the British General Staff sent a team of aristocrats to find out the secret of success. They reported the Prussian troops were all clean-shaven with short-cropped hair. The British Army copied this; it remains a law to this day.

The moral of the story is: Don’t copy the wrong thing! (Or, don’t send aristocrats to do competitive studies.)

COMPARE ATTRIBUTES—MANAGER’S COMMENTARY

Compare competitive strengths and weaknesses.

When Coke and Pepsi engage in competitive battles, or when P&G determines how to increase market share, these organizations use competitive marketing research as an input ingredient. When Xerox determined it wanted to be a world-class competitor, it benchmarked every process to determine how to make that process the best in its class.

Comparisons of attributes can be made by either a direct competitive comparison of strengths and weaknesses or benchmarking that studies comparable processes in any other organization. Benchmarking is a learning experience that “steals shamelessly” from friend and foe alike. When Ford benchmarked six other well-run companies, it found the following key attributes: executives spent time outside their offices communicating with employees; people and their skills were a competitive advantage; trust replaced controls; cross-functional teams developed cutting-edge products and services; bureaucracy was out and teams were in; authority was delegated; training was readily available; and each benchmarked company said it was customer driven.
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