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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 TRANSLATION

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.

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.” This book 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

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
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PART ONE

Sun Tzu


THE ART of WAR

FOR
 MANAGERS





Chapter 1


Preparing for the Battle is Essential to Winning

LAYING PLANS

Management Rules

• Thoroughly Assess Conditions

• Compare Attributes

• 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.”m 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.” Industry consolidation 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.

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.



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.

As people on a benchmarking team observe successful new practices elsewhere, they become enthusiastic champions of change. For example, when an international electronics company benchmarked its plants by function, benchmarking teams found several plants had extremely efficient manufacturing processes. The people involved in the benchmarking activity championed the rapid acceptance of the more efficient processes throughout the organization.

A Fortune 500 company benchmarked attributes that other large organizations considered key to success. The best companies listed processes that achieved results as the keys to success, while less successful ones ignored processes and simply listed the results—as though each was unaware of the fact that process performance determines results.

Companies that compete using customer data, employing CRM (customer relationship management) techniques, are regularly benchmarking. This very accountable branch of marketing is constantly assessing the payout of a customer offer and evaluating each offer versus other inducements. The offer with the best payback is expanded or used again. These companies are continually testing offers at a small scale to evaluate their relative effectiveness. Online retailers like Overstock.com segment their customer base and benchmark offers against different groups of customers to build more refined targeting and even better results.

LOOK FOR STRATEGIC TURNS—TRANSLATION


Sun Tzu continues:

Having paid attention to the advantages of my stratagems, the commander must create a helpful situation over and beyond the ordinary rules. By “situation” I mean he should act expediently in accordance with what is advantageous in the field and so meet any exigency.

All warfare is based on deception. Therefore, when able to attack, we must pretend to be unable; when employing our forces, we must seem inactive; when we are near, we must make the enemy believe we are far away; when far away, we must make him believe we are near.

Offer a bait to allure the enemy, when he covets small advantages; strike the enemy when he is in disorder. If he is well prepared with substantial strength, take double precautions against him. If he is powerful in action, evade him. If he is angry, seek to discourage him. If he appears humble, make him arrogant. If his forces have taken a good rest, wear them down. If his forces are united, divide them.

Launch the attack where he is unprepared; take action when it is unexpected.

These are the keys to victory for a strategist. However, it is impossible to formulate them in detail beforehand.

Now, the commander who gets many scores during the calculations in the temple before the war will have more likelihood of winning. The commander who gets few scores during the calculations in the temple before the war will have less chance of success. With many scores, one can win; with few scores, one cannot. How much less chance of victory has one who gets no scores at all! By examining the situation through these aspects, I can foresee who is likely to win or lose.



LOOK FOR STRATEGIC TURNS—MANAGER’S COMMENTARY

Develop strategies that go beyond conventional rules.

When the Minutemen faced the Redcoats on the open battlefield of Concord in the traditional frontal confrontation of the time, the minutemen lost. Then, the minutemen made a fundamental shift in their battle tactics and fired on the redcoats from behind stone fences as they returned to Boston. This shift in tactics initiated a strategic turn in combat, as the new strategy of skirmishing contributed to the success of the American Revolution.

Externally Focused Strategic Turns: Wal-Mart’s initial strategy focused on small towns. Wherever it invaded, competitive merchandising strategy was changed forever. The advent of mass merchants like Wal-Mart at one extreme of retailing, and specialty boutiques at the other, reshaped merchandising strategies across a wide variety of industries.

ESPN is an example of a cable network that heralded a new strategy in marketing. ESPN doesn’t have viewers; it has fans that make it a competitive powerhouse. Originally a network with a lot of sporting events, ESPN has reshaped itself into a network for sports junkies. It supplies sporting news and events to every single continent including Antarctica.

Internally Focused Strategic Turns: At the Tactical Air Command during six and one-half years of General Bill Creech’s leadership, dramatic improvements in combat readiness were made with no additional people or money. To achieve this awesome record, Creech changed the internal operating strategy to focus on decentralization of authority. His commanders immersed themselves periodically in operations—for example, spending a week with a night maintenance crew. Throughout his command, he applied the principles of quality management as outlined in his bestselling book The Five Pillars of TQM (product, process, organization, leadership, and commitment).

As a result, the combat capability of the Tactical Air Command doubled and billions of dollars were saved. Out-for-maintenance aircraft were reduced 71 percent, and monthly sorties increased 80 percent (the productivity bottom line). Fighter parts delivery time was reduced dramatically, and aircraft accident safety increased 275 percent.

Sometimes missed strategic turns become evident after business results deteriorate. For years, while Detroit automakers declined, Toyota grew. When the 2008 financial crisis hit and Detroit automakers tumbled, Toyota initially looked to be a beneficiary of U.S. automakers’ continued troubles—it continued to grow and overtook GM to become the world’s largest automaker. But less than a year later, the president of Toyota said his company was one step away from “capitulation to irrelevance or death.” His words were reflective of the wrong strategic turn of his predecessors, who had pursued rapid growth as the auto business matured.

WAGING WAR

Management Rules

• Marshal Adequate Resources

• Make Time Your Ally

• Everyone Must Profit from Victories

• Know Your Craft

Since the ideal strategy is whatever works best, it follows that implementation is a powerful component of the strategic rollout. The tactical implementation plan is as important as the strategic plan because it takes the vision and strategy to the point of contact.

A European strategist, Captain Johnstone, wrote in 1916:


You do not know how the enemy is disposed? Fight and find out. The 
decisive attack can only be confidently fixed after some fighting. 
The tentative attack is not a separate fight, but the beginning of the battle. Launch a formation against the whole front and you learn the shape.



With the right strategy, the battle is only half won; the strategy succeeds only with professional execution of tactics. Problems arise when planning is separated from execution. This is like separating thinking from doing—it diffuses responsibility.

The important thing is to get started. Too much time spent in planning can breed indecisiveness and error. It is often better to engage in some form of simultaneous planning and implementation. This can be as difficult as changing a tire while the car is moving. Tactical plans must be shaped in relation to reality with the information learned from contact.

In every endeavor, the abnormal is normal and uncertainty is certain. A contingency plan should be prepared to allow for the abnormal. The exercise of preparing the contingency plan yields insights into threats and opportunities.

Close examination of companies with great reputations for long-range planning reveals they also focus on short-term gains. That is, they play for the championship one day at a time with a consistent focus on long-range direction.

MARSHAL ADEQUATE RESOURCES—TRANSLATION


Sun Tzu says:

Generally, operations of war involve one thousand swift chariots, one thousand heavy chariots and one hundred thousand mailed troops with the transportation of provisions for them over a thousand li. Thus the expenditure at home and in the field, the stipends for the entertainment of state guests and diplomatic envoys, the cost of materials such as glue and lacquer and the expense for care and maintenance of chariots and armour, will amount to one thousand pieces of gold a day. An army of one-hundred-thousand men can be raised only when this money is in hand.



MARSHAL ADEQUATE RESOURCES—MANAGER’S COMMENTARY

Invest adequate resources so the operation can be sustained.

Home Depot, Best Buy, and other giant category killers in the retailing marketplace understand how to marshal enough resources to overwhelm the market. By combining the concentration of an overwhelming assortment of merchandise with the propaganda of everyday low prices, they suck up market share like crazy.

The cry from every business failure is, “We ran out of money,” but the real problem was probably one or more of the following: not enough managerial talent or operational skill, wrong products or services, or one of myriad other inadequate resources required to make the organization successful.

The failure of many airline start-ups is an obvious business parallel to Sun Tzu’s expressed need to have enough resources to survive. Often, these business failures are accompanied by an announcement that the organization ran out of capital before it could generate enough business to be profitable. So it is that all business problems eventually become financial problems. In every battle, the one with the most resources has the odds in his favor. As Damon Runyon said, “The battle may not go to the strong, or the race to the swift, but that’s the way to bet.”

The problem of adequate resources is especially critical in start-ups because they do not have the base of loyal customers that sustains mature businesses in an economic downturn. But all companies face choices. Paul Otellini, the current CEO of Intel, says, “Every Intel CEO makes at least one big bet.” In Otellini’s case, it was on the Atom mobile chip—their smallest chip ever.

To achieve success, you must have superiority. However, that superiority is always relative. It is only necessary to answer the question: What is the allowable limit of resources to allocate? If you are truly determined to win, there is no upper limit. However, this does not mean you should recklessly squander resources. When resources are depleted and cannot be replenished, the result will be bankruptcy.

MAKE TIME YOUR ALLY—TRANSLATION


Sun Tzu continues:

In directing such an enormous army, a speedy victory is the main object.

If the war is long delayed, the men’s weapons will be blunted and their ardor will be dampened. If the army attacks cities, their strength will be exhausted. Again, if the army engages in protracted campaigns, the resources of the state will not suffice. Now, when your weapons are blunted, your ardor dampened, your strength exhausted and your treasure spent, neighboring rulers will take advantage of your distress to act. In this case, no man, however wise, is able to avert the disastrous consequences that ensue.

Thus, while we have heard of stupid haste in war, we have not yet seen a clever operation that was prolonged. There has never been a case in which a prolonged war has benefited a country. Therefore, only those who understand the dangers inherent in employing troops know how to conduct war in the most profitable way.

Hence, what is valued in war is a quick victory, not prolonged operations.



SPEED WINS

Throughout history, winning generals developed disciplines and systems for moving faster than their opponents. Napoleon’s troops marched at 120 paces per minute while his opponents marched at 70 paces; speed alone gave Napoleon an advantage that contributed to his success.

Sun Tzu’s point is not that speed can overcome stupidity. Operations must be completed rapidly because when actions take too long, the chance increases for errors and unforeseen events to contribute to failure.

MAKE TIME YOUR ALLY—MANAGER’S COMMENTARY

The key is to become rapidly effective and efficient.

Cisco and Salesforce.com are examples of fast-moving companies that won early strong positions in technology: computer networking and business-to-business CRM. Internally, cycle-time reduction and just-in-time systems have increased the effectiveness and efficiency of production.

Some businesses in traditional industries have used the Internet to dramatically change industry cycle times. Ponoko.com lets consumers order furniture and craft products over the Internet and doesn’t begin production until someone orders one. Individual production is sourced, via the Internet, to a producer with the capability to manufacture the product and get it to consumers quickly.

A speedy victory is indeed the main objective, and the value of time, being a little ahead of your opponent, has contributed to many victories. Achieving this advantage involves both getting started quickly and rapidly attaining a position of strength.

Building strength rapidly is, in itself, a clever advantage either because you take the opponent unaware or because the swift concentration of multiple elements creates the force of simultaneous action. So it is that the first one to the river usually crosses without difficulty.

The speed with which a position is occupied is critical. Those who own a position early may need to expend fewer resources defending it than those who come later and must try to occupy that position. The defense of an occupied position is always less costly than the expenditure required to take that position.

Because the high cost of acquiring new customers depletes financial resources more rapidly than the cost of keeping existing customers, new business ventures must move rapidly to build a loyal customer base.

Here are a few key issues in making time an ally:

• As a rule, earliest is best. Time saved is time gained.

• The later you start, the more you require.

• The more urgent the need for a decision, the longer it takes.

• Rapid decision making produces rapid execution.

• Rapid action is simultaneous action.

• Delayed decisions inevitably lose their positive quality.

• All the positive consequences of speed accrue to the early offensive.

• The less you delay:

the less apt you are to be surprised

the less ready will be your competitor

the greater the probability your time of attack will be earlier than expected

As a result, your opponent will be surprised and the consequences will accrue in your favor.

EVERYONE MUST PROFIT FROM VICTORIES—TRANSLATION


Sun Tzu continues:

Those adept in employing troops do not require a second levy of conscripts or more than two provisionings. They carry military supplies from the homeland and make up for their provisions relying on the enemy. Thus the army will be always plentifully provided.

When a country is impoverished by military operations, it is because an army far from its homeland needs a distant transportation. Being forced to carry supplies for great distances renders the people destitute. On the other hand, the local price of commodities normally rises high in the area near the military camps. The rising prices cause financial resources to be drained away. When the resources are exhausted, the peasantry will be afflicted with urgent exactions. With this depletion of strength and exhaustion of wealth, every household in the homeland is left empty. Seven-tenths of the people’s income is dissipated and six-tenths of the government’s revenue is paid for broken-down chariots, worn-out horses, armour and helmets, arrows and crossbows, halberds and bucklers, spears and body shields, draught oxen and heavy wagons.

Hence, a wise general is sure of getting provisions from the enemy countries. One zhong of grains obtained from the local area is equal to twenty zhong shipped from the home country; one dan of fodder in the conquered area is equal to twenty dan from the domestic store.

Now in order to kill the enemy, our men must be roused to anger; to gain the enemy’s property, our men must be rewarded with war trophies. Accordingly, in chariot battle, when more than ten chariots have been captured, those who took the enemy chariot first should be rewarded. Then, the enemy’s flags and banners should be replaced with ours; the captured chariots mixed with ours and mounted by our men. The prisoners of war should be kindly treated and kept. This is called “becoming stronger in the course of defeating the enemy.”



EVERYONE MUST PROFIT FROM VICTORIES—
MANAGER’S COMMENTARY

Strengthen human resources and material assets with each victory.

In companies funded through private equity that have not yet declared an Initial Public Offering, employees sign up for below-market salaries in the hope of large payouts when the company goes public. Most times, of course, these hopes end up dashed. But there are well-known stories of a few of these that worked: Google’s IPO is one of the best known, enriching many early employees. The hope of large rewards motivates employees and aligns their personal financial well-being with the success of the company. In these organizations, attracting the best people depends on the ability of the company to convince prospective employees of the likelihood of the big payout.

While I was visiting the national headquarters of one of America’s most successful companies, one of its major competitors announced it was going out of business. Within minutes, you could hear secretaries on the phone advising branch managers to immediately interview and hire the best of the now-defunct competitor’s salespeople (who would also have contacts with the best prospects). As Sun Tzu says, “This is called ‘becoming stronger in the course of defeating the enemy.’” What a loss of good fortune it would be to win the battle and not become stronger.

Too often, a corporate acquisition results in a “housecleaning” of very competent and experienced people. The people who are terminated in the interest of financial efficiencies are often those who really know the customers, the culture, and the subtle elements necessary for success. Because these experienced people are terminated, the acquired company becomes weaker before it becomes stronger, if it survives at all.

The acquisition strategy of many successful companies has been to keep the original owners and staff of acquired companies as active managers while providing the financial resources to power future growth. The chairman of a successful business built on friendly acquisitions said, “One of the key objectives in an acquisition is to retain the existing management. They are the people who built the business, and if we are going to buy that business, it is important to utilize their strengths.”

The opportunity to profit from victories also applies to internal recognition and reward programs. Think about providing opportunities for everyone to win. Make the award cycle short and issue rewards immediately after the event. Always gather an audience when you give recognition.

KNOW YOUR CRAFT—TRANSLATION


Sun Tzu continues:

And therefore the general who understands war is the controller of his people’s fate and the guarantor of the security of the nation.



QUALITIES OF LEADERSHIP

Thousands of years ago, one of Sun Tzu’s commentators, Ho Yen-hsi, wrote, “The difficulties in the appointment of a commander are the same today as they were in ancient times”—and that was said during what we consider ancient times.

Napoleon, in his maxims, said, “It is exceptional and difficult to find in one man all the qualities necessary for a great general. That which is most desirable, and which instantly sets a man apart, is that his intelligence or talent are balanced by his character or courage. If his courage is the greater, the general heedlessly undertakes things beyond his ability. If, on the contrary, his character or courage is less than his intelligence, he does not dare carry out his plans.”

Mao Ze Dung wrote, “In actual life we cannot ask for an invincible general; there have been few such generals since ancient times. We ask for a general who is both brave and wise; who usually wins battles in the course of war—a general who combines wisdom with courage.”

British Major General J. F. C. Fuller writes about a competitive quality: “Originality, not conventionality, is one of the main pillars of generalship. To do something that the enemy does not expect, is not prepared for, something which will surprise him and disarm him morally. To be always thinking ahead and to be always peeping round corners. To spy out the soul of one’s adversary, and to act in a manner which will astonish and bewilder him, this is generalship.”

Military writers also agree that an important quality of an ideal leader is a concern for people. In On the Psychology of Military Incompetence, Dixon points out that humanitarianism is a prerequisite for high morale and physical health.

KNOW YOUR CRAFT—MANAGER’S COMMENTARY

Master the expertise required to win.

When Fortune magazine lists the ten most admired companies, it generally recognizes the leadership of each. In general, the most admired companies have strong and stable leadership—people who know their business well. Look at the most recent top five companies on this list and the length of tenure of their CEOs.

1. Apple—Steve Jobs spent decades with Apple and has been CEO since 1997.

2. Berkshire Hathaway—Warren Buffett has been at the helm for more than forty years.

3. General Electric—Jeffrey Immelt’s been CEO for almost a decade.

4. Google—Eric Schmidt has been CEO since 2001, but the company has only been around since 1998.

Many of the star executives of top companies are long-time experts in their craft; they have succeeded in their current roles as well as in other roles in their companies or industries.

When the early Romans built an aqueduct, the engineer who designed the structure stood under it when the scaffolding was removed. His expertise in his craft truly determined whether he lived or died.

Computer people should run computer companies (witness the disastrous, short term of John Scully when he moved from Pepsi to Apple); beverage people should run beverage companies; and airline people should run airline companies. The credentials of an industry expert are impressive: Who would argue about coffee with Starbucks founder Howard Schultz or motorcycles with Harley-Davidson turnaround leader Vaughn Beals?

The trio in Tampa who opened the first of over 500 Outback Steakhouses had years of restaurant experience with Steak & Ale, Bennigan’s, and Chili’s and at the New Orleans World’s Fair. This Australian concept restaurant has become one of the most popular and profitable steakhouses of the 1990s.

Any venture capitalist will tell you that the background and character of the people is the most important factor in the success of a new venture.

ATTACK BY STRATAGEM

Management Rules

• Win Without Fighting

• Strength Against Weakness—Always

• Beware of “High-Level Dumb”

• Obey Fundamental Principles

At every level of any operation, strategy is indeed “war on a map”—it is the “plan on paper.” Strategy deals with the allocation of resources to the battle. In On War, Clausewitz says that strategy sets the point where, the place when, and the force with which the battle is to be fought.

In his book Strategy B. H. Liddell Hart explains the objective of strategy: “The true aim is not so much to seek battle as to seek a strategic situation so advantageous that if it does not of itself produce the decision, its continuation by battle is sure to achieve this.”

The first rule in strategy is to pay painstaking attention to the needs and wants of the customer, and your organization’s ability to fulfill those needs. This analysis includes every step from design through delivery and after-sale service. Only after a thorough analysis of your ability to meet the customers’ needs do you check with competitive realities to determine the viability of your strategy. Great strategy never reacts to the competitor; instead, strategy defines the opportunity in terms of the customer and then considers the situation in the competitive environment. Strategy must also consider the depth of corporate resources, effect of government regulations, environmental concerns, and currency fluctuations.

Strategy is not a competitive game. “Do more, better, faster” is not a strategy. Strategy focuses on adding real value to the customer. Strategy does not seek confrontation; instead, it seeks to achieve objectives with minimum combat.

Great strategies arise from intense discussion and deliberation that take into account internal strengths and weaknesses and external threats and opportunities. This thorough analysis provides insights that can identify important strategic opportunities.

WIN WITHOUT FIGHTING—TRANSLATION


Sun Tzu says:

Generally, in war the best thing of all is to take the enemy’s state whole and intact; to ruin it is inferior to this. To capture the enemy’s entire army is better than to destroy it; to take intact a battalion, a company or a five-man squad is better than to destroy them. Hence, to win one hundred victories in one hundred battles is not the acme of skill. To subdue the enemy without fighting is the supreme excellence.

Thus, the best policy in war is to attack the enemy’s strategy. The second best way is to disrupt his alliances through diplomatic means. The next best method is to attack his army in the field.

The worst policy is to attack walled cities. Attacking cities is the last resort when there is no alternative.

It takes at least three months to make mantlets and shielded vehicles ready and prepare necessary arms and equipments. It takes at least another three months to pile up earthen mounds against the walls. The general unable to control his impatience will order his troops to swarm up the wall like ants with the result that one third of them are slain, while the cities remain untaken. Such is the calamity of attacking walled cities.

Therefore, subdue the enemy’s army without fighting. They capture the enemy’s cities without assaulting them and overthrow his state without protracted operations.

Their aim must be to take all under heaven intact through strategic superiority. Thus, their troops are not worn out and their triumph will be complete. This is the art of attacking by stratagem.



SUN TZU’S STRATEGY APPLIED TO BUSINESS

Subdue the enemy’s army without fighting: Find a nonconfrontational strategy.

Capture the enemy’s cities without assaulting them: Use an indirect approach.

Overthrow his state without protracted operations: Win without expending excessive time or resources.

WIN WITHOUT FIGHTING—MANAGER’S COMMENTARY

The ultimate victory is to win without conflict.

Alamo Car Rental’s first market entry was in the least crowded (and least alluring) niche of tour operators who purchased auto rentals at wholesale rates. Enterprise Rent-A-Car found a different point of entry into the same business. Originally a leasing company, it began an entry into rental cars when an enterprising manager at one of its offices began picking up customers for the start of their lease. No one else did that, and that became Enterprise’s point of entry.

Across the television spectrum are companies that carved out a niche where there was limited competition: CNN in news, HGTV in home and garden ideas, MTV in music for the younger generation, the History Channel in documentaries, and the list goes on. Everyone with a new product or business concept has rushed to expand rapidly and capture markets ahead of competition.

The concept of being victorious without engaging in conflict is fundamental to Sun Tzu’s strategic thought. To apply this concept, it is necessary to seek victory before entering the competitive arena. Otherwise, you must fight in the hope of winning. This concept of winning before the battle applies to every situation. We so often find that the outcome has really been determined before the battle. This is expressed in the saying, “The side that wins will be the side that has already won.”

Strategy is a planning process. It is war on paper. It is doing the right thing. It is seeking victory before the battle.

Tactics is a contact process. It is the action of the war. It is doing things right. It is the battle.

The best organizations develop win-win strategic initiatives. They do their planning (strategy) so well they are sure to win. When competitive forces are encountered, their implementation (tactics) is so good they win anyway.

STRENGTH AGAINST WEAKNESS—ALWAYS—TRANSLATION


Sun Tzu continues:

Consequently, the art of using troops is this:

When 10 to the enemy’s one, surround him.

When five times his strength, attack him.

If double his strength, engage him.

If equally matched, be capable of dividing him.

If less in number, be capable of defending yourself.

And if in all respects unfavorable, be capable of eluding him.

Hence, a weak force will eventually fall captive to a strong one if it simply holds ground and conducts a desperate defense.



STRENGTH AGAINST WEAKNESS—ALWAYS—
MANAGER’S COMMENTARY

Battles are won by concentrating strengths.

In America, Gillette will sell the most razor blades, Frito-Lay will sell the most potato chips, and Anheuser-Busch the most beer. The reason is they have more locations selling razor blades, potato chips, or beer. Their location strength is backed up with all the necessary strength of production and distribution.

Operations succeed because someone knows how to concentrate strengths against weaknesses. The rule of ratios of strengths is simple: If we do not have real superiority, we cannot win. The objective is not an equal match; seek an unequal advantage in your favor.

The issue is not one of raw numbers; superiority can be achieved in a variety of ways. In business competition, the superiority can be in elements of the marketing mix such as place (locations or shelf space), price, promotion, product, etc. Superiority can also be attained in the fighting spirit of the organization.

It is vital to know the strengths and weaknesses of our opponent in order to assess where the attack must be focused. Underestimate the opponent and the results can be disastrous.

The use of simple mathematical ratios to indicate when one should launch the offensive has a real application to every strategic situation. When you have overwhelming superiority, you will win. When the other side has overwhelming superiority, it will win. Between these two extremes are a variety of situations in which extended combat will be required.

Much of success in any endeavor can be achieved by focusing your resources where you can achieve decisive results profitably; you cannot be strong everywhere. This requires a careful analysis of both profit opportunities and market needs. The priority ranking is important. First, you must satisfy the needs of the market. Then, and only then, can you profit from your actions. When the profit requirements are first, you have the wrong decision sequence. The decision on the needs of the market is always made before the financial decision. It’s done successfully no other way.

As you think about applying strength, think seriously about reinforcing your own strength. This is often the best way to win.

BEWARE OF “HIGH-LEVEL DUMB”—TRANSLATION


Sun Tzu continues:

Now, the general is the bulwark of the state:

If the bulwark is complete at all points, the state will surely be strong.

If the bulwark is defective, the state will certainly be weak.

Now, there are three ways in which a sovereign can bring misfortune upon his army:

1. By ordering an advance while ignorant of the fact that the army cannot go forward, or by ordering a retreat while ignorant of the fact that the army cannot fall back. This is described as “hobbling the army.”

2. By interfering with the army’s administration without knowledge of the internal affairs of the army. This causes officers and soldiers to be perplexed.

3. By interfering with direction of fighting, while ignorant of the military principle of adaptation to circumstances. This sows doubts and misgivings in the minds of his officers and soldiers.

If the army is confused and suspicious, neighboring rulers will take advantage of this and cause trouble. This is simply bringing anarchy into the army and flinging victory away.



ORDERS VERSUS INSTRUCTIONS

In the Prussian armies of the late nineteenth century, a system was instituted to clearly differentiate between orders and instructions:

• Instructions were an expression of the commander’s wishes, not to be carried out unless manifestly practicable.

• Orders were to be obeyed instantly and to the letter.

However, orders could be issued only by an officer actually present with the troops concerned and fully aware of the situation.

This clear differentiation provides a methodology to ensure headquarters does not run operations by remote control.

BEWARE OF “HIGH-LEVEL DUMB”—MANAGER’S COMMENTARY

Avoid acting without full knowledge of the situation.

The financial collapse of 2008 was presaged by a naïve confidence in the financial system and the mechanisms to control risk. A few years before the almost-meltdown, Alan Greenspan, then head of the Federal Reserve, said, “I believe that the general growth in large [financial] institutions have occurred in the context of an underlying structure of markets in which many of the larger risks are dramatically—I should say, fully—hedged.” We later learned the risk inherent in big financial institutions, particularly those deemed “too big to fail.” The risks that remained in the system, despite Greenspan’s reassurances, came close to creating a financial collapse.

In The Reckoning, David Halberstam’s book on the auto industry, he articulates the problem of “men whose strength was that they could hear the truth in their own voices.” Halberstam says, “There were, it was believed, few honest answers at Ford during McNamara’s years because there were few honest questions.” When managers do not ask the right questions, the answers do not make any difference, creating “high-level dumb” situations.

Do not sow the seeds of destruction by micromanaging. There are a variety of alibis for this behavior; none are valid! No subordinate can operate at a level of competency when the boss supervises every detail. More than 100 years ago, Marshal Saxe wrote about generals who wish to do everything on the day of battle and as a result do nothing. Saxe says, “If the general wishes to be a sergeant-major and be everywhere, he will act like the fly in the fable who thought it was he that was driving the coach.”

When management is incompetent, good people simply “fire their boss” by leaving the organization. High turnover rates can be a signal of trouble.

In On the Psychology of Military Incompetence, author Norman Dixon cites anxiety as the most common cause of leadership failure. He theorizes that what has been taken for lack of intelligence was perhaps due to the crippling effects of anxiety on perception, memory, and thought.

Dixon identifies personal faults common to incompetence:

• A fundamental conservatism and clinging to outworn tradition

• A tendency to reject or ignore information

• A tendency to underestimate the opponent

• Indecisiveness

• A failure to make use of surprise

• A predilection for frontal assaults

• A failure to make adequate reconnaissance

Too often, incompetent leaders resist new information because it might cause them to change their course of direction. The greater the impact of the new information, the more strenuously it is resisted because if changes must be made, then they were wrong before.

OBEY FUNDAMENTAL PRINCIPLES—TRANSLATION


Sun Tzu continues:

Thus, there are five points in which victory may be predicted:

1. He who knows when to fight and when not to fight will win.

2. He who understands how to handle both superior and inferior forces will win.

3. He whose ranks are united in purpose will win.

4. He who is well prepared and lies in wait for an enemy who is not well prepared will win.

5. He whose generals are able and not interfered with by the sovereign will win.

It is in these five points that the way to victory is known. Therefore, I say:

Know the enemy and know yourself, and you can fight a hundred battles with no danger of defeat.

When you are ignorant of the enemy but know yourself, your chances of winning and losing are equal.

If ignorant both of your enemy and of yourself, you are sure to be defeated in every battle.



Sun Tzu’s Fundamental Principles Adapted for Business

1. Understand when to launch the offensive. Good information sources will help you know when to take offensive action and when to withhold it.

2. Allocate resources. Use different strategies when inferior and superior.

3. Plan a united effort. Secure a common belief at all levels in a common vision.

4. Take advantage of opportunities. Be prepared to act when others are unprepared.

5. Decentralize. Each unit leader must know her area and be empowered with authority.

OBEY FUNDAMENTAL PRINCIPLES—MANAGER’S COMMENTARY

The chances for failure are high when the rules that ensure victory are ignored.

Here are a few fundamental principles of business:

Organize an Intelligence System: Know your market as well as you know yourself. Decision making must be data driven.

Maintain Objectives: Determine a clear direction and keep a steady aim. Do not wander down side tracks.

Establish a Secure Position: Strengthen your core competencies. Occupy a position that cannot easily be taken by your opponent.

Keep on the Offensive: Being on the offensive preserves freedom of action and keeps you in control.

Plan Surprise: This is the best way to gain psychological dominance and deny the initiative to your opponent. Speed is an essential component of surprise.

Think Maneuver: Consider how to put yourself at an advantage and your opponent at a disadvantage. Find lightly defended or unoccupied competitive positions.

Concentrate Resources: Mass sufficiently superior force at the decisive place and time. Be a guerrilla when you can’t be a gorilla. The strongest at any given time and place will always defeat the weakest.

Practice Economy of Force: When you concentrate somewhere, you will be weak in other areas.

Keep It Simple: The simple works best. Even the simplest plans can be difficult to execute.

These fundamental principles of business are guidelines that lead to success. Although principles can sometimes be violated, they must always be considered. To know the principles and violate them is to take risks. To ignore the principles is stupidity. Violate these principles only when you know you are violating them. The further you stray from the fundamental truths, the greater the risks.

Applying the principles is an art. It is in this art that judgment comes into play. Professionals are aware of the subtleties of business rules; amateurs too often ignore the rules. Both take risks; both win and lose. Only one has the odds in his favor. The greater the experience the professional manager has, the greater his understanding the risks of straying from the principles and the less his tendency to stray without a valid reason.

DISPOSITION OF MILITARY STRENGTH

Management Rules

• Be Invincible

• Attain Strategic Superiority

• Use Information to Focus Resources

In business discussions, the issue constantly arises: Does strategy determine tactics or is it tactics that determines strategy? Strategy always comes before tactics, just as thinking comes before doing. However, thinking can be the easy part; it’s the doing that is difficult.

It is a business fundamental that the strategy must be correct for the tactics to succeed. There’s no chicken-and-egg problem here; the strategy must be right first, you must be doing the right thing. Then the tactics can support the strategy by doing things right. Excellent strategy at higher levels can sustain many tactical failures at lower levels. The converse is rarely true. Sustained tactical success—even continuous brilliant execution of tactics—seldom overcomes an inadequate strategic posture.

A bad strategy supported by good tactics can be a fast route to failure as, for example, driving fast and skillfully in the wrong direction will not get you to your destination. Success requires a balance of strategy and tactics. History proves that the best strategy and tactics are achieved in areas fundamental to the core strengths of the organization.

Strategy must consider tactics, and successful tactical implementation requires an appreciation of strategy. Otherwise, the tactician will not understand why he is doing what. When we do not understand the underlying concepts, we do not have the ability to improve or improvise properly.

BE INVINCIBLE—TRANSLATION


Sun Tzu says:

The skillful warriors in ancient times first made themselves invincible and then awaited the enemy’s moment of vulnerability. Invincibility depends on oneself, but the enemy’s vulnerability on himself. It follows that those skilled in war can make themselves invincible but cannot cause an enemy to be certainly vulnerable. Therefore, it can be said that, one may know how to achieve victory, but cannot necessarily do so.

Invincibility lies in the defense; the possibility of victory in the attack. Defend yourself when the enemy’s strength is abundant, and attack the enemy when it is inadequate.

Those who are skilled in defense hide themselves as under the most secret recesses of earth.

Those skilled in attack flash forth as from above the topmost heights of heaven.

Thus, they are capable both of protecting themselves and of gaining a complete victory.



BE INVINCIBLE—MANAGER’S COMMENTARY

Build strengths that can take advantage of opportunities.

The invincible awards in American business go to companies like Microsoft, with its take-no-prisoners attitude; McDonald’s, which is everywhere; and Starbucks, which owns the high ground in gourmet coffee. They may have off years, but their industry leadership positions have yet to be seriously challenged.

A common characteristic of these premier organizations is a strong founding leader who set the direction and kept the organization on course. Strong companies are founded by strong individuals—when they leave, the stamp of their culture becomes the core of the organization’s future.

At Ogilvy & Mather, founder David Mather established the practice of sending each new branch head a nested set of wooden dolls—each doll opens to reveal a smaller replica of the doll. Inside the smallest is a message: “If each of us hires people who are smaller than we are, we shall become a company of dwarfs; but if each of us hires people who are bigger than we are, Ogilvy & Mather will become a company of giants.”

Personal leadership is where “art” takes over to control the application of “science.” This does not mean that principles are ignored, but rather that the successful leader understands how to properly apply the principles.

No leader does it alone. As Manfred Kets de Vries points out in Life and Death in the Executive Fast Lane: “The derailment of a CEO is seldom caused by a lack of information about the latest techniques in marketing, finance, or production; rather, it comes about because of a lack of interpersonal skills—a failure to get the best out of people who possess necessary information.”

Coca-Cola has a chief learning officer whose job is to figure out how to institutionalize the sharing of experiences between branch offices, countries, and people, and to turn Coke into a “learning organization.” Google offers “20 percent time” to its engineers, company time that they can spend working on corporate projects they are personally passionate about. “The ability to learn faster than your competitors may soon be the only sustainable competitive advantage,” says Arnie De Geus, head of planning at Royal Dutch Shell.

ATTAIN STRATEGIC SUPERIORITY—TRANSLATION


Sun Tzu continues:

To foresee a victory no better than ordinary people’s foresight is not the acme of excellence. Neither is it the acme of excellence if you win a victory through fierce fighting and the whole empire says, “Well done!” Hence, by analogy, to lift an autumn hair [hare] does not signify great strength; to see the sun and moon does not signify good sight; to hear the thunderclap does not signify acute hearing.

In ancient times, those called skilled in war conquered an enemy easily conquered. Consequently, a master of war wins victories without showing his brilliant military success, and without gaining the reputation for wisdom or the merit for valor. He wins his victories without making mistakes. Making no mistakes is what establishes the certainty of victory, for it means that he conquers an enemy already defeated.

Accordingly, a wise commander always ensures that his forces are put in an invincible position, and at the same time will be sure to miss no opportunity to defeat the enemy. It follows that a triumphant army will not fight with the enemy until the victory is assured, while an army destined to defeat will always fight with the opponent first, in the hope that it may win by sheer good luck. The commander adept in war enhances the moral influence and adheres to the laws and regulations. Thus it is in his power to control success.



ATTAIN STRATEGIC SUPERIORITY—MANAGER’S COMMENTARY

A successful strategy achieves victory before the battle.

There is a long history of the successful entry of products where competition was minimal or nonexistent: Xerox into copiers, IBM into data analysis, Apple into home computers, and Crest with fluoride toothpaste. With this kind of superiority, the initial competitive battle was quite limited in scope.

Milwaukee-based Kohl’s has cut a wide swath in soft goods retailing with a leadership dedicated to a carefully crafted strategy. A stock analyst says, “Kohl’s combines the cost structure of a discounter and the brands of a department store. It straddles those worlds and takes share from both.” The design and merchandising is not too upscale and not too low rent. The shopper finds a clean, bright store where everything is easy to find. The service is good and the perceived value is high.

The introduction of Tide detergent by Procter & Gamble involved a classic strategy of gaining brand-name superiority. When automatic washers first came to market, manufacturers were anxious to educate new purchasers to use detergent instead of soap, which would leave a scum in places that could not be cleaned. So P&G provided leading producers with free boxes of Tide to be packed in every automatic washer at the factory. The free trial experience convinced many to become repeat customers. And Tide became the leading detergent brand without engaging in a major conflict.

Although all conflict cannot be avoided, a well-planned strategy will nullify most opposition. Fighting and winning requires less strategic skill than winning without fighting.

Opportunities for attaining strategic superiority can be found in:

• The product or service that is so clearly unique and carefully targeted that it is has no competition

• The idea that is so completely researched and validated that no other seems viable

• The fundamental truth that is presented with such moral strength that any other approach appears immoral

The issue is always how one’s strategy can win the customer and nullify the opposition. The offensive should never be aimed at the opponent’s strengths. Strategies that focus on the customer’s needs and consider the opponent’s weaknesses have the best odds for winning.

USE INFORMATION TO FOCUS RESOURCES—TRANSLATION


Sun Tzu continues:

Now, the elements of the art of war are first, the measurement of space; second, the estimation of quantities; third, the calculation of figures; fourth, comparisons of strength and fifth, chances of victory.

Measurements of space are derived from the ground. Quantities derive from measurement, figures from quantities, comparisons from figures, and victory from comparisons.

Therefore, a victorious army is as one yi balanced against a grain, and a defeated army is as a grain balanced against one yi.

An army superior in strength takes action like the bursting of pent-up waters into a chasm of a thousand fathoms deep. This is what the disposition of military strength means in the actions of war.



USE INFORMATION TO FOCUS RESOURCES—
MANAGER’S COMMENTARY

Use data to plan overwhelming advantages.

When Robert Nardelli was president of General Electric’s power systems unit, he asked his top 100 customers about their most critical needs and how GE could provide solutions. The answers prompted the company to drastically reduce its response time for providing parts. It also opened the opportunity to advise utilities on the nuances of expanding into foreign markets that were new to them but not to GE.

Many online advertisers use customer data to present more relevant ads to prospects. Online search-engine marketing may be the most targeted marketing ever developed. In general, the more relevant the recommendations the higher the sales from those communications so the performance of the data to make decisions that drive sales is highly tracked and managed.

Organizations that have added only customer input to their historic financial measurements have not completed their system. Although the customer input adds another dimension, the financial measures only serve to keep score on what has happened. More is needed.

The solution is to focus on defining and aligning performance in several key areas: financial, customer, employee, process, innovation, and learning. With achievement of the corporate strategy as the main objective, supportive objectives are established for each key performance area at every level of the organization. Then, a measurement system to track performance is cascaded so that everyone is aligned to achieve the desired results. This cascading measurement system, often called a balanced or synchronized scorecard, encourages the kind of performance that achieves results in areas critical to success.

This balanced system of measurements is a dynamic, continuous activity where all processes are aligned with strategy. To put it simply, linking your vision to performance improves productivity and profit potential.
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