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A Dedication

To my hero, my father, Pfc. Anthony Rosario D’Aveni, who landed with the 9th Infantry Division as part of the second wave of the D-Day (June 6, 1944) invasion of Europe. Awarded the Purple Heart with Oak Leaf Cluster. For the benefit of mankind, you and your fallen friends completed a cross-channel invasion, something that had not been done since William the Conqueror in A.D. 1066. Historians may remember the generals, but I will never forget that history is made by men like you.

And a Tribute

Out of respect and love, I have published your August 26, 1998, letter to me in Appendix A of this book. Your humility would never have allowed this, so please excuse the surprise. The world and your grandchildren should know your bravery and sacrifice. And you should know my pride in being your son.




“Where there is no vision, the people perish.”

PROVERBS 29:18
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PREFACE
The Art of Strategy


In my view, business strategy scholars have developed an inferiority complex. In our struggle for academic legitimacy, we have been co-opted by scientific methods—data collection, statistical analysis, and modeling—as a way to gain not only results, but credibility and respect. Scientific thought has contributed greatly to the field, but in our strident efforts to quantify strategy to prove our worth, we have lost sight of an important principle—strategy is an art as much as it is a science. At its most fundamental level, the field of strategy is one of the humanities. After all, great strategies come from experience, intuition, insight, and inspiration—from seeing the big picture and viewing the world as a canvas on which to paint the next big picture.

In my twenty-plus years as a strategy consultant and scholar, I have witnessed a gradual de-legitimization of the use of the humanities in our field. The knowledge contained in the long history of human experience has been ignored by strategy professors for too long, resulting in some unhealthy side effects. As the old joke in medicine goes, the operation was a success but the patient died. In converting strategy to cold science, we have inadvertently extracted the heart and guts that give strategy its life—and its genius.

The field, in my opinion, needs resuscitation. As strategy scholars, consultants, and practitioners, we need to look beyond science to other sources of inspiration and creativity. In my case, inspiration came in 1996 as I walked through the Winter Palace of Peter the Great (now the Hermitage Museum) in St. Petersburg, Russia, with the excitement of a child in a forbidden place. I was on the way to a ballet in the Czar’s private theater. As I watched the dancers on stage, I was transported back to a time of pre-communist, imperial splendor. I felt the still-present aura of the czars, and couldn’t help but think about how this once-great nation held supremacy over a vast portion of the world. Sitting in that historic theater, I began considering Russia’s power and place in world politics before Lenin interrupted history. From the reign of the Romanovs to the Russian Revolution, to the ruin of the USSR, here was an empire that had gone from the center stage of geopolitics to a nation waiting in the wings to find its place in history once again. It seemed almost unfathomable that an American tourist such as myself could now be sitting in a theater that was once the private domain of a dynasty.

Later that evening, my thoughts extended to other great powers throughout history. As a scholar of business strategy, I was struck by the analogy between multinational empires and global corporations, and the similarities in how nations and companies struggle for territory and power. This analogy raised a compelling question—what can today’s business leaders learn from the experiences of potentates and presidents throughout geopolitical history? It was then that I realized that many of the most important issues related to corporate strategy—the geographic positioning of firms, the scope of an enterprise’s borders, and the use of its power—have been addressed for millennia.

And so I began my quest “back to the future,” a five-year journey that took me from Caesar to cyberspace, and culminated in Strategic Supremacy. I explored the rise of the Ancient Roman and Greek Empires, as well as the more recent French, Spanish, Russian, British, Soviet, and American empires. My research also crossed the border into the world of multinational business enterprises, including the twenty most admired global firms (according to Fortune), and twenty large global companies that declined.

I analyzed the commonalities among these great powers’ growth strategies, alliances, geopolitical or geo-product positioning, and their foreign policies or global strategies. Because my focus was to understand how multinational enterprises cope with chaotic environments and adapt by creating patterns and structures that define their competitive and cooperative relationships, I looked at history through the lenses of chaos theory and complex adaptive systems. My goal was to discover and revitalize strategies relevant to the giants of modern business competing in a chaotic and complex world.

In the chapters that follow, I have greatly pared down the dusty details of my research, including only a limited number of historical highlights to illustrate and motivate the business discussions. Despite their brevity, these historical summaries add both drama and depth to our understanding of corporate enterprises—how they maneuver, interact, project their power, and evolve over time.

Admittedly, my perspective while writing this book was not that of an historian. While this book is based on what I learned from history, this is not a book about history. It is not even a book about business history It is about making history.

Some might argue that lessons from past potentates and presidents are irrelevant in helping people make history in an era of rapid change. But it is precisely because we live in a fast-paced world that we must look to history. Over the millennia, history has already answered many of the questions about how great powers survive and thrive in periods of rapid change, revolutions, and seismic shifts.

It seems ironic that the field of strategy, which was pioneered by famous business historians such as Pulitzer prize winner Alfred Chandler, Jr., is now resistant, even shocked, by the suggestion that the lessons of history deserve a place in our scholarly journals. I hope this book will inspire my younger academic colleagues to consider the effects this detour has had on the direction and heart of our field, and to re-legitimize the notion of strategy as a humanity. Otherwise, I fear that our profession—rather than making history—will become history.

I also hope that managers reading this book, especially those at the helm of multinational businesses, will be as inspired as I was by the strategies that history has revealed. May you use the timeless principles presented in this work to make history in your own right, and in your own day.

RICHARD D’AVENI
Hanover, New Hampshire
April 8, 2001



INTRODUCTION
Strategic Supremacy


Remember the old joke about the patient who went to the doctor and said, “Doctor, every time I bend over backwards it hurts.” And the doctor’s response was, “So, don’t do that.”

Today, managers of are being told to bend over backward to adopt the latest trends in business strategy: disruption; revolution; chaos. There are hundreds of books—including my own previous work, Hypercompetition—that advocate strategies for disrupting the status quo, leading the revolution, and managing on the edge of chaos. Many agile firms have made a lot of money with these high-risk strategies, particularly those with the flexibility to bend over backward by abandoning their current strengths and constantly jumping to new ones.

But this is only part of the story. Large and multinational corporations with diverse and dispersed organizations are already leaders in their industries and rightfully question the wisdom of inciting chaos and revolution to topple the established order. For these firms, disruption, revolution, and chaos could unnecessarily bend their organizations to the breaking point. Many companies have experienced “initiative fatigue” that demoralizes and exhausts their managers and workers, and causes unnecessary turnover and costly turmoil that weakens their position. Given the organizational constraints and the cost of changing the work force in a large corporation, perhaps these firms should follow the advice of the doctor in the old joke and, “stop doing that.”

After writing Hypercompetition, I spoke with executives in hundreds of successful companies and discovered that, far from being revolutionaries,these industry leaders want to take a path more suitable to their situation and advantages. They want to offer better, risk-adjusted returns than the thousands of revolutionaries who promise the moon and the stars, but fade out in the light of day These managers know that, as the established leaders, it is downright inadvisable to be a revolutionary, particularly given the fact that, as history shows, most revolutions fail and most revolutionaries are hanged. While revolutions grab the headlines, profits and prosperity most often come from stability and orderly change.

In February 2001, Peter Brabeck, CEO of Nestlé—the world’s largest food company—said: “Big change is fine for a crisis…. But not every company in the world is in crisis all the time. Many companies are like us—not as big, of course—but they are performing well. Growing, innovating, and so forth—good and fit. Why should we manufacture dramatic change? Just for change’s sake? … Big disruptive change programs are anything but [pragmatic]. You cannot underestimate the traumatic impact of abrupt change, the distraction it causes in running the business, the fear that it provokes in people, the demands it makes on management’s time…. Evolution can happen if you believe in it. You can have slow and steady change, and that is nothing to be ashamed of. Our market capitalization in 1997 was CHF 55 billion (Swiss francs), and today [2001] it is CHF 150 billion. It happened without frenzy, without bloodshed…. Our company is more like a 40-year-old, someone who is strong and trim, and who can easily run 10 miles without being pushed or pulled. We will see how all these [revolutionary] ‘technology’ companies are performing in ten years. I wonder, I wonder. I can tell you Nestlé will still be here.”1

Even the revolutionaries, once they become successful, want to restabilize the industry into a new order that places them at the center. Former revolutionaries like Dell, Cisco, or AOL now want to keep upstarts and existing powers from destroying their leadership positions in their markets.

The establishment doesn’t have to take revolution and disruption lying down. Often, they control potential chaos by embracing and molding the revolutionaries. Media and publishing giant Bertelsmann cleans up the wild-eyed MP3 revolutionaries of Napster and brings them into the fold of BMG and the music establishment. Similarly, Bertelsmann brings Barnes and Noble.com into its publishing empire in order to stabilize its position in the publishing world.

These industry leaders live in an age when the maps of their business world are being redrawn. Corporate great powers are carrying their banners into new territories around the globe, and others are retaliating by entering their core territories. Alliances and megamergers such as Citibank-Travelers-Salomon Smith Barney and AOL-Time Warner-Netscape are reshaping their companies and their industries’ playing fields.

Because managers of these firms must win on their global playing fields, they are left with unanswered questions about critical strategic issues:


	How do I respond to all the rebellions going on in the thousands of geo-product markets where my company competes?

	What if my company is an elephant that can never learn to dance?

	Rather than disrupt my industry, how do I cooperate with my competitors in order to create the alliances necessary to reach global markets and acquire new competencies?

	How can I increase my firm’s profits, growth, and power without provoking retaliation from global giants with massive resources?

	How can I create a clear vision for my company’s portfolio of businesses when it is spread over so many geographies and products?



All of these questions feed into two major challenges that managers confront every day: How should I position my geographic and product (geo-product) portfolio and allocate my resources against competitors without instigating a global competitive conflagration? And how should I do this without getting distracted by too many brushfires?

To help managers address these challenges and achieve new heights, I have written Strategic Supremacy. This book is for firms in industries where it is impossible to pull off the high-risk margins and skyrocketing growth standards promised by the hype of hypercompetition and revelations of revolutionaries. This book is not only for the superstars in hot industries, but also for those firms who are in mature industries that aren’t necessarily glamorous, hip, or innovative. In short, this book is for the managers of firms who prefer evolution rather than revolution. And it is for those who must fight for every piece of turf, inch by inch.

While chaos and change cannot be prevented, the most enduring corporations have found ways to use these forces of change to redraw the maps of competition to create a favorable world around themselves. They create periods of dynamic stability and shape a world to their benefit. Throughout history, great powers have built and reshaped their territory, absorbed or deflected revolutions, and managed their relations with other great powers with one overriding aim: strategic supremacy.

Whether you are already a leader in your industry, or leadership is your destination, the principles of strategic supremacy offered in this book will hit home. These strategies have been proven throughout history—in the realms of both business and nations—to conquer chaos and fashion a favorable world. Regardless of your industry, they can help you deal with rapid change and overcome an onslaught of challenges to your leadership, all while satisfying the insatiable demands of your shareholders for more growth and profits.

CONQUERING CHAOS AND FASHIONING
A FAVORABLE WORLD

World and industry leaders—whether multinational ancient empires or modern global corporations—have always engaged in tussles over turf. At corporate headquarters, managers work to stake out their corporation’s position on the global “playing field,” a competitive space delineated by geographies, and by a company’s products and services (see Exhibit 1-1). At corporate and divisional headquarters or within marketing departments, managers work to stake out their product positioning on parts of the geoproduct space. No matter whether you are CEO or brand manager, you compete and cooperate to win the most attractive geo-product markets, and you do so as part of a larger system comprised of many rivals with varying amounts of strong and weak territories, and hence varying degrees of power.

For companies with diverse and dispersed holdings, the playing field is all too often a chaotic space, a complex competitive arena where even “winning” the tussle over turf can have an adverse affect on your financial performance. Sometimes, the cost of winning an attractive market that everyone wants exceeds the benefits. At other times, you may succeed in accumulating strong positions in a collection of attractive markets that leverage your core competencies, but you may still end up with a geo-product portfolio that lacks cohesion and vision. For example, your geo-product portfolio may leave you poorly positioned against other competitors because they control geo-product markets that surround your collection of attractive markets, thus giving these rivals numerous launch pads into your turf.

[image: Image]

Exhibit I-1: The Competitive System—A Struggle for Turf and Power

Because of the inherent chaotic nature of the competitive playing field, a geo-product portfolio focused on attractive markets and core competencies is not enough to create the power needed to protect your future. Winning on your industry’s playing field demands a special kind of power—the power not only to stake out your own turf on that field, but also to influence the positioning and maneuvering of your rivals. This power gives you the ability to define the playing field as a way to conquer chaos and fashion a favorable world. I have labeled this power “strategic supremacy.”

Firms with strategic supremacy define the playing field by establishing the borders around their own territory and around the territory of competitors. In other words, they establish a “sphere of influence,” and they mold the borders around the spheres of others. Spheres of influence may overlap, but only to a limited degree before the borders disappear. What’s more, spheres with strategic supremacy determine how those borders will change over time, and even delimit the borders of the competitive space itself.

In essence, strategic supremacy offers a framework for envisioning how a multiproduct, multilocation firm successfully and proactively interacts with other leading firms in the struggle for turf and power. Sometimes, only one firm in an industry has strategic supremacy. In other cases, several firms share supremacy. And in other cases, no one has achieved supremacy yet, though many are pursuing it. Even small- and moderate-sized firms can gain strategic supremacy over a region of their competitive space. In all these cases, building and using a strong sphere of influence is at the heart of capturing, preserving, or usurping strategic supremacy.

The Heart of Strategic Supremacy: The Sphere of Influence

A sphere of influence is your company’s geo-product portfolio on steroids. Your sphere is centered on a core market that you “own.” This is the market where you have established value leadership. This means you set the expectations of customers and rivals when it comes to quality, price, and performance, and you also set the standards that everyone else benchmarks.

The sphere of influence is not a portfolio of “core competencies.” It is based on a core market, but that is only the beginning. Your sphere’s core market is surrounded by your presence in other geo-product markets, each of which serves a specific strategic intent. Some markets are vital interests that increase the power of your core using traditional shared competencies and economies of scale and scope. Your sphere also includes markets that serve as buffer zones that protect your power by helping you defend against rivals that surround your core and vital interests. Pivotal zones in your sphere capture power vacuums, allowing you to improve your sphere’s power through indirect, rather than head-on, competition. Pivotal zones can also serve as bets on the future, positioning you in markets that may become so important they could shift the balance of power. Your sphere of influence also includes forward positions in rival spheres. These positions allow you to counterattack competitors, signal your strategic intentions, and even establish tacit alliances with rivals. (See Chapter 1 for more on how to construct a cohesive sphere of influence.)

A gestalt of powerful proportions, a sphere is greater than the sum of its parts, creating a competitive arsenal that can be used to influence rivals and customers in a way that defines the playing field. Because each zone plays an important strategic role, a cohesive sphere protects your present. It also positions you for the future—even in the event of a seismic shift in your industry. And it allows you to utilize your entire company as a platform for building competitive advantage.

In essence, the sphere of influence provides a new logic for your portfolio, one that recognizes that your firm’s power can derive from much more than core competencies. One example: Many successful spheres create positions in markets where they have no strengths and no chance of winning, all in the service of the larger strategic purpose of increasing their power relative to rivals, in order to define the playing field. To the unenlightened eye, spheres with strategic supremacy may look illogical today, but they won’t when the Monday morning quarterbacks see how they were used to shape the future.

A cohesive sphere of influence achieves strategic supremacy by helping your firm:

Circumvent the competitive compression on your sphere. When rivals try to contain, constrict, strip, or domino their way into your sphere, you can use your sphere to buffer your core against the power of other spheres. You can restructure your sphere to create a platform for growth around the compression. And you can use your sphere to turn the tables by applying competitive compression on a rival’s sphere. (See Chapter 2 for more insights on natural growth patterns that will help your firm counter or circumvent competitive compression.)



Create a vision for routing resources around your portfolio. Rather than being subject to momentary market fluctuations and internal conflicts over funding, adhering to one of four proven paradigms for resource allocation within your sphere gives you a long-term vision for your sphere’s accumulation of wealth and power. (See Chapter 3 for more on paradigms that will increase your sphere’s wealth and power.)



Cope with a multitude of rebellions. You can’t ignore the hundreds of ambitious smaller challengers in your numerous geo-product markets. And you can’t respond to every disruption everywhere. Using the power of a cohesive sphere, you can absorb some blows, counter the revolutions that rise to the top, and work with others to proactively keep the lid on chaos and stabilize your industry structure. (See Chapter 4 for more on dealing with disruption by ambitious lesser powers.)



Cooperate and compete to tip the balance of power in your favor. Powerful spheres configure the other big players in their competitive space into “triangles”—great power relationships consisting of two allies and one target sphere. The alliances in these triangles achieve alignment using several strategies. By focusing multiple triangles on the same goal, your firm can gradually influence your industry’s structure and gain preeminence for your company’s “world view” of the competitive playing field. (See Chapter 5 for more on how your firm can configure other great powers to tip the balance of power in your favor.)



Guide your industry to a more profitable future. A sphere with supremacy can use competitive pressure to intervene in its industry’s power system, stabilize the power hierarchy, or redistribute power. Stabilizing mechanisms allow you to create a “dynamic stability,” or you can apply “pressure cascades” to guide the transformation of an industry in transition and mold order amidst the chaos. (See Chapter 6 for more on how you can influence the future playing field by measuring, mapping, and redirecting patterns of competitive pressure and power.)

If you want strategic supremacy for your firm, you must create a powerful sphere and use it to structure the geo-product space in a way that tips the distribution of power in your favor. Therefore, the tussle over turf translates into a struggle that ultimately affects your position in the “power hierarchy” of your industry. Consequently, firms can’t choose their portfolio of businesses without thinking about how their position in the geo-product space influences the power system within their industry. They must beware that they do not create impotent portfolios by occuping only niche markets and maneuvering in ways that provide no power to influence the behavior of their rivals. While profitable, such portfolios cannot redistribute or direct the flow and balance of power within an industry.

THE UNIQUE NATURE OF STRATEGIC SUPREMACY

Most large corporations think of their power in terms of massive size, global reach, and the authority or trust assigned to firms that have longevity But these don’t equate to strategic supremacy. For example, a large, widely diversified conglomerate with global reach has power and resources. It survives by spreading its risks over a large number of businesses. But a conglomerate cannot influence the borders of others because it faces too many rivals. It doesn’t own a core that is strong enough to build a cohesive sphere around because it is too diffuse. And it competes not so much by shaping the playing field but rather by reshaping itself.

Strategic supremacy is a special kind of power that transcends size, reach, and longevity. It’s not what you have, so much as how you use it. The attributes I just listed give firms the potential for strategic supremacy, but firms with massive size, reach, and longevity cannot achieve strategic supremacy without first understanding that they only have power over others if others believe they do. Throughout history, there are striking examples of this truth. George Washington and Mahatma Gandhi faced an empire with overwhelming size, longevity, and global reach. Yet they refused to buckle under the pressure and used guerrilla tactics, passive resistance, and leadership skills to render what appeared to be a formidable force useless. They simply recognized that British military power was not enough to create strategic supremacy over America and India.

Because of this reality, the unique nature of strategic supremacy is defined by three principles: the power of perception; the power to capture the hearts and minds of core customers; and the power to fashion a favorable world by using different combinations and patterns of competition and cooperation. These three principles are the tools for constructing a “social reality” without using the force of deep pockets, monopoly power, or illegal collusion.

The Power of Perception

Much like drawing borders on a map of the world, the lines around a company’s sphere of influence are as much about perception as they are about reality. When the astronauts first photographed the earth from orbit, the photos looked very different than the maps. There were no borders on earth, and no territories under the control of one nation or another. The map was not the territory. The borderlines existed only because others perceived them and agreed to abide by them.

Even industry boundaries are based on shared beliefs. “Mental maps,” developed by managers over years of experience, define who is seen as a competitor, in effect delimiting the competitive space. Every border you establish—from the lines around your sphere to how you delineate geoproduct markets based on grouping geographies and products into categories, to how you delimit the competitive space—is, in effect, a socially constructed reality Each can be reshaped, destroyed, or reconceived.

Strategic supremacy is, therefore, about creating a social reality that is shared among competitors within a competitive space. Signaling and strategic maneuvering for position on the playing field can be used to influence the perceptions of rivals, direct their attention toward a specific market, or change their intent away from other markets. This is how firms “negotiate” the borders of their spheres.

When one or more great powers achieves strategic supremacy, the borderlines that they have chalked become the accepted reality. Through many interactions with many rivals, a firm with supremacy gains preeminence for its “world view” of the competitive space. Over time, this world view becomes the mental map that others follow. In business, as in world politics, the power of perception cannot be underestimated. As Winston Churchill said, “the empires of the future are the empires of the mind.”

Capturing Hearts and Minds

Given the power of perception, strategic supremacy starts with capturing the hearts and minds of customers in core markets. Typically, firms do so by offering customers much greater quality and service at lower prices. They set the standards that customers expect and rivals must benchmark, thus writing the rules of competition. To have supremacy, firms must offer value that is so superlative that they figuratively own their core markets.

In the 1970s shaving market, for example, Gillette had supremacy until BIC captured the hearts and minds of numerous Gillette customers by offering them low cost and disposable convenience. BIC redefined the playing field by creating and growing the disposable razor segment worldwide. Gillette quickly learned to play in this high-growth disposable razor market and eventually became the leader in the U.S. disposable market. But it was a Pyrrhic victory. This low-margin world—in which BIC was much better prepared to compete because of its strength in low-cost manufacturing of plastic goods—drained profits from the research-intensive Gillette and weakened its sphere by cannibalizing the company’s longterm, higher margin core market in cartridges. Clearly, BIC had imposed its world view on the competitive space.

Gillette regained strategic supremacy when it took control of the playing field through the creation of its Sensor razor. The company recaptured the hearts and minds of customers by rewriting the rules of competition, offering significantly better shaving closeness, backed by the laser-welding technological expertise necessary to manufacture the Sensor. Rewriting the shaving rules allowed Gillette to restructure the playing field by owning a new core market in “shaving systems.” This core grew at the expense of BIC’s core disposable market and Gillette’s old core in cartridges, such as the Atra and Atra II. The borders of Gillette’s playing field changed as well, becoming global with Gillette’s massive international launch of the Sensor.

Gillette teaches a good lesson about strategic supremacy. The struggle for supremacy is a dynamic process involving the continual creation of superlative value for your core customers. Failure to do so gives rivals the opportunity to invade your core with a better product, or to entice customers away from your core and accept a substitute product. Gillette, which had held leadership in the shaving market since World War I, forfeited its supremacy to BIC and was almost bought up in a hostile takeover because of its declining fortunes.

Since its brush with BIC for control of the shaving industry, Gillette learned it had to write the rules of the game in order to own a viable core. The company continued to write new rules for value in its new core with the Mach3 shaving system. It also continued to control the definition of the playing field by appealing to the women’s market with a Sensor that was designed to meet their specific safety needs, rather than simply making a pink version of the original. Previously, Gillette had marketed the Sensor as “The best a man can get.” Yet by seizing control of this new dual-gender playing field, the best a man can get—at least for Gillette—got a whole lot bigger and better.

Fashioning a Favorable World through Forms of Co-opetition

One of the interesting results from the struggle for power between BIC and Gillette was that each firm ended up redefining its sphere. BIC’s sphere had been centered on low-cost manufactured plastic disposable products such as razors, lighters, and pens. After Gillette won in the razor market, BIC reduced its emphasis on razors, focusing on lighters and pens. Around the same time, Gillette exited the disposable lighter market. So the competition between the two companies ultimately encouraged a form of tacit cooperation over the redefinition of the borders of their spheres. In essence, Gillette and BIC legally fashioned a more favorable world by mixing competition and cooperation.

By competing over spheres of influence, competitors position themselves in different parts of the geo-product space naturally and without illegal, overt, and explicit agreements to divide up the markets into monopolies. This process allows competitors to differentiate themselves and avoid getting spread too thin by trying to compete across the entire playing field. During this process, firms with strategic supremacy use different combinations and patterns of competitive and cooperative actions and relationships—in other words, co-opetition—to fashion a favorable world. While firms using co-opetition can conceivably cross the line into monopolistic or collusive behavior, this rarely happens for three good reasons.

First, no sphere—even one with strategic supremacy—can completely eliminate competition because cooperation plants the seeds of its own destruction. Cooperation inherently involves compromise and restrictions, so it always results in a restless, dissatisfied, or ambitious party. These parties are typically: the “low firm on the totem pole”; the revolutionary who wants to disrupt the cooperative environment; the firm with new alliances that give it new technologies, shifting the balance of power in its favor; or the sphere that simply loses too much power because the cooperative environment restricts its full potential. While any or all of the “cooperative” firms may agree to peace, that doesn’t necessarily mean they are happy about it. Thus, cooperation always lays the groundwork for the next dissatisfied firm to start the struggle for power all over again.

A second reason that spheres of influence don’t stamp out competition is because even spheres that dominate their markets can’t act like monopolists if they want to maintain their supremacy. Monopolists rely on overpricing and underserving customers to make a profit. In contrast, strategic supremacy involves owning your core market by continually creating superlative value for your core customers. If you don’t create this value, you can kiss your core, and all the power of your sphere that goes with it, good-bye.

Third, even when spheres of influence have negotiated a peaceful coexistence, they still compete indirectly by defining and pursuing interests that do not clash. This may involve mining the unique core markets of their own sphere for growth or focusing on growing into markets that don’t infringe on a competitor’s spheres. One sphere could shift the balance of power in its favor by moving into power vacuums that give it superior growth and wealth. Over time, the new advantages can give the sphere enough power to invade a rival’s sphere. While this form of competition is indirect, it still can be very intense.

Strategic supremacy gives you the power to create competitive and cooperative relationships among spheres of influence. It is easy to think that supremacy comes from simply balancing competition and cooperation, as if firms can create some playing fields with more competition than cooperation, and others with more cooperation than competition. This is an oversimplification, however, because of the dynamic way strategic supremacy really works. Cooperation does not eliminate competition; it changes its form and nature. What’s more, intense competition creates cooperation. Thus, competition and cooperation are not opposites. They are two sides of the same coin and they drive constant action on the playing field.

History has shown that no competitive contest can be won without cooperating with some rivals to prevent being attacked from all sides. And no cooperative environment can be maintained without using competitive actions to enforce the peace. Thus, collusive environments are often a mirage because cooperation engenders new forms of competition, and competition engenders new forms of cooperation. (For more about effective and legal strategies based on different forms of co-opetition, see Chapters 4, 5, and 6.)

THE SUPREMES: TODAY’S GLOBAL GREAT POWERS

Strategic supremacy seems like such a tall order. Can corporations really define the playing field, delimit the borders of rival spheres, and lead the evolution of their industry, even if their market is a global one? Nations have done it for millennia. Through empires and alliances, they have created the equivalent of powerful spheres of influence and used those spheres to establish borders and a system of international power politics. Great powers throughout history, from Ancient Rome to the relatively young United States, have all achieved the ability to spread their world view throughout their competitive space despite centuries of change and disruption. But do corporations really have the same influence as powerful nations?
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