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Introduction

If you went to bed last night as an industrial company, you’re going to wake 
up this morning as a software and analytics company.

Jeffrey Immelt
Chairman and CEO, General Electric Co.

That transformative comment translates to such marketable capabilities 
as GE offering customers predictive maintenance services for Internet-
connected industrial equipment, ranging from medical equipment to jet 
engines. GE’s sensors collect and analyze essential data. As problems are 
detected, a robot sends a report to an individual wearing smart eyeglasses 
where step-by-step repair instructions are downloaded from a cloud 
database.

The endpoint: Big data, sophisticated analytics, and creative algorithms 
help GE’s customers perform predictive maintenance to reduce down-
time, assist in developing additional user applications, and drive overall 
higher operational efficiencies, all of which contribute to GE maintaining 
a leading-edge competitive advantage.

IBM is also immersed in data analytics, and more specifically in the Internet 
of things. It provides services to aid companies in such specialized areas as 
retailing by providing weather data to guide business decisions for adjusting 
store merchandising based on forecasts over a specific 48-hour period. Its 
technology applications also apply to a variety of industries, for instance, 
auto insurance and energy companies, to target new markets for growth.

The endpoint: Big data allows for more accurate segmentation of customer 
markets, which results in more precisely tailored products and services.

Caterpillar, along with its partner Uptake, utilizes predictive diagnos-
tic tools to organize the enormous quantities of data spewing from sen-
sors implanted in its bulldozers and hydraulic shovels. In turn, the data 
becomes meaningful information that its customers use to detect poten-
tial maintenance issues before breakdowns occur. As a result, downtime 
is minimized, efficiency is improved, productivity increases, and profit-
ability soars.
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The endpoint: The data analytics generated from these efforts lead to more 
productive joint projects that create closer relationships with Caterpillar’s 
product users. In turn, these ventures strengthen its competitive strategy.

Then, there are such high-profile firms as Burberry, Home Depot, Uber, 
Zipcar, Capital One Bank, Nordstrom, Walmart, and Walgreens that also use 
algorithms and analytics to combine transaction data across a number of busi-
nesses or channels. Doing so allows them to accurately document how con-
sumers engage with websites or decide between shopping online or in stores.

The endpoint: Observing such patterns of behavior sharpens managers’ 
abilities to fine-tune promotional offers, optimize inventory levels by chan-
nel, and redirect spending across types of media—all of which become a 
basis for successfully engaging competition and fostering growth for each 
of those firms.

These companies made significant commitments to the digital age, or 
were in the process of making the transition. Other companies fed the 
transition as well with a variety of products and programs, such as PayPal, 
Square, Stripe, and Cisco Systems.

Within that maelstrom of activity, other far-thinking organizations, 
including Google, Facebook, and Amazon, which pioneered digitally 
mined businesses, continue their innovative approaches by making day-
by-day progress as they explore machine-to-machine communications, 
improved platforms for employing big data using artificial intelligence, 
and advances in the Internet of things with its ever-growing capability to 
take on complex tasks.*

Yet within these highly publicized and fast-moving developments not all 
organizations fully internalized the necessity for shifting into the digital 
age. Instead, they often gave the procrastinating comment of “It’s some-
thing we’ll have to look into.” At times, that approach turned into knee-
jerk actions that resulted in too little, too late.

However, if not too late, those surviving companies were often pushed 
into change when jolted by a collapse in sales or fallen market share, or 
more noticeably, when obscure start-ups appeared from nowhere and began 
taking away key customers. Examined more closely, these new competitors 

* A McKinsey & Co. report indicates that the Internet of things could have up to an $11 trillion 
impact on the global economy by 2025. That enormous number expands the definition of Internet 
of things to mean everything and everybody connected to everything and everybody else, and 
generating massive quantities of data in the process.
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were relying on big data and algorithms to understand who buys what, 
when, and why. Guided by data analytics, they confidently moved rapidly 
with the appropriate strategies to decisively attack key market segments.

In reality, many of the digital processes consuming the attention of 
executives have been around for more than a decade, but several of the 
original Internet innovators suffered with the dot-com crash. Now the 
urgency is more pronounced as the digital technologies move forward 
with greater speed, refinement, and accuracy. And as never before, huge 
amounts of data are readily accessible from internal and external sources 
to feed the systems.

Internal data flows in the course of doing everyday business from such 
areas as call center recordings, meeting memos, reports, and client notes. 
That includes data from security cameras, traffic monitoring, and other 
electronic devices.

External sources of additional data come from various touch points 
along the supply chain or from government sources. And then there are 
the voluminous quantities of data from the Internet, customer tweets, 
social network postings, YouTube, and numerous photo sites.

As a way for you to internalize the full scope of data as a remarkable 
resource of knowledge to be perpetuated, mined, and disseminated, the 
following two categories provide organization and structure: explicit 
knowledge and tacit knowledge.

EXPLICIT KNOWLEDGE

This category forms your internal databases, which include records, man-
uals, documents, and the raw numbers in spreadsheets. Then, there is the 
output from sophisticated analytics that incorporates data from a variety 
of the above-cited customer touch points, proprietary big data, and public 
sources of open data.

TACIT KNOWLEDGE

This more subtle area of knowledge generally resides in the minds of indi-
viduals who have accumulated it through discovery, experience, intuition, 
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or numerous interactions with others. Since tacit knowledge tends to be 
less structured, it cannot always be put on paper. Instead, it is transferred 
indirectly through conversation, anecdotes, observation, or other types of 
informal interchanges.

Tacit knowledge can originate in a variety of patterns, such as the 
impressions, feelings, and insights of a sales rep returning from a visit 
with a key customer. Or it can start with an engineer making an offhand 
comment about a gestating idea to an associate in a casual setting over 
lunch.

For many organizations, explicit knowledge is tangible and available on 
a widespread basis, or minimally, it is accessible to several layers of per-
sonnel. On the other hand, tacit knowledge is somewhat unbounded and 
tends to be used by individuals who need to protect what they know as a 
personal defense or a power barrier. It is this form of knowledge that is 
often lost to others, if not captured, organized, and available.

Yet if both categories of knowledge were blended into a disciplined busi-
ness system built around big data, algorithms, and analytics, it would 
function as a balanced, multidisciplinary framework for capturing, shar-
ing, and spewing forth immensely valuable intelligence with the result of 
making more accurate decisions.

To break through the barriers that could prevent aligning such a system 
with the culture of your firm means establishing a level of trust up and 
down the organization. It also means instilling a spirit of teamwork to 
make the digital tools work to the full benefit of the organization.

You would then be in a far more advantageous position to justify (or 
recommend to a management committee) allocating funds for rolling out 
a new product or service, adopting a cutting-edge technology, or probing 
an evolving market segment. Perhaps too, in the context of this book, you 
would further hone your leadership skills to sustain a competitive edge.

The responsibility for big data can reside with any number of individu-
als, depending on the size of your company and the level of priority given 
to the project. The range of titles includes company librarian, information 
technology (IT) manager, market research manager, chief information 
officer, and the evolving duties of the data scientist who creates or man-
ages systems to connect employees with the knowledge they need.

In parallel with any of those titles, however, your central responsibility 
is to make tangible use of the immense fund of knowledge flowing from 
big data. That, in part, is what living in the digital age is all about. It is 
anchored to the most fundamental requirements for all decision making 
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when developing competitive strategies: obtain accurate information and 
refine it into usable intelligence.*

Expressed another way, the aim is to make better-informed decisions, 
discover hidden insights about customers’ and competitors’ behaviors, 
and develop winning strategies. That need has always been paramount. 
Now, better tools are available to handle the task.

Thus, armed with organized and integrated intelligence, the uncertain 
variable is your readiness to apply the mass of knowledge to market advan-
tage. Readiness in this context incorporates such vital attributes as your 
personality and experience. These include the deeply embedded human 
qualities of ambition, courage, tenacity, and determination, which are 
essential to taking meaningful action.

Thus, the paradox!
What if the straightforward facts generated by data analytics across dig-

ital networks defy what your experience, intuition, and gut feel tell you as 
you look at market conditions through your own eyes? Now, you face the 
proverbial horns of a dilemma about deciding which path to take.

Part of that quandary is determining how the selected pathway would 
impact your day-to-day operations, what effect it would have on employee 
morale and behavior, and would it align with your corporate culture? As 
one C-suite executive succinctly remarked, “Remember the human inter-
face or all this data means nothing.”

The following company example illustrates the impact of such a dilemma 
and the influence of the human interface as one leader dealt with digital 
age technology.

Indra Nooyi, CEO of PepsiCo, faced monumental, and at times confus-
ing, challenges in managing the variety of its product lines, its markets, 
and diversity of its customers she oversees. The company’s formidable 
market research revealed an inconsistency: consumers wanted healthier 
fare. Yet at the same time, they were devouring such products as its Lay’s 
chips, which was contributing mightily to PepsiCo’s high-growth snacks 
division. Then, there was its hugely successful big soda brand, Mountain 
Dew, a highly sugary and acidic drink that was raking in record sales and 
also adding substantially to PepsiCo’s overall performance.

* The ancient Chinese strategist Sun Tzu summed up the purpose of accurate intelligence more than 
2500 years ago (simply substitute enemy with competitor): “Know the enemy and know yourself; 
in a hundred battles you will never be in peril. When you are ignorant of the enemy, but know 
yourself, your chances of winning or losing are equal. If ignorant both of your enemy and of 
yourself, you are certain in every battle to be in peril.”
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With big data documenting the trends and eating preferences, and 
sales metrics revealing a different story, how might these discrepancies 
be resolved? How should decisions be made about committing resources 
where data analytics and sophisticated algorithms produce outcomes 
contrary to actual results? In other words, where do experience, intuitive-
based human judgment, and the personality traits listed above intercon-
nect with the machine-generated facts?

Nooyi took several decisive steps: First, she took a bold strategic view-
point that helped drive her actions by declaring that Pepsi must address 
“one of the world’s biggest public health challenges, a challenge funda-
mentally linked to our industry: obesity.” Subsequently, she put resources 
behind her proclamation by shifting from junk foods to healthier alterna-
tives. At the same time, Nooyi vowed to improve the healthiness of Pepsi’s 
core products by reducing the sugar content while maintaining the tradi-
tional taste experience.

Product developers experimented with new drinks that included healthy 
versions of old ones, such as Mountain Dew Kickstart, a fruit-flavored, 
lower-calorie drink, and a super-crunchy potato chip developed first on a 
three-dimensional printer. The company reports removing 400,000 tons 
of sugar from its drinks since 2006, and reducing the salt and saturated fat 
in Lay’s and Ruffles chips.

To more readily manage change, Nooyi moved to alter Pepsi’s culture. 
Historically, the company was a decentralized place where local managers 
operated without much central interference. She restructured the organi-
zation into a leaner, top-down design. As Nooyi points out, “The top needs 
to know all the pieces. And the top better really get into the details … to 
know what questions to ask.” With that shift in orientation, she was able 
to more readily take action to develop new, healthier products and initiate 
change with existing products by altering their ingredients, all while pro-
viding customers with the same taste satisfaction of the original products.

In a like manner, what can you do in such a paradox? What action can 
you take where actual behavior is incompatible with digitally generated 
data? What thought processes are needed to think and act as a strategist? 
What are your leadership responsibilities to prepare you and your organi-
zation or group for the digital age?

The chapters in this book present ideas, processes, and techniques that 
you can use as operating guidelines to cope with a variety of competitive 
situations. These are organized around major forces that would affect your 
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ability to successfully lead in a work environment where big data, algo-
rithms, and analytics dominate managerial practices.

As illustrated in the following diagram, the forces of leadership shaped 
by digital technology consist of five sections: digital technology, competi-
tive strategy, corporate culture, organizational structure, and strategic busi-
ness planning. In turn, each section is comprised of supporting chapters.

Digital
technology 

�e Five Forces of Leadership Shaped by the Digital Age

Competitive
strategy 

Corporate
culture 

Organizational
structure 

Strategic
business
planning 

Digital technology

Competitive strategy

Corporate culture

Organizational structure

Strategic business planning
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�e Five Forces of Leadership Shaped by the Digital Age

Section I

Digital Technology

There’s no algorithm or formula that says technology will do X, so Y is sure to 
happen. Technology doesn’t work on its own. It’s just a tool. You are the ones 
who harness its power.

Eric Schmidt
Executive chairman, Google Inc.*

* Excerpt from Eric Schmidt’s commencement speech to students at Virginia Tech, May 2015.
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3

1
Developing Effective Leadership: 
The Human Interface with Big 
Data, Algorithms, and Analytics

To harness the enormous power of technology is one of the key measures 
of your effectiveness as a leader, especially in the active environment of 
disruptive technologies and intense competition. Your leadership deter-
mines how successful you will be in mobilizing your staff and preparing 
your organization, or business unit, to operate competitively in the digital 
age.

As Schmidt points out, technology is just a tool and does not work on 
its own. From that viewpoint, your leadership (within the parameters of 
your responsibilities) means giving prime-time attention to the following 
key areas:

 1. Developing a strategic business plan and committing to its overall 
direction, objectives, and strategies, which include dedicating a por-
tion of the plan to opportunities and threats resulting from the out-
put of big data

 2. Encouraging your staff, through training and orientation, to think 
like strategists and apply the vast potential of digital technologies to 
the long-term growth of the enterprise

 3. Aligning your corporate culture to the disruptive changes of operat-
ing in the digital age

 4. Designing a responsive organizational structure that utilizes total 
communications to encourage speed of reaction

 5. Coaching the staff in the art of strategy and honing their skills in 
developing defensive and offensive plans



4 • Leadership Strategies in the Age of Big Data and Algorithms

Leading an organization, business unit, or product line can be a daunt-
ing challenge even when equipped with the seemingly convincing evidence 
being touted about the infallibility of big data, algorithms, and analytics. 
Yet, how trustworthy are these people-made algorithms?

Do they contain built-in biases that can lead to inconsistent outcomes? 
Is the raw data stored in your system still valid? Are the extrapolations 
made about customer behavior reliable enough that you can make major 
new product commitments? Are the outputs explicit enough to make con-
fident decisions?

Thus far, there is sufficient proof to accept the undeniable power, sophis-
tication, and future potential of digital technologies. Analytics can see 
what you cannot. You can dig beneath the surface of your data to uncover 
hidden possibilities. You thereby have the potential to create highly inter-
active relationships with your customers beyond what was previously 
possible.

What, then, are the issues that should concern you and which can 
impact your ability to lead in a digital world? Two considerations arise: 
First, the intimidating fact is that vigilant competitors are equally forti-
fied with similar or superior algorithms. They may even do a better job 
of tracking and predicting consumer preferences with available software, 
such as being able to analyze millions of transactions from thousands of 
customers to predict trends months or years in advance.

That said, rival managers could have the edge in deploying resources to 
meet changing demands more rapidly than you. Further, they even may be 
better prepared to keep track of all of the touch points of a user or buyer 
in real time.

There is also the undeniable fact that the enormous potential of algo-
rithms and analytical software is moving ahead at turbo speed, which 
means that alert competitors can maintain a lead in such areas as forecast-
ing, market behavior, resource allocation, product modification, innova-
tion, and new product development.

Second, even where technology in many situations can be the tipping 
point in deciding who wins the competitive race, it is more likely that effec-
tive leadership most often remains the pivotal factor. It is leadership that 
develops the strategies and sees that they are successfully implemented. It 
is leadership that harnesses the human elements of courage, decisiveness, 
responsibility, and accountability that are essential to achieving objectives.

Where those attributes of leadership are ingrained, you can then 
inspire your people to action. Then it is possible to reach new heights of 
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performance through innovative tactics that respond to market and com-
petitive uncertainty with speed and accuracy. Overall, those meaningful 
outcomes may be viewed as effective where leaders act to win: to win cus-
tomers, to win market share, and to win a long-term profitable position 
in a marketplace—and do so before a rival can do excessive harm. If lead-
ership fails, organizations suffer. In the broader sense, the surrounding 
communities in which the company operates feel the pain.

To function as a leader, then, means influencing people by provid-
ing purpose, direction, and motivation, while improving the viability of 
the organization. Therefore, anyone responsible for supervising people 
or accomplishing an organizational objective that involves committing 
resources is a leader. Taking this a step further, anyone who influences and 
motivates people to action or affects their thinking and decision making is 
a leader. Leadership is not only a function of position but also a function of 
an individual’s role in the organization. The following example illustrates 
these points.

A. G. Lafley, CEO of Procter & Gamble, retired from the company in 
2010 after an illustrious career helping to build the world’s largest con-
sumer product company. He more than doubled the company’s portfo-
lio of brands and helped turn such products as Pampers and Crest into 
global winners. All told, P&G’s sales surged and profits quadrupled during 
Lafley’s nine-year tenure.

However, the good times at P&G did not last after Lafley left the com-
pany. In 2013, he was persuaded to return and deal with a different kind 
of problem: scores of its brands were forecast to have dreary growth pros-
pects. In part, the obstacles were due to the recession, cheaper compet-
ing brands, changing buying patterns, and an overall corporate condition 
whereby P&G had become too large to compete effectively in all markets. 
Lafley reached a culminating point where his previous strong expansive 
moves reverted to defending existing businesses.

To remake the company into a more competitive and profitable entity, 
Lafley had to shrink what he assiduously built. The plan called for drop-
ping as many as 100 product lines, which left P&G with a more manage-
able portfolio of 65 leading brands, including Tide, Bounty, and Gillette, 
which account for almost 85% of the company’s sales.

Lafley’s actions of compressing his lines of products is opposite of P&G’s 
culture. Historically, the company was bent on expanding and aggres-
sively marketing new products that were carefully developed and thor-
oughly tested through a long and expensive process.
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Lafley represents the flexible role of leadership, which displays the disci-
pline expected of a CEO. His movements also demonstrate discipline and 
agility to pivot on events as he shifted from offense to defense, a role that 
is contrary to the typical mindsets of most executives. Yet Lafley knew he 
had to redirect P&G into an organization to fit a changing competitive 
battleground where rapid-moving, nimble competitors armed with algo-
rithms and data analytics can track trends that redefine market segments 
as a means to secure firm footholds for revenue growth.*

Thus, in a market-driven, technology-driven, and highly competitive 
environment such as in the case of P&G, it is essential to work at develop-
ing a flexible managerial style. This is especially important if you expect 
your staff to support the objectives and strategies set out in your business 
plan. Anything else will come across to personnel as rigid with an inabil-
ity to adapt to a changing marketplace, especially where there is an influx 
of offshore competitors and a torrent of changing technologies.

Consequently, if you rely on only one leadership style, you suffer the 
consequences of appearing unyielding. Such situations occur where proj-
ects are complex and require different leadership skills at each stage of 
development. For instance, products in the early phases of design, where 
patient testing for performance and quality dominate, require a far dif-
ferent leadership style of dealing with scientists, engineers, and product 
designers, from that of pumping up a sales force for a new product launch. 
Similarly, products at various stages of their life cycles—introduction, 
growth, maturity, decline, and phase-out—involve diverse leadership 
styles to correspond with the varying market and competitive conditions 
at each juncture.

Whole Foods, for example, built a wildly successful niche for itself by 
establishing a position of selling organic groceries to the masses, which 
brought fast growth and high profit margins to the grocery chain. Here, 
too, in circumstances similar to those of P&G, Whole Foods’ big success 
did not go unnoticed by savvy competitors, notably Kroger, Costco, and 
Walmart. Those rivals were hungry enough to relish cashing in on the 
trend. The effect was that Whole Foods’ growth during its high-growth 
day of averaging more than 20% annually from 2000 to 2008 fell to below 
10% by 2014.

Cofounder of Whole Foods John Mackey found himself shifting to a 
high combative mode of leadership by developing plans to fend off equally 

* Lafley retired for a second time in 2015.
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aggressive competitors. One of his turnaround strategies to revive growth 
was to target millennials with a smaller, lower-priced chain focused on 
value, convenience, and technology. The question, then, was, after big data 
analytics clearly indicated competitive trends and slowing sales growth, 
did Mackey wait too long to prevent what he viewed as his company’s 
firmly entrenched position in organic foods being upended by competitor 
inroads?

The essential points: Given the nuances of managing in a planning and 
working environment driven by algorithms and big data, how should a 
leader cope with the powerful forces of competition, changing customer 
behavioral patterns, and technology disruptions? Add to those the need to 
react with speed, flexibility, and bold action. These questions are addressed 
in the following sections as you lead for the digital age.

LEADING YOUR STAFF AND ORGANIZATION 
FOR THE DIGITAL AGE

Five primary forces impact your leadership role in mobilizing your staff, 
organization, or business unit for the digital age. These consist of digital 
technology, competitive strategy, corporate culture, organizational struc-
ture, and the strategic business plan. (See the five forces diagram on the 
chapter’s opening page.)

Digital Technology

Referring again to Schmidt’s comment that technology is “just a tool … 
you are the ones who harness its power,” this first force requires you to 
prioritize training that informs and excites the staff to all of the tremen-
dous possibilities existing and evolving with big data, algorithms, and 
analytics.

For instance, big data allows ever-narrower segmentation of markets 
and improves the accuracy of tailoring products and services to fit cus-
tomer needs. As such, digital is a more effective way of engaging them 
and being able to concentrate marketing efforts with greater precision and 
economy.

Algorithms can track the behavior of competitors and predict with 
some measure of accuracy how they will respond, for example, to 
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competitive attacks built around price, promotion, product, or new ser-
vice introductions. Data analytics also aids in pinpointing competitors’ 
vulnerabilities in ways that were not previously seen through conven-
tional analysis. Doing so creates opportunities to move more rapidly and 
gain footholds for market expansion. In effect, digitization often lowers 
entry barriers.

As for communications and strengthening relationships in and out of 
the organization, the interactions among customers, suppliers, stake-
holders, and employees are enhanced through digital channels, which 
makes content universally accessible by creative applications of graph-
ics and video, tailoring messages for exactness, and adding social 
connectivity.

Thus, in your role as a leader, regardless of your level in the organiza-
tion, digital technology is the game changer in leading a business in a fast-
moving marketplace against start-ups that seem to come from nowhere 
and hit the market with major impact with a few clicks or finger swipes 
from sophisticated software. As such, they place increasing pressure on 
price and margins by reducing transaction and labor costs, all of which 
create an open field for other competitors to cross borders with amazing 
swiftness.

One organization, Sears, found a solid footing in one area of its business 
by using big data to become a leader as a repairer of home appliances in the 
United States. The venerable, and in recent years vulnerable, department 
store is the single largest seller of those services. Its technology center in 
Seattle mines data gleaned from the tens of millions of visits that Sears 
technicians have made to American homes over decades, so that a more 
effective diagnosis of an air-conditioning unit or refrigerator problem can 
be made before a service technician actually calls.

The system collects data on a wide variety of brands, including its own 
Kenmore line, so that its diagnostic technology can calculate the com-
plexity of a repair, as well as prepare a cost and time estimate. Result: 
A reduction in the number of times Sears must dispatch technicians, 
saving the retailer time and money, creating a more favorable customer 
experience, and maintaining a meaningful advantage over competing 
repair services.

As important, from a strategic viewpoint, is that the digital advantage 
gives Sears a quantum leap forward in the emerging market for smart 
home tech and services, which fits into the organization’s overall strategy 
to revive and reinvent itself into a technology company.
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Competitive Strategy

The second force to impact your leadership role in the digital age is the 
application of competitive strategies. When looked at as a set of rules or 
principles, they are shown as speed, concentration at a decisive point, maneu-
ver by indirect approach, and bold action and shifting to the offensive. These 
are covered in detail in the following chapters, but are condensed as follows:

Speed. This application is consistent with the pace of operations 
where big data analytics highlight opportunities that require rapid 
response. Unless used as a deliberate strategy of watchful waiting, 
rarely has an overlong, dragged-out campaign proved successful. It 
is exhaustion through the prolonged draining of resources that dam-
ages more companies than almost any other factor.

Concentration at a decisive point. With the huge capability of analytics 
to pinpoint segments of opportunity with impressive accuracy, being 
able to concentrate at decisive points permits targeting and deploy-
ing resources where you can gain superiority in selected areas. You 
thereby emerge stronger than your competitor in key segments of 
your choosing.

Maneuver by indirect approach. As an enduring rule, an indirect 
approach stands out as one of the consistently successful components 
of strategy. If skillfully implemented, the maneuver applies strength 
against a competitor’s weakness, resolves customer problems with 
solutions that outperform those of your rivals, and achieves a psy-
chological advantage by creating an unbalancing effect in the mind 
of the opposing manager.

Bold action and shifting to the offensive. All of the output of big data, 
algorithms, and analytics is aimed at permitting you to go forward 
with speed and confidence to protect existing businesses against the 
inroads of competitors, and to gain a foothold by expanding with 
fresh market opportunities. Boldness complements the above strat-
egy principles.

There is one additional dimension to strategy: Success in most com-
petitive situations is not the result of winning or losing in one decisive 
event. Rather, most encounters consist of numerous engagements, large 
and small, simultaneous or consecutive. Each has a specific purpose that 
links to the whole.
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Expressed another way, in a competitive battle the outcome of a single 
event is never to be regarded as final. It is part of a total picture. Thus, 
should one campaign or competitive encounter fail, it should be consid-
ered a transient event for which a possible solution can be found at a later 
date through some innovative strategy, an alliance with a technology-rich 
organization, or some other potential breakthrough. Then, there is the 
realistic possibility that your rival has made an error, or has become com-
placent with a false sense of security, and opens a fresh new opportunity 
for you.

Corporate Culture

The third force impacting leadership in the digital age is corporate cul-
ture. While organizations invested in digital capabilities such as big data, 
analytics, and digital content management, they found it necessary to sus-
tain a strong and flexible culture that could adapt to the psychological and 
physical changes needed for a successful transition. Doing so would mean 
that managers could then make data-empowered decisions more rapidly 
in responding to changing market conditions.

In contrast, a staid and unresponsive organization would tend to miss 
the shifts to digital technologies. If it vacillates over the competitive impact 
of big data, or focuses only on building market share in existing markets, 
then it does not have a working environment where individuals can push 
the boundaries into new markets with innovative products and services.

The essential point: If an organization’s management shows a con-
scious disregard for making its culture compatible with a fast-moving 
digital marketplace, the company loses its competitive edge. Complacency 
spreads, customer focus declines, and originality dries up, all of which are 
extremely difficult to reverse.

A vibrant example of a spirited and robust digital culture is Google. The 
company describes its culture as “incredibly scrappy,” which is anchored 
to being totally data driven. In practice, that means all proposals must be 
supported with finite data and less hyperbole. Another characteristic of 
scrappy is being agile, which reflects on its leaders, employees, and overall 
way of doing things. Thus, as the operating system and nerve center of 
the organization, its dynamic and adaptive culture shapes how employees 
think and how they react under a variety of conditions.

Another key element of Google’s culture is to actively think about tech-
nology applications as a way for the company to fundamentally transform 
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an industry. In turn, that entails clearly defining a market, inspiring peo-
ple to think big about the goals of the company, and uncovering ways to 
change the overall direction of an industry. In effect, the process defines 
Google’s culture to include innovation and autonomy, forward thinking, 
and teamwork. All of these components are viewed as essential to the 
DNA of Google’s technology culture.

Agility also translates to being able to conduct thousands of tests and 
experiments a year while using only a small 1% test with each core prod-
uct. Managers are able to determine if the experiment can be scaled up or 
quickly eliminated. They view the process as part of their test-and-learn 
culture.

Another famous practice that supports Google’s culture is its 20% fea-
ture: employees can use 20% of their time to work on a product idea of 
their choosing. Originally, it was somewhat free flowing, which permitted 
them to think in all way-out directions. It is now somewhat modified to 
require employees to focus their creative time on something that would 
complement a core product. In turn, this effort would pyramid into a team 
effort when championed by an individual who “sold” the idea for others 
to participate.

Consequently, a positive, supportive corporate culture drives ambi-
tious business decisions, generates customer loyalty, and ignites employee 
involvement in a robust work environment utilizing digital technologies. 
It is the cement that binds together all of the qualities and gives an orga-
nization a unique personality. Expressed another way, corporate culture 
combines qualities that give solidarity to the organization and forms the 
underpinnings for collaborative efforts. In effect, it becomes the human 
interface with big data, algorithms, and analytics.

Organizational Structure

The aim of an organization’s structure is to create an agile and inno-
vative work climate, which consists of two dimensions: physical and 
psychological.

Physical

Establishing a “lean and mean” organization has been an overriding orga-
nizational goal over the past few decades. The notion was to eliminate 
the layers of management and any barriers that suggested a bureaucratic 
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format, which would impede the free flow of upward and downward infor-
mation. Therefore, the intent was to deal with the timeliness of market and 
competitive moves that required quick responses. Those needs are still 
present. But it is now supported through the instantaneous forms of com-
munication made possible by big data and reinforced by data analytics.

Thus, it is still important to realize that the primary rationale for devel-
oping an organizational structure for the digital age is to create a work 
climate that invites creativity and innovation that is free of cumbersome, 
inflexible systems and procedures. That is the reason for the current 
approach by organizations to establish a start-up climate.

A prime example of such an approach is Dow Chemical. Continually 
transforming its work climate is evidenced by how the company attempts 
to reinvent itself by fostering a culture that takes on the character of a 
start-up. Dow shifted from a traditional orientation of developing a port-
folio of products to assembling a portfolio of value-added markets. That 
orientation is also expressed by how the organization has evolved from an 
inorganic chemical company, to an organic company, to a petrochemical 
company, to a plastics company.

From a leader’s viewpoint, CEO Andrew Liveris has skillfully maneu-
vered the company to be at the nexus of where evolving markets and tech-
nologies intersect. And he sees his primary job as directing the thinking 
of his staff to seek targets of opportunity where there is the likelihood of 
achieving substantial breakthroughs.

In the world of digitization, Liveris has embraced the whole information 
technology (IT) world and challenged Dow not only as a data provider, 
but also as a knowledge provider. One of his big concerns is not drown-
ing in the voluminous quantities of data. Rather, his interest is in mold-
ing the information into a usable model, so that it is not just raw IT, but 
knowledge.

In all, Liveris refers to the role of leadership as going through a series 
of reinventions, which require switching priorities as the company goes 
through changes. He views change as overlapping circles: Circle 1 is strat-
egy and operations. Overlapping circle 1 is the more important one: the 
company’s reputation, where everything that a company does is scruti-
nized through the world of social media. Therefore, according to Liveris, it 
is necessary to pivot with the constituency that wants to know more about 
the enterprise.

In some instances, to develop the desired climate, an organization relo-
cates groups to remote locations that are removed from the formality and 
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structure of the parent and gives them the freedom to start up operations 
as they see fit. Similarly, there is the instance of the above-mentioned 
Google and its approach to creating a climate for innovative thinking.

In these examples, establishing a climate means recognizing and appre-
ciating the inherent dignity and worth of people. And even where some 
individuals’ ideas will not succeed, their efforts are still recognized and 
respected. This is especially relevant when working with culturally diverse 
personnel with a wide range of ethnic backgrounds.

In those instances, leaders must stand aside and empower their people, 
give them overall direction based on the strategic business plan, delegate 
the necessary authority, and let them do their work.

Therefore, central to the job of leading an organization is helping subor-
dinates grow and succeed by communicating a forward-looking strategic 
outlook, encouraging collaboration to cope with disruptive change, and 
providing counseling and training to get the staff to “create a customer”* 
and acquire the art of strategy to successfully compete against rivals.

Psychological

The psychological phase of leading a digital organization leans heavily 
on the interaction between you and your staff. It encompasses such all-
embracing factors as morale and motivation, as well as courage, determi-
nation, and persistence. Here is how one leader is described by a member of 
his staff: “He was a very outstanding leader with calmness, consideration 
of all possibilities, and the courage to carry out his decision. He certainly 
set the example that had the respect of every individual in the group.”

Likewise, those you manage want a self-confident leader who can accu-
rately assess internal and market conditions and motivate the staff to take 
decisive action. This capability is becoming increasingly more precise with 
the availability of big data analytics and the quantum leaps being made in 
that technology almost daily.

Underlying that confidence is your judgment when looking at various 
options and making choices, especially when it concerns the amount of 
risk your organization can tolerate. As important is determining if your 
personnel are properly trained, motivated, and up to carrying out their 
tasks.

* This phrase is attributed to Peter Drucker’s famous definition of the purpose of business.
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Then, there is the task of actually taking action. That is where you need 
to show self-confidence to tackle tough problems with calmness and con-
sideration of all possibilities. Yet, a reality does exist: How many individu-
als can maintain such a psychological state under all circumstances? The 
likelihood is that only a few can sustain such a herculean mental effort 
under all competitive conditions.

For example, data analytics may reveal that a rival is superior to you 
in key areas. Such a realization could realistically cause a collapse of all 
hopes and break down self-confidence. In turn, that mindset has a way of 
spreading to others on your staff and creating demoralizing fear that dis-
solves into a climate of hopelessness and defeatism.

Consequently, your leadership role is to forcefully maintain a view of 
the big picture, which should be shaped by your strategic business plan. 
In turn, that picture would take the form of opportunities that should be 
convincingly communicated with supporting data, along with a tactical 
action plan, to your staff. This point is lucidly expressed by CEO Jim Smith 
of Thomson Reuters:

We’ve done a lot of work around shared purpose, around values, and about 
the behaviors that we have to exhibit if we’re going to live those values. It’s 
about creating a team that’s capable of morphing and changing as oppor-
tunities arise, and redirecting throughout the year as opportunities arise.

Thus, from a leader’s perspective, decisiveness, persistence, and deter-
mination beat out overly cautious and indecisive behavior. You can be 
more proactive by taking a few positive steps: First, in your plan, establish 
primary and secondary objectives so that if your main objectives cannot 
be achieved, you have a fallback position. Then, develop corresponding 
strategies and tactics for each of your objectives, which include setting 
metrics to measure performance or red-flag problems. Doing so permits 
you to manage unexpected situations. Also, prepare contingency plans, 
which include an exit plan should you need to salvage an untenable 
situation.

Second, create a working climate within your group that relates to your 
staff’s perceptions and attitudes. You should be concerned with their day-
to-day functioning and interactions with other groups in the organization. 
The aim is to interface with digital technology to develop and implement 
strategies and tactics in an organizational structure that supports speed, 
concentration, and boldness.
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The whole notion is to be proactive in creating a working environment 
of trust and understanding whereby your staff is encouraged to seize the 
initiative and act with a sense of direction and purpose, which also serves 
to strengthen loyalty. For employees, it is no giant leap from thinking their 
leader is confident and firmly in control to thinking their leader is inse-
cure and vacillating.

Third, you can achieve excellence as a leader when your people are disci-
plined and committed to the organization’s cultural values. Excellence in 
leadership, however, does not mean perfection. On the contrary, an excel-
lent leader creates a climate that allows subordinates room to learn from 
their mistakes, as well as from their successes. In such a positive climate, 
people work to improve and take the risks necessary to learn. A leader 
who sets a standard of “zero defects, no mistakes” is also saying, “Do not 
take any chances. Do not try anything you cannot already do perfectly, 
and do not try anything new.”

Strategic Business Plan

The strategic business plan serves as the focal point for inputting, sorting, 
and disseminating the data from all contact points. As such, it serves to 
organize ideas into actionable objectives and strategies.

The planning structure permits prioritizing the various functions and 
activities needed to mobilize for the digital age.* By clearly defining the 
firm’s strategic direction, objectives, and strategies, one can make sense of 
incoming data and give context to securing existing, as well as pursuing 
entirely new, businesses.

Included within the plan should be details associated with market seg-
ments, products, and services. Making use of the seemingly limitless 
potential inherent within big data analytics and algorithms, the plan 
should contain strategies to reach customers in geographically and cul-
turally dispersed markets.

Thus, the plan is the juncture where experience, skill, and insight con-
verge to envision the future. It is the point to highlight objectives; shape 
imaginative strategies; deploy people, material, and financial resources for 
maximum impact; assign levels of authority and responsibility; and train 
individuals who can skillfully implement the plan.

* A detailed outline for a strategic business plan is given in Chapter 11.



16 • Leadership Strategies in the Age of Big Data and Algorithms

Therefore, the principal reason to focus on developing a plan as the ini-
tial mobilizing force is to create a cohesive and managerial whole from 
which to make sense of the organization and its interplay with the mar-
ketplace. Its aim is to create order out of what can easily deteriorate into 
disorder.

This is where effective leadership provides a human face to planning, 
which is expressed as energizing the morale of the rank and file to push 
forward in an increasingly competitive environment. Often, it is the sin-
gular factor in deciding the success or failure of the business plan.

The following guidelines help provide such an interface:

• Develop and communicate a clear statement of a vision and stra-
tegic direction for your firm or business unit that embraces digital 
technologies.

• Involve your staff in navigating the future with clearly stated priori-
ties and objectives that incorporate the findings of data analytics.

• Install a system of recognition and rewards for individuals who iden-
tify data-related opportunities for growth and expansion.

• Allow individuals reporting to you to make decisions, supported by 
data analytics, that are consistent with the plan’s overall objectives.

• Maintain a leadership style that is consistent with your company’s 
values and that reflects a working climate of trust.

• Act on signs of tensions among your staff, or where there are clues 
of damaging infighting within the organization, or where there are 
instances of other managers projecting negative role models.

A pragmatic example of where some of these issues apply is the precari-
ous situation faced by Cisco Systems during the time it encountered dis-
ruptive consumer and competitive changes. Even after declaring he was 
ready to retire as CEO of Cisco in 2015, John Chambers envisioned vibrant 
new growth in networking technology and Internet-connected appliances 
that would set Cisco on an entirely new pathway of growth.

Chambers, along with his successor Chuck Robbins, had to overcome 
one challenging trend: hardware was becoming less expensive and thereby 
gave cloud service providers such as Amazon and Google an open advan-
tage to offer Cisco’s customers an alternative to buying its costly data cen-
ter equipment. In response, Cisco made changes to its traditional business 
plan. It shifted strategy to sell more cloud services and position its soft-
ware separately from its hardware for special applications.
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The key point: Chambers’s and Robbins’s leadership faced up to the con-
tinuing transformations taking place in their markets. Yet they meticu-
lously sustained a forward-thinking and confident work climate within 
Cisco.

In another instance, once-fierce rivals Apple and Samsung consented 
to tone down their costly and damaging patent lawsuits and instead col-
laborate on technology research and manufacturing. Samsung agreed to 
make the main chip for the next iPhone. And it committed to investing 
multibillions of dollars for new plants and equipment to make chips for 
other Apple products.

From a strategic view of the alliance, Apple gained by associating with 
one of the biggest, most sophisticated chip manufacturing operations in 
the world. As for Samsung, it obtained much-needed new chip orders to 
help make up for stagnating mobile phone profits. They both achieved 
their objectives of retaining their respective leadership positions in the 
industry.

CHARACTERISTICS OF A SUCCESSFUL LEADER

What type of leader can manage within the framework of the above five 
forces of leadership? In general, it is the inquiring rather than creative 
mind, the comprehensive rather than specialized approach, the calm 
rather than excitable head, the flexible rather than stubborn attitude, and 
the determined rather than indecisive personality that can sustain self-
confidence and lead.

Specifically, however, you have to connect with your personnel, all of 
whom come with a set of values, developed and nurtured from child-
hood through lifetime experiences. In varying degrees, these values are 
expressed as loyalty, duty, respect, and integrity.

However, they can also be empty ideals and may not fully surface if your 
personal behavior does not mesh with your organization’s values, ethics, 
rules, and culture. Where an interconnect does occur and there is a lack of 
unity, you, through words, deeds, and everyday practices, must be able to 
communicate purpose, provide direction, instill motivation, hone skills, 
and deliver action.

As for employees, what characteristics are they looking for in a leader? 
First and foremost, and as indicated above, they want a self-confident 
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individual who can accurately assess internal conditions that could impact 
the smooth running of the company or business unit. That leader should 
have the foresight and skill to utilize big data and convert it into smart 
data to evaluate the market and competitive scene with a sense of clar-
ity of what needs to be done and the capability to organize resources and 
motivate the staff to take action. For instance,

Direction means prioritizing tasks, assigning responsibility for com-
pleting them, and making sure personnel understand the goals. The 
aim is also to deploy resources for the best outcome.

Motivation inspires personnel to act on their own initiative when they 
see something that needs to be done—that is, within the overall 
guidelines of business objectives.

Skills relate to technical competence to use required tools and tech-
niques. Skills also pertain to understanding how to work within the 
new frontiers of technology and their known and yet to be discov-
ered applications.

Action means assessing the market and competitive situation, look-
ing for opportunities, developing strategies and tactical plans, and 
implementing them. Part of such action requires setting key perfor-
mance indicators (KPIs), thereby allowing personnel to discover for 
themselves what happened, why something happened, and how to 
sustain strengths and improve weaknesses.

Levels of Leadership

Leadership exists at three levels: direct, organizational, and strategic.

Direct Leadership

This level is face-to-face and highly interactive. It takes place when subor-
dinates are used to seeing their manager frequently. Of course, this point 
varies by how much intervention is needed in managing various job levels, 
from scientists to assembly-line workers. Then, there is the issue of a man-
ager’s individual managing style. The legendary former CEO of General 
Electric, Jack Welch, was known to devote more than half his time to 
direct leadership with people. By way of his informal leadership style, he 
gained the steadfast respect of his employees. He acted as if each employee 
with whom he interacted was a friend.
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Welch often wandered the factory floor checking products and start-
ing conversations with workers by using his informal “Call me Jack.” His 
favorite practice was to bypass corporate protocol by sending handwrit-
ten notes to those he had direct contact with during his walking-around 
practice. Those notes presented a lasting and, in some cases, emotional 
impression. All those actions were intended to lead, guide, and influence 
the behavior of individuals throughout GE’s complex organization.

Organizational Leadership

This level influences larger and more diverse groups. Executives lead indi-
rectly, generally through more levels of subordinates than do direct lead-
ers. The additional levels, however, can make it more difficult to see actual 
results. For the most part, organizational leaders deal with more complex-
ity, more disruptive forces, and more unintended consequences.

This is especially so where an increasing number of companies are 
becoming virtual, globally distributed corporations, where many services 
and functions from call centers, to R&D, to manufacturing, to back-office 
operations are outsourced. This increasingly prevailing business model 
means adding a new dimension to organizational leadership, from man-
aging the few to the many, regardless of location.

Leaders at this level find themselves influencing people more through 
policy making and systems integration than through face-to-face contact. 
They focus on strategic planning and global competition over the longer 
term.

Yet developing meaningful collaborations, sharing goals, and applying 
the principles described above remain steadfast leadership rules as they 
learn to leverage global talent. And, as practiced by Jack Welch, getting 
out of the office at regular intervals and visiting outlying sectors of the 
organization where the daily work takes place is still especially important.

Strategic Leadership

This type of leadership is prevalent in larger organizations among senior 
executives. These C-suite leaders establish organizational structure, allo-
cate resources, communicate strategic vision, and prepare business units 
for their future roles in a digitally driven and competitive environment.

They apply many of the same leadership skills and actions they mastered 
as direct and organizational leaders. They process information quickly, 
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assess alternatives based on big data analytics, make decisions, and gener-
ate support.

Their decisions affect more people, commit more resources, and have 
wider-ranging consequences in both space and time than do decisions of 
organizational and direct leaders. In smaller organizations, or in business 
units of larger ones, all levels of leadership are usually focused with the 
owner or general manager.

In a more specialized application where authority and responsibility are 
delegated to the lower echelons, field sales managers, for instance, take 
on the additional roles of organizational and strategic leadership for their 
respective sales territories.

In addition to their direct leadership role of motivating, training, and 
coaching salespeople reporting to them, these managers get involved in 
shaping a strategic vision for their respective territories, developing long- 
and short-term objectives, designing action strategies and tactics, and 
providing useful feedback to developers for future products and services.

As leaders, they think through their specific problem and act with 
the initiative of a self-starter. That is, they move when there are no clear 
instructions, act when unexpected opportunities appear, react when the 
competitive situation changes, and maintain flexibility when the original 
business plans fall apart.

This is done within the framework of those leaders understanding the 
organization’s overall strategic plan. As important, they do not just give 
orders. They are careful to communicate clearly the intent of the specific 
objectives to be achieved. All this effort is anchored to the leaders’ disci-
pline, character, and ambition.

Such characteristics do not just appear. They must be developed, prac-
ticed, and honed within the leader and among subordinates. Examples of 
such characteristics include the following.

Discipline

This characteristic comprises order, self-control, restraint, obedience, and 
deference for authority, as well as a sense of duty. It is through discipline 
that you shape a united effort, which is then fortified through training. 
The one reality you have to face is that in day-to-day competitive encoun-
ters, your personnel are enveloped by the instinct of self-preservation that 
takes hold over all other emotions.

The aim of discipline, therefore, is to control that instinct. In even 
the most pressured situation, the individual tends to lose his reasoning 
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power and becomes instinctive. This is especially critical where the pre-
sumably infallible big data metrics would steer you in a precise direc-
tion that is contrary to what you intuitively feel and your experience 
indicates.

Only with discipline is there good order and a feeling of collaboration 
realized through teamwork and pride. Collaboration, in this context, exists 
among individuals working as a team who know each other well and who 
share the company spirit. Many companies talk about seeking collabora-
tion through team effort. However, few reach that level according to one 
major business publication that cited the following major organizations 
as having mastered such an achievement: Nike, Lockheed Martin, Kohl’s, 
Starbucks, and Johnson & Johnson.

Even with those standouts, it is altogether too common in many orga-
nizations that only the numbers are seen and not the underlying events 
governing them. The individual as an intrinsic part of any corporate effort 
often disappears, or is taken for granted, rather than viewed as valued 
for his or her intellectual capability, experience, and inherent skills. Yet 
for anything significant to happen, it is the mind and quality of the indi-
vidual, the unity of team effort anchored to discipline, and organizational 
support that produce any meaningful effect.

Character

This quality represents an individual’s inner strengths. It helps the indi-
vidual know what is right. More than that, it triggers the courage to do 
what is correct regardless of the circumstances or the consequences. It 
is character that influences an individual’s behavior, as it links intuitive 
insight into action.

However, to hold to a consistent course is difficult. The steady stream 
of erratic impressions eating at an individual’s convictions never seems 
to cease. Even the greatest stability and determination cannot completely 
protect the wanderings of the mind. Negative impressions are strong and 
vivid and can affect the mind almost unconsciously. It takes strong feel-
ings and strength of character to overcome them.

At critical times, however, successful leaders are able to master their 
feelings and keep their determination. Deep as their feelings are, they 
maintain their poise and equilibrium. Thus, individuals with strong feel-
ings, great strength of character, and a solid dose of good sense are out-
standing leaders. These qualities make it possible to see the critical issues 
in any event.
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Stubbornness, on the other hand, distorts determination. It borders on 
vanity, but goes deeper and is displayed as a narrowness of mind, which 
views giving in on one’s own ideas as a sign of weakness.

Ambition

This trait is one of the essential qualities of a leader. There never was an 
outstanding leader without ambition. Ambition is the mainspring of all 
actions. But for pragmatic meaning, ambition must be worthy of the orga-
nization’s mission and its culture and not a pathway to solitary power.

Ambition is difficult to separate from courage. In analyzing great lead-
ers, it is generally impossible to decide which of their actions in the face of 
severe problems bore the mark of boldness or that of ambition. Both are 
characteristics of the truly outstanding ones.

It is constructive ambition and the intense desire to excel that stimulate 
ambition in others. The magic of winning always arouses ambition, which 
gives momentum to the organization. Therefore, nurturing constructive 
ambition is another prime duty of the leader.

Yet the unwelcome reality exists that unrestrained personal ambi-
tion does live, with all its excesses and potentially harmful outcomes—
as shown by the highly publicized debacles of the earlier recession. It is 
through uncontrolled raw ambition that similar scandals have destroyed 
employees’ careers and the economic livelihoods of communities in which 
the organizations operated.

Finally, embedded throughout any enterprise is the deep-rooted and 
monumental influence of organizational culture. It functions as the 
backbone that supports discipline, highlights character, and encourages 
positive ambition. With its long-lasting and more complex set of beliefs, 
customs, values, and practices, culture is expressed in a corporate climate 
of how people currently feel about their organization.

Further, if you seek competence as a leader in the age of big data, algo-
rithms, and analytics, understand the five forces that impact your role in 
mobilizing your staff and organization: digital technology, competitive 
strategy, corporate culture, organizational structure, and strategic busi-
ness planning. Add to those the leadership and sensitivities of interfacing 
with technology, regardless of your operating levels.
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2
Integrating Business Intelligence and 
Security with Competitive Strategy

We don’t think of security as being a separate piece of technology. It has to be 
core to the operational systems that you use, where your data resides, where 
your most critical applications usage is.

Satya Nadella
CEO, Microsoft Corp.

Nadella’s comments are open to several interpretations: First, security 
involves protecting all that represents a company’s secrets and plans. To 
that end, the dominant issue and key challenge for Microsoft—as well as 
for your organization—is cybersecurity. The threats and potential vul-
nerabilities extend to the public sector, as well as to national and local 
governments globally. It has stretched to such heights of concern that 
international summits are addressing the dangers. By any measure, then, 
cybersecurity is one of the biggest common threats organizations face.

Second, with an increasing number of businesses adjusting their opera-
tions to the digital age, leaders are broadening their view of security to 
include protecting the continuous flow of data from every conceivable 
source. Moreover, that inflow of data accelerates with the speed and avail-
ability of cheaper computer power, sensors, and mobile communications.

Thus, as technology-advanced companies hone their digital skills and 
experiment with data generated across a base of thousands or even millions 
of transactions, they are able to test new products, services, pricing, and 
marketing approaches with remarkable speed by using the readily avail-
able analytics software. With the quick feedback, they determine which 
products and strategies produce higher revenues or greater customer 
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engagement. In this manner, every digital-engaged business operates as a 
big data business with security as an integral part.

Third, Nadella’s comments that “[security] has to be core to the opera-
tional systems that you use” and “where your most critical applications 
usage is” can be legitimately understood to include Microsoft’s strategic 
business planning process, with its output of competitive strategies. As 
such, Nadella’s remarks would include such leadership tasks as (1) create 
and retain customers, (2) secure Microsoft against competitors interfering 
with its plans, and (3) develop defensive and offensive strategies.

Whereas the complex issues surrounding cybersecurity have yet to be 
resolved, it remains a problem with which you and all leaders must stay 
involved. However, there are manageable aspects of business intelligence 
and security that do fit into your immediate role. And these will be the 
focus of the balance of this chapter.

MANAGING BUSINESS INTELLIGENCE

“You cannot deny what may be happening in the marketplace because it 
doesn’t feel good for your portfolio,” declared Chuck Robbins, CEO, Cisco 
Systems. Robbins’s comment is of vast importance for business intelli-
gence and managing in the digital age. Specifically, as his remarks relate 
to a competitive situation, data analytics can help you understand what 
“may be happening in [your] marketplace” when it comes to identifying 
your competitor’s operating patterns.

Armed with such intelligence, you can then deploy your personnel and 
determine where the competitor’s strength is formidable and where it 
is weak, which gives you lead time to take counteractions. In turn, that 
information serves as reliable data for constructing a budget and deter-
mining the types of resources required for the situation.

What better way to establish your personal credibility as a leader than 
being able to demonstrate to your staff that you can handle potential 
threats and take positive actions on opportunities? Therefore, business 
intelligence with the embedded use of big data and analytics can be “core 
to the operational systems that you use.” It affects all operating parts of a 
business either directly or indirectly.

In another instance, John Deere & Co., a leading agricultural machinery 
maker, faced a market of soft crop commodity prices that weakened demand 
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for farming equipment, and intense competition from equally strong com-
petitors, which caused Deere’s revenue to tumble. Deere responded by turn-
ing to a new source of revenues: software services that deliver information 
and advice to farmers in the field. With embedded technologies in its equip-
ment, the data helps farmers manage their fields from their mobile devices.

Those organizations faced common issues built around developing strat-
egies within two zones of activities: First, as stated above for Microsoft, is 
creating and retaining customers with the longer-term view of contrib-
uting to the long-term growth of the market, whether it is through dis-
ruptive technologies or by means of innovative products, logistics, and 
enhanced services. Second is preventing competitors from interfering 
with their business plans through security and effective counterstrategies.

Should ongoing competitive threats prevent those organizations from 
carrying out those two fundamental activities, they can totally unbalance 
any organization—and in the extreme, imperil an organization’s survival. 
Within that context, a leader’s initial task is to organize his or her staff to 
observe and analyze rivals’ activities in real time and prepare counter-
strategies. The object would be to secure existing market positions and 
frustrate competitors’ efforts.

As for your leadership, given the scope of information required to 
develop competent strategies, it is especially important to look at a com-
petitor with a 360° view. That is, use a circular approach by utilizing big 
data to open your eyes to a changing marketplace of evolving technolo-
gies, environmental trends, and shifting buying patterns among your 
customers.

In this panoramic scene, seeking information to sharpen your insights 
can impact your decisions when selecting markets, launching new prod-
ucts, and searching for competitive advantages. In turn, you will improve 
your chances for establishing a formidable defense in those segments that 
represent your core business.

Business intelligence, then, functions as the centerpiece of all offensive 
and defensive actions by exposing strengths and weaknesses in your situ-
ation, as well as in those of your competitors.

The intelligence function serves as a core component for developing 
strategies and tactics. For that reason, if utilized with the same care you 
would give to a delicate instrument, the system can signal subtle changes 
in the marketplace. For instance, it can help you preempt and outmaneu-
ver competitors, preserve financial expenditures for the most expeditious 
timing, and even protect your corporate secrets from inquisitive onlookers.
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Therefore, look carefully and thoughtfully at incoming data and be sure 
to evaluate the reliability of each source. Doing so permits you to vali-
date or disprove reports, especially from questionable sources. After you 
have assembled reliable intelligence and carefully deliberated on all that 
is meaningful, develop and implement your strategy with speed. You can 
then feel confident that the intelligence you have assembled and screened, 
and the analytics you have received, will produce the best results, as well 
as red-flag questionable actions.

Moreover, even in the penetrating light of reality, should you discover 
that some intelligence is contradictory, false, or doubtful, you have little 
recourse but to lean heavily on your judgment and move on. It would be 
a far greater error to wait for a situation to clear up entirely. The reality of 
working in a dynamic digitally driven marketplace is that rapid decisions 
are required—even in the fog of uncertainty.

That also means depending on your knowledge of the industry, trusting 
your years of experience, showing confidence in those key individuals with 
whom you work, recognizing the value of your formal and informal training, 
and relying on the richness of your intuition. Taking it a step further, should 
pangs of doubt still persist, yet intuitively you know that rapid action is called 
for if you are to prevent a potentially bad situation from deteriorating further, 
tell yourself that little is accomplished without shifting to the offensive.

MANAGING DATA SECURITY

Beyond the persistent stories in the media of hackers aggressively attack-
ing corporate databases with regularity and seeming impunity, there are 
less publicized cases of electronic bugging of company offices. Add to 
that the blatant situations where employees steal secrets and sell them to 
competitors for pure monetary gain. Still other individuals pass on confi-
dential information about new products through prearranged agreements 
with rival companies.

The most flagrant illegal examples over the last few years include the 
following:

Apple Computer: A global supply manager at Apple was caught sending 
drawings, pricing information, and projected sales figures on vari-
ous Apple products to suppliers in China, South Korea, Taiwan, and 
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Singapore. Suppliers paid kickbacks to the individual, which totaled 
more than $1 million.

Dow Chemical: A research scientist who worked at Dow for 27 years 
stole trade secrets for making chlorinated polyethylene and sold 
them to Chinese companies.

DuPont: A research chemist working on organic light-emitting technol-
ogy secretly downloaded files to an external drive. He then covertly 
took a job with Peking University, which was working on the same 
technology. He went on to make personal presentations about com-
mercializing the research.

Ford Motor: A product engineer, before leaving Ford, copied 4,000 doc-
uments, including design specs. As he was about to leave the United 
States on a one-way ticket, the data turned up on his laptop when 
confiscated at an airport.

Goodyear Tire & Rubber: Two engineers at a Goodyear supplier were 
convicted of entering a Goodyear plant, photographing a device used 
to wrap cable for a tire’s inner thread, and transmitting the photos 
to a rival company.

Motorola: An engineer was charged with economic espionage by steal-
ing trade secrets to benefit a foreign government. The individual was 
caught at a U.S. airport with 1,000 Motorola documents and a one-
way ticket to China. Among the papers were confidential documents 
relating to Motorola’s mobile phone technology.

Boeing/Rockwell: An engineer was caught with 300,000 pages at his 
home, including technical information on a U.S. space shuttle, F-15 
fighter, B-52 bomber, and Chinook helicopter.

Other victims of espionage include Google, Lockheed Martin, Chicago 
Mercantile Exchange, American Superconductor, and Dow AgroSciences.

What implications do these cases of deception have on security and com-
petitive strategy? From a macroviewpoint, stealing a company’s technol-
ogy, seizing advance research, and accessing any other area that converts 
data to a product or service advantage can seriously jeopardize a man-
ager’s strategy options and ability to compete effectively. At the microlevel, 
such outrageous acts explicitly place a manager in a high-risk situation by 
blocking him or her from building strong defensive barriers to protect an 
existing market position.

From your viewpoint, similar situations can realistically gut your efforts 
for developing expansion strategies by stripping away at the uniqueness 
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of your product or service advantage. Thus, maintaining security means 
guarding against rivals stealing your competitive advantage and turning 
it around to their benefit and against you.

Therefore, where individuals driven by assorted motivations embezzle 
secrets, it is appropriate to discuss the people part of intelligence gathering. 
In turn, that leads to the use of specific types of people who, consciously or 
not, act as agents to acquire and disseminate information.

Engaging in such stealth activities is usually contrary to the type of prac-
tices most leaders care to undertake. Yet, within ethical and legal bounds 
and in a highly competitive world, clever deceptions and distractions are 
legitimate weapons. And individuals are essential components of the busi-
ness intelligence process.

These individuals serve a highly credible role in interpreting industry 
events, organizing stray pieces of competitive information into coherent 
intelligence, and flushing out information about a competitor’s plans. They 
also contribute to disseminating deceptive information so that the com-
petitor sees only what they want seen, which could encourage perceptions 
of strengths as weaknesses and weaknesses as strengths. Consequently, 
it is to your best interest to use the following guidelines when employing 
such individuals as agents.

THE PEOPLE PART OF INTELLIGENCE

Notwithstanding all the sophisticated software to extract intelligence 
from big data, there is still the effect of “boots on the ground” to gather 
firsthand intelligence at conferences, trade shows, and even at your 
competitor’s locations. Most often, again thinking of them as agents, 
they go beyond the analytics, charts, surveys, benchmarking, and other 
intelligence- gathering techniques. In other situations, such observations 
can verify and support the digital findings.

They explore the human side of competitor intelligence by reporting 
on the behaviors and personalities of key individuals. Their primary 
tool is personal interaction and observation. They screen and interpret 
events and news and validate or dismiss information gathered by other 
means.

Before moving forward and employing such agents, however, observe 
a few general cautions: First and foremost, make certain that you are not 
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violating ethical and legal guidelines, as cited in the above examples. 
Check, too, that your use of agents agrees with your company’s policies.

Second, assess prospective agents’ motivations, personality traits, and 
talents. Then, you can determine in what capacity to employ them. For 
instance, some individuals’ primary pursuit is money, with minor interest 
in obtaining accurate information about the competitor. In such cases, 
question their integrity and use great care in employing them.

Third, develop a clear idea about the information you seek. Then make 
certain these agents understand what you want.

The following categories represent the people part of intelligence, along 
with suggestions on how to use them.

Unintentional Agents

These individuals are not solicited as agents. They are people with whom 
you would normally interact during professional gatherings. They tend 
to volunteer their company’s information freely to satisfy their personal 
interests, make new contacts, and advance their careers. Often, they are 
somewhat uncaring about their respective company’s security. Or they 
were not cautioned about the dangers of revealing company secrets.

You will find them in a variety of places. Trade shows serve as fertile 
venues for gathering intelligence from those individuals. This is also a 
place where they reveal extensive information about their products, usu-
ally through elaborate demonstrations. Then, they freely distribute litera-
ture overflowing with facts about pricing, backup services, logistics, and 
product specifications.

In addition, if some are key executives, they often present papers at open 
meetings that detail sensitive information about upcoming products, ser-
vices, and even market entry plans. Then there is the question-and-answer 
period where they try to further impress an audience by impulsively and 
unwittingly pouring out classified information.

Another prime area for intelligence gathering is the familiar hospitality 
suite at trade shows and professional meetings where alcohol and talk flow 
freely. It is a site where security is often lax and everyone’s guard is down.

College classrooms represent another source of information, particu-
larly where part-time instructors are also executives and use their respec-
tive companies as case examples. In addition, at management seminars, 
participants often reveal data about their companies through formal pre-
sentations or after-hours casual conversations.
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Competitors’ Agents

These individuals work for competitors or are former employees. In many 
cases, they may have been bypassed for promotion. They may feel under-
paid and underappreciated, relegated to an insignificant job, and gener-
ally pushed aside in a variety of power struggles within the organization. 
They feel abused and see their careers languishing unless they make some 
bold move. They may also find themselves surrendering to financial pres-
sures to keep family and self whole. And their attitude may be “now or 
never.”

You need to assess such individuals carefully for their stability and 
determine how to use them judiciously. Obviously, you want their infor-
mation, but only within the bounds of ethical and legal guidelines.

Beyond personal observations, you would employ those agents for 
their expertise to sort out meaningful information from scientific and 
professional journals, industry studies, or innovative projects described 
in articles and professional papers written by the competitors’ employ-
ees. Product literature and product specification sheets, readily available 
at trade shows and meetings, are packed with tremendous detail. Your 
agents should be able to interpret the data for meaningful intelligence.

In-house company newsletters and news releases contain a fountain of 
information about individuals who left a competitor’s employment and 
may have moved to the consulting circuit. If approached, these former 
employees may be willing to reveal information—unless specific contrac-
tual restrictions apply.

Press releases may include new employee announcements, along with 
job descriptions, contracts and awards received, training programs avail-
able, and office or factory openings or closures. You may also find specific 
news items that reveal competitors’ current plans.

Here, again, such agents could handily provide useful analyses. Beyond 
the above listing, there is the continuing flow of rumors from customers 
and suppliers that these individuals can sort out and verify. Additionally, 
there are local sources worth tapping, such as banks, local trucking com-
panies, and real estate offices.

Double Agents

These agents, in turn, may try to extract intelligence about your company. 
Stay alert to their intentions. Once identified, you could attempt to turn 
them around and get them working on your behalf.
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If successful, they could serve your purposes. In this situation, assume 
double agents may show personality traits and motivations similar to 
those of competitors’ agents. However, it is in your best interest to exer-
cise caution. That is, determine the sincerity of these individuals, consider 
the reliability of their information, and estimate how long you can expect 
them to remain loyal to your cause. Once again, make certain you are not 
violating ethical, legal, or policy guidelines.

Broadcasting Agents

This type of agent has a special purpose: deliberately disseminate wrong 
information to distract competitors into making wrong decisions. Such 
contrived leaks take many forms, for example, broadcasting fabricated 
information about new product features through sales reps that come in 
contact with competitors’ reps. Or it could be a product manager reveal-
ing false dates about a product launch that would disrupt a competitor’s 
plans.

In spite of your possible discomfort when undertaking such activities, 
look at the situation from strictly a strategist’s viewpoint. Disinformation 
for the purpose of deception needs distribution to divert competitors from 
directly opposing your moves and consuming resources that you cannot 
replace. You thereby preserve your company’s hard-won market position, 
control needless expenditures of financial and human resources fighting 
unnecessary market battles, and avoid upending your strategies.

Credible Agents

These individuals usually provide the most credible information. They are 
generally experienced and talented individuals who can gain access to, 
and become intimate with, individuals in key positions. They are in a posi-
tion to learn their plans and observe movements. These individuals are 
your eyes and ears, as they often enjoy the closest and most confidential 
relationships.

Perhaps the one unsettling issue to cope with is the notion that one of 
your employees, knowingly or inadvertently, passes your company’s sensi-
tive information to competitors. Where possible, make every effort to find 
out the perpetrators and obtain clues about what motivated their behavior. 
It may be comforting to know that many of those individuals are often 
exposed—ideally, before too much damage has been done.
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The list below provides general questions for guiding you to use the 
most intelligent people as agents. You may wish to add your own specific 
questions as they relate to your business and industry.

Employing Agents for Business Intelligence.
Questions you should ask agents include the following:

• What are the competitor’s overall business strategies, particularly 
ones that would impact your business?

• What is the competitor’s financial picture, including breakdowns of 
costs and sales by product lines?

• What new products or services are under development?
• What markets could be targeted for expansion?
• How are the competitor’s business units staffed and organized, espe-

cially in marketing and product development?
• What is the caliber of the competitor’s leadership?
• What market positions or market shares do key competitors hold 

within each product segment? Are there plans to increase, maintain, 
or reduce their respective positions?

• Where are the competitor’s vulnerabilities, which could represent a 
decisive point for a concentrated effort, e.g., product depth, product 
quality, customer service, price, distribution, marketing, or reputation?

• How advanced are the competitor’s capabilities in the use of big data, 
algorithms, and analytics?

WHERE YOUR DATA RESIDES

Intelligence gathering begins by completely grasping what Nadella terms 
“where your data resides.” The following five primary categories provide 
a systematic approach for you to see all sides of your internal and exter-
nal operating arena: customers, intermediaries, competitors, governmental/
environmental, and internal sources.

It is unlikely that you can develop expertise in all categories and the 
numerous subcategories that comprise business intelligence. However, 
they do provide you with a tableau of inquiry in which all types of valu-
able data reside. With this macro look at your market, you can challenge 
your subordinates to immerse themselves in gathering, interpreting, and 
utilizing intelligence.
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Thus, the following review will enhance their understanding of the pos-
sibilities, probabilities, and subtle nuances that make up the marketplace. 
Internalizing data in this way adds an additional layer of knowledge to 
their conscious thinking, as it nourishes their intuition when viewing the 
reports generated by the digital systems.

Customers

For your company, as well as for Nadella’s organization, as much knowl-
edge as possible is required to understand who are your ultimate users. 
That means knowing about the primary physical and psychological influ-
ences that guide their buying decisions. That is where analytics can help 
profile buyers by behavioral factors. It is all part of understanding their 
attitudes, values, and habits.

For instance, you can determine when they shop, where they consume 
your product, and with what frequency they purchase. As important, you 
want the system to feed data on what needs your products or services sat-
isfy. That is all part of knowing how your buyers perceive your product or 
service in their minds. In turn, that feedback would give you clues about 
the direction of your branding and marketing campaigns.

As an example of behavioral factors, one start-up, Kreditech, has 
carved out a segment that targets individuals who do not have bank 
accounts, a credit score, or a financial identity, which means no abil-
ity to borrow money. That emerging market comprises 2 billion people 
internationally who fit such a profile and are potential customers for 
borrowing money. That is the market where Kreditech aims to become 
a market leader.

The German company’s algorithms generate as many as 20,000 data 
points from online shopping histories, geolocation data from mobile 
phone calls, and similar information by which they qualify an individual 
for a loan. As of 2015, Kreditech had evaluated more than 2 million appli-
cants, had approved 15% of them, and has an acceptable loan loss rate of 
15%.

In other approaches, data benchmarks how well a company’s offerings 
satisfy compared with similar ones offered by competitors. Applied on 
a segment-by-segment approach, the information yields how to allocate 
resources effectively for better targeting based on the economic outlook 
over the near and far term. (See advanced segmentation techniques in 
Chapter 12.)
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Intermediaries

In this category, the central idea is knowing if you should continue with 
intermediaries, such as distributors or retailers. If so, you want to know 
how influential they are in selling and servicing the end-use customer. 
Also within that framework, you want to know how you can support their 
needs, and what special areas would help solidify relationships. These areas 
could include financial assistance, improved training, sharing of market 
data, improved product information, or specialized technical assistance to 
close a sale.

Here, too, you want to know how much data about end-use customers 
resides exclusively with them, which ideally includes answers to questions 
about what motivations drive the end-use customers’ buying decisions. 
That includes knowing what significant changes have influenced sales over 
the past 12 months, such as the impact of social media on overall sales. 
Likewise, you want data analytics about possible changes over the next 
12 months.

Then, there is information about such areas as significant movement in 
the intermediaries’ locations relative to the end users, types of noncom-
peting products they carry, what competing product lines they handle, 
and what percentage of total revenue does each competing product line 
represent compared with yours. What follows are details about how much 
support they give your product. That all leads to how you can motivate 
them to work harder for you—beyond the typical response of wanting 
more money.

What follows, then, are major strategic questions, such as, Do you need 
intermediaries in light of advances in digital technologies? Do they need 
you? That is all part of your discussion on the use of multiple channels, 
including e-commerce. And would you be better off setting up your own 
distribution system? Alternatively, should you go directly to the end-use 
customer?

Competitors

The above two categories concern your customers. This part deals with 
competitors. Exactly who are your competitors and what is the extent 
of their influence? Wells Fargo CEO John Stumpf says, “The people who 
influence us the most are outsider industries—the IBMs, the Apples, the 
Amazons.”
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In all probability, you have a good deal of intelligence about your tra-
ditional rivals. Nevertheless, in the context of Stumpf’s comment, this 
digital world spawns companies from outside your industry, as well as 
the fresh-on-the-scene start-ups that suddenly appear and turn out to be 
more adept than your organization at utilizing big data, algorithms, and 
analytics.

In addition, they even use the technology with greater skill and innova-
tive agility. In effect, they open you to a completely new path of inquiries 
about where data resides. Can you afford to disregard how they enter, what 
market niches they fill, and what competitive advantages they use in their 
strategies?

Along with the above information, you will need data to understand if 
their participation in the market is growing or declining, why your tradi-
tional customers are leaving you, and to whom they are attracted. If pos-
sible, you want clues about what new directions, if any, they are pursuing.

For both established and new rivals, such data provides you with valu-
able insights about their strengths and weaknesses, overall size, and where 
they are located relative to your key customers. As for specifics about 
products and service offerings, data should reveal information about their 
product mix and any gaps in their mix that would create an opportunity 
for you.

If fortunate, you can gain details of the competitors’ strategies as they 
relate to markets, products, pricing, marketing, supply chain, technologies, 
and leadership. Such data will also give you a handle on how threatening 
they are, and which competitive strategies and tactics appear particularly 
successful or unsuccessful.

If successful, you will also gain a keen awareness about the types of 
competitors you will have to confront and what strategies you will have to 
use, if you want to maintain a viable market position.

Government/Environment

Here, your interest should be in assembling data about the legal and envi-
ronmental constraints affecting your marketing efforts over the immedi-
ate and long term. That means knowing the extent to which government 
regulations could restrict your flexibility at various levels of business activ-
ity. The most visible example is Uber’s travails in both domestic and for-
eign markets as it navigates through extensive interactions with national 
and municipal governments.
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In China, for instance, local governments periodically summon Uber 
and its competitors to “rectify certain problems.” Uber claims that it is in 
close communication with local officials and is “on par with other Chinese 
companies in the industry, meeting all potential required qualifications.”

Within that monitored environment, there are further issues that go 
deep into Uber’s everyday operations, such as its use of data analytics to 
figure out where next to send drivers. In still another instance, Airbnb and 
others in the short-term rental business are obligated to cooperate with 
city governments challenging them over zoning and tax issues.

Thus, data resides in those segments of your market that feel the pres-
ence of governmental and environmental regulations and scrutiny. As 
such, you have to determine how to maneuver as ongoing flows of data 
reveal demographic and geographic shifts and buying behavior swings. 
Then, there are the social and “green” issues that can further influence 
your business.

Therefore, what data do you need to comply with regulations? What 
political or legal developments are looming that will improve or worsen 
your situation?

Internal Sources

In this category, data resides in your internal market research function, 
through outside resources, and with the data supplied by the agents referred 
to earlier. Data also exists in the minds of your people—the human and 
intellectual capital of the organization—and in the vast written and oral 
histories that are core to the organization’s culture.* Their value depends 
on the efficacy of those sources, the expertise of the people operating the 
system, and the sophistication of the software utilized.

WHERE YOUR DATA APPLIES

Beyond where data resides, Nadella then talks about “where your most 
critical applications usage is.” One essential application is how data affects 
the development of your business plans and strategies. For instance, accu-
rate data applies to assessing competitors’ strengths and weaknesses, 

* See discussion on explicit knowledge and tacit knowledge in the introduction.
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pinpointing a decisive point through which to enter a market, and deter-
mining how to budget resources. It also provides some degree of accuracy 
about which strategies are likely to succeed and then rejects those with 
minimal chances of success.

In a parallel move, precise data applies to preserving your market posi-
tion against rivals that are looking to aggressively attack your customer 
base. You are then in a better position to concentrate your efforts and 
thereby improve your chances of establishing a formidable defense in the 
segments that represent your core business.

The primary areas where data applies include

• Internal planning
• Organizational procedures and processes
• Competitive strategy
• Competitor’s performance
• Your company’s performance

The commentary that follows illustrates the pervasiveness of each 
of these areas to business intelligence and its effect on overall business 
performance.

Internal Planning

Where a formalized planning procedure exists to provide direction and 
purpose to your organization, it also functions as a repository for assem-
bling, digesting, and applying data for particular applications. That 
includes acting as a collaborative force for harnessing the diverse and 
creative energies of dispersed groups in the organization. In addition to 
gaining the input of various points of view, it often leads to higher levels of 
morale and results in greater buy-in to implement the plan.

Specifically, by reviewing the plan’s strategic direction and long- and 
short-term objectives, there is an opportunity to determine to what extent 
the data applies to those areas of the plan. Should there be little or no 
alignment, then those responsible for developing data retrieval specifica-
tions would make the appropriate adjustments.

Doing so adds precision to the plan and helps prioritize objectives to avoid 
internal conflicts among other business units. Adding credibility to the use-
fulness of data reaffirms that the objectives are realistic, achievable, and mea-
surable. In turn, they assist in setting up key performance indicators (KPIs.)
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Thus, applying data analytics into the planning process provides a more 
accurate way to

• Integrate what-if scenarios to the process by highlighting known and 
unknown competitive challenges and threats to your business

• Examine diversification or joint venture possibilities and relate them 
to such areas as determining decisive points through which to enter 
a new market segment

• Improve budgeting by determining if resources are optimally allo-
cated to the major elements of your market mix

• Estimate the amount of available resources remaining in reserve and 
under what conditions they would be released

Organizational Procedures and Processes

The essential idea is to organize the intelligence function into efficient 
procedures and processes so that disseminating market and competitor 
intelligence reaches all appropriate units of the organization. The overall 
expectation is that analytics activities have a positive impact on company 
revenues, margins, and organizational efficiency in future years.

Where there is an immediate need to set up procedures and processes, 
it requires the active support of company leadership. Leadership includes 
such titles as CEO, chief information officer, chief marketing officer, and 
business unit heads. Involvement would ensure senior management’s par-
ticipation in such data and analytics activities as

• Devising an appropriate organizational structure to support analyt-
ics activities

• Providing business groups with access to support for both data and 
analytics

• Designing effective data architecture and technology infrastructure 
to support analytics activities

• Securing internal leadership for analytics projects
• Tracking business impact of analytics activities
• Creating flexibility in existing processes to take advantage of new 

analytics insights
• Attracting or retraining appropriate talent, both functional and 

technical
• Developing a strategy to prioritize long-term investment in analytics
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Competitive Strategy

One of the important applications of data is to shape fresh strategies and 
tactics so that they are not worn-out repeats of yesterday’s actions. As 
indicated earlier, your strategies should achieve the dual purposes of first, 
securing a defensible market position against aggressive competitors, and 
second, shifting to offensive strategies to achieve the growth objectives of 
the strategic business plan.

Feeding off the results of past market campaigns and introducing pre-
dictive data analytics can help you assess which strategies are likely to 
work and reject those with little chance of success. For instance, you will 
want to be informed about the following:

• Changes in the character of your markets according to demographic 
and behavioral characteristics.

• Unmet customer needs that would enable you to respond rapidly in 
the form of products, services, methods of delivery, credit terms, or 
technical assistance.

• Competitors’ products that are likely to be perceived by customers 
as substitutes for yours. Included here are usage patterns and any 
deviations in regional and seasonal buying procedures.

• Innovations in marketing, especially in the use of the Internet. 
Included are data related to promotional allowances, selling tactics, 
trade discounts, rebates, and point-of-purchase opportunities.

• Advances in the supply chain, as they relate to electronic ordering, 
computerized inventory control systems, and use of mobile devices.

• New technologies that would disrupt standard industry practices 
and thereby create both opportunities and threats.

Competitive Problems

The major issue here is of company leadership remaining unaware of 
potential dangers, or there is awareness, but leaders rationalize the situa-
tion and do little or nothing to respond. The reasonable conclusion is that 
a slow-to-react, passive corporate culture is in place; leadership is misin-
formed, lacks judgment, or is fearful about reacting to industry changes, 
customer behavior, and competitors’ actions; and the organization suffers 
from a cumbersome structural design.

Thus, from an intelligence viewpoint, when and how did the leaders 
receive the first indication about a competitor’s aggressive moves? At what 
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point did they fully grasp the seriousness of what the competitor could 
possibly do to the company’s market position? Who noticed the first signs 
of a problem: an executive, a junior manager, or a sales rep?

Moreover, if a digital capability was in place, did any signals come from 
that source? How accurate was the assessment? And how confident were 
leaders in its reliability? These questions are meant to alert you to where 
data applies to competitive problems and the need to get other managers 
on board to internalize the ramifications and pervasiveness of big data in 
helping respond to threatening situations.

Competitor’s Performance

In the event your competitor’s strategy failed, it is useful to know at what 
point in the unfolding campaign that the rival’s efforts began falling 
apart. If you employed data analytics, you should be able to glean mean-
ingful information that could reveal patterns useful to strategizing future 
campaigns.

For instance, you want to know when the competitor prematurely 
stopped resisting your efforts. Did the rival simply relinquish a segment of 
the market to you? Alternatively, did the competing manager back off only 
for a brief period before mounting an all-new effort?

In addition, you want details about when and in what form the first tell-
tale signs of weakness showed. There can be many reasons for a failed 
strategy, such as insufficient financial or physical resources, lack of trained 
and experienced personnel, weak leadership, or faulty implementation. 
Conversely, if the competitor’s campaign was successful, you want the 
same data about how your strategy failed.

Your Company’s Performance

In the event the competitor was successful against you, and to learn from 
the experience, you want to know at what point your campaign began to 
unravel. Was it a matter of inadequate data, did the competitor catch you 
by surprise, or were some managers not paying attention to the clues that 
began appearing.

Then, there are the specific details about the nature of the competitor’s 
strategy that caused your failed performance. Was it a case of insufficient 
reserves, unskilled and inadequately trained personnel, a depleted budget, 
or a scarcity of backup support?



Integrating Business Intelligence and Security • 41

In any event, to augment the data analytics, it is useful to do an after-
action report to determine how the campaign failed, in what time frame, 
and under what conditions. When exactly was the turning point that 
ensured the rival’s success? Was there an instant where events could have 
changed if you had more precise data?

As important, and where possible, you want information about how 
your personnel held up during the successive phases of the campaign. 
What lessons did you learn about your staff, your strategies, and the reli-
ability of your business intelligence system from the unfolding events?

From a leader’s point of view, there is another dimension to the above 
guidelines. It is the magnitude of the total situation and the numerous 
variables of a volatile marketplace that have a huge impact on you person-
ally. Gnawing misgivings creep into your mind about being seriously mis-
taken in your analysis. These feelings of uneasiness often take hold, and 
from uneasiness to indecision are small, scarcely discernible steps.

What are the underlying issues that trigger such negative thinking and 
subconscious feelings? Are there doubts about the competitor’s strength, 
exaggerated estimates of the rival’s size, or concerns about the accuracy of 
the data? Specifically, what about the people gathering and reporting the 
intelligence? Individuals by nature are inclined to be timid and tend to 
overstate danger. Or, as likely, they steer toward self-interests, which can 
cause inaccurate interpretations of data.

Then, should you be personally involved in a tough competitive encoun-
ter, it is altogether possible that you are not fully and honestly informed 
about the overall strategies and short-term actions of your competitor. On 
the other hand, you may not be clear about your own strengths and vul-
nerabilities. Such doubts could include not knowing about the capabilities 
of your personnel to perform under adverse conditions.

The above scenario is not surprising. Individuals torn with fear and 
apprehension hinder calm and factual assessments, which often fill reports 
with miscalculations. In addition, people tend to believe evil rather than 
good. Consequently, what you get is feedback tainted with bad news and 
false dangers. Thus, trying to predict the performance of individuals at a 
particular time and during a tense experience is fraught with uncertainties.

All those issues can weigh heavily on your mind and leave a mislead-
ing impression of your rival’s intentions and capabilities. And from that 
mindset arises a new source of indecision.

In spite of those people-related complexities, you cannot take uncer-
tainty as a reason for indecision, nor can you use it as a rationale to forego 
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action. Your best option is to prepare as best you can by elevating digi-
tal intelligence and security to the highest level in your firm or business 
group. As already stated throughout this chapter, make data analytics an 
embedded part of the strategy development and implementation process.

In all, utilizing your judgment, experience, training, and intuition, 
along with business intelligence, will help you outthink, outmaneuver, 
and outperform your competitors, as well as provide you with a pathway 
to growth.
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3
Neutralizing a Competitor and 
Creating a Competitive Advantage

We don’t want to be competing on the basis of price and wages. We want to 
be competing on the basis of generating new products and services that the 
rest of the world can’t make yet.

Tom Kalil
Deputy director, Office of Science and Technology

As an extension of Chapter 2 on how business intelligence and security 
integrate with competitive strategy, one particular application that is 
often sidetracked and which deserves an in-depth discussion is the issue 
associated with neutralizing a competitor. That issue should raise strong 
concerns among managers if they fully internalize the potential dangers 
from ongoing encounters with determined competitors. These rivals aim 
to compete for an advantageous position as they look to outperform each 
other and gain growth in market share, sales, and profits.

If you take a macro look at the marketplace, competitive campaigns 
consist of actions within two zones of activity: first and foremost, creating 
and retaining customers by providing a series of physical and psychologi-
cal satisfactions, and second and essential, preventing competitors from 
interfering with actions in the first zone of activity by means of maneu-
vers, strategies, and tactics. From that viewpoint, the primary objective of 
zone 2 is to neutralize the competitor from effectively activating its own 
two zones of activity.

In whatever form these campaigns are conducted, they are costly, 
time-consuming, and potentially risky. They involve committing people, 
money, and resources to maintain a competitive lead, while at the same 
time diverting resources from longer-term goals.
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And it becomes even costlier as the tools needed to achieve an edge 
increasingly require sophisticated software, systems, and skilled people to 
plan the maneuvers. Therefore, if you want to maintain a viable competi-
tive position, a major part of that effort revolves around doing whatever is 
necessary to neutralize your competitor, who is trying to do the same to 
you through countercampaigns.

Unfortunately, some managers naively take a somewhat casual approach 
about neutralizing. This is evidenced by the lack of serious writings on the 
topic when compared with the amount of space devoted to a single line of 
inquiry where customers are the only force that requires maximum atten-
tion, that is, the first zone of activity.

This complacency is reinforced by some executives thinking they are 
protected by a distinguished market history and a strong public image. 
As a result, many once-proud enterprises ended up in shambles against 
a competitive onslaught. Or they are forced to exit their primary markets 
through bankruptcy and move in entirely new directions, as in the case 
of the Eastman Kodak Co., which entered bankruptcy. It has since been 
reorganized, downsized, and redirected.

Kodak saw the digital photography market coming. The company is even 
credited with inventing the digital camera in 1975. In the end, however, 
Kodak management remained focused on protecting its old technology 
and stoically watched its market presence decline. The result: An industry 
that is identified with Kodak was relinquished to aggressive and forward-
looking rivals, such as FujiFilm, that picked up on digital photography 
and moved ahead at turbo speed.

Other organizations sought government intervention through tax relief. 
Or they attempted to win through rulings in trade disputes, as in the case 
of Whirlpool’s bottom-mount refrigerators against those made in South 
Korea and Mexico.* Still others, through neglect or self-assured attitudes, 
fell too far behind in technology, marketing, manufacturing, or supply 
chain logistics and disappeared from the market altogether. It is such a 
careless approach to the potential damage of competitive conflicts that 
can shatter an organization.

What, then, are the key concepts behind neutralizing a competitor? First, 
it means reducing, eliminating, or voiding the competitor’s capabilities that 
cause threats. In its extreme, it could lead to tying up scarce materials used 
by the rival in the production of its products. China’s aggressive investments 

* Whirlpool lost the case at the U.S. International Trade Commission.
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in such areas as Africa and Latin America aim to secure the supply of pre-
cious metals and other natural resources, thereby denying them to competi-
tors and effectively neutralizing their capabilities over the long term.

Second, neutralizing can take a course that is less extreme by diminish-
ing a rival’s strength relative to your own. For instance, it could result in 
advancing the timing of a product introduction, offering above-average 
incentives to intermediaries in the supply chain, or launching advanced 
technology applications. Each move conceivably places the rival at a dis-
tinct disadvantage and achieves a neutralizing effect. Then, there is the use 
of speed to maintain a digital advantage by using data analytics to con-
centrate on a market’s decisive points, maneuver to create surprise, and 
boldness to engage a larger competitor. These approaches are discussed in 
depth in the following chapters.

Third, a singularly dominant approach to neutralizing a competitor is 
implicit in the opening quote: “We want to be competing on the basis of 
generating new products and services that the rest of the world can’t make 
yet.” That statement clearly infers innovation, inventiveness, and creativity.

Innovation runs the gamut of new-to-the-world breakthroughs, which 
are well beyond the capabilities of most organizations, although they are 
embedded in the souls of such organizations as General Electric, IBM, 
Google, Apple, Tesla, Uber, and Amazon. They recognize creativity and 
invention as the leader’s central job of leading in the digital age.

Yet for the majority of organizations that do not have the time and 
resources to make giant leaps in innovations that carry the mantra of dis-
ruptors, modified forms of innovations can still fulfill the job of neutral-
izing a competitor. However, the downside is that they could suffer the 
problem of their modest innovation having a shorter life span before it is 
quickly duplicated by savvy rivals. The issue, then, is how damaging is the 
neutralizing action you take and how long will it take for the competitor 
to revive and confront you with an entirely new strategy?

As an example, consider the following approaches to product innova-
tion that may not include disruptive breakthroughs, yet they can cause 
some level of neutralization.

• Modify a product by altering its features or adding new applications. 
Yet the product line consists of the same number of products. It 
works as a way to combine the new with the familiar.

• Use line extensions by adding more variety to the product line. It 
consists of the same number of product lines, but a higher number 
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of products. The result is to segment the market by offering more 
choices for the customer.

• Diversify by entering new businesses with the product line—or its 
technology. It creates a new product line with a higher number of 
products, thereby spreading risk and capitalizing on opportunities.

• Remerchandise to market change and create a new market impres-
sion. Doing so maintains the same products in the same markets 
with the aim of generating excitement and stimulating sales.

• Use market extensions to enter a new market with the same prod-
ucts, which broadens the product’s base.

Innovation takes various forms, as shown by Cognizant, an information 
technology (IT) services company that outmaneuvered its competitors. 
Known originally as an outsource company that inexpensively handled 
ordinary data processing jobs for its customers, the company had to 
change due to many of its clients shifting their work to cloud services that 
require less hands-on management. “Traditional outsourcing has ground 
to a halt,” according to one industry analyst.

Cognizant’s maneuvering to remake itself focused on adding high-level 
consultants to its staff. The strategy aimed to provide customers with stra-
tegic advice on IT and mergers, as well as with help to generate ideas to 
improve their processes. With that move, Cognizant took on a whole new 
set of competitors, such as the likes of Accenture, Deloitte, and IBM’s ser-
vices division.

Although the strategy has not neutralized those industry giants accord-
ing to the above definition, the meaning can be legitimately stretched to 
include Cognizant’s success in achieving a spot as one of the top five global 
consulting firms in that industry. And according to a recognized research 
organization, the company is “gaining traction as an increasingly strong 
technology-based transformation power.”

Thus, there are numerous major and minor approaches you can employ 
to devise innovative strategies and tactics along every dimension of the 
business. Again, the intent is to place the competitor at such a disadvan-
tage that it cannot continue the campaign without excessive risk, and 
under extreme instances retreat from the market altogether.

As stated earlier, the neutralizing process means committing people, 
money, and other resources. Thus, should you lose resources in the com-
petitive campaign equal to those of the rival, then the so-called victory 
has to be viewed from a variety of perspectives. For instance, what effect 
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did the action have on the morale of your own staff? How many resources 
were diverted from the longer-term strategic objectives? How many key 
members of your staff were redirected to support the effort? How many 
key customers were lost to mainline competitors and new entrants?

Then, there is the issue of which side has the wherewithal to continue a 
costly campaign. In effect, the draining of resources can be a determinant 
in whether a company will continue to fight a contentious campaign or 
use its remaining resources in a more resourceful manner.

In all, when considering physical versus morale losses, it is the lat-
ter, or psychological loss, that is the dominant factor in all cases. Put 
together, there are three elements that make up success in neutralizing the 
competitor:

 1. Loss of physical resources. This is where data can be of invaluable 
assistance. It indicates, for instance, how far you should apply the 
neutralizing strategy. With the assistance of algorithms, a fairly 
accurate assessment can be made about how much the rival can 
afford to lose. You will then be in a better position to know when 
to cut off your neutralizing strategy. And should you decide to con-
tinue with the strategy, it helps in determining the level of effort you 
should provide and the expenditures to be budgeted.

  There are still other situations that define neutralizing where 
your sheer presence in a segment could be enough of an intimidat-
ing force to accomplish its purpose. Again, one key measure of suc-
cess is whether the competitor will regain its strength and make a 
comeback.

 2. Loss of morale. Throughout this book, much is said about morale as 
the pivotal point in the outcome of a campaign. The essential points 
as they relate to leading in the digital age and specifically to neutral-
izing a rival are these: Morale creates cohesion or a feeling of being 
united in purpose. Cohesion allows you to tap more readily into the 
inner strengths of individuals, thus eliciting the resolve and deter-
mination to act decisively under competitive pressures.

  As important, it prevents them from faltering when stress increases 
due to a difficult market situation. Where this powerful force is miss-
ing, a competitor can feel the neutralizing effect.

  There is another reality about morale: some managers do not seem 
to worry too much about morale, or they give it only passing interest. 
No obstacles seem to bother them. “Here’s what I want you to do; 
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now do it” is a familiar command. Underlying this rather cavalier 
attitude are signs of disorder in their follow-on moves, which could 
cause a hobbling effect. They are the great leaders for a day, until the 
moment that some market reversals overwhelm them—and they are 
neutralized.

  The greater and more reliable reality is that marketplace conflicts 
rely on positive outcomes through individual fortitude, triggered by 
the potent force of morale. And that takes ongoing training, excel-
lent leadership, and intimate concern for employees’ well-being. To 
understand morale as a factor that adds vitality to any organization, 
consider the universality of the issue as expressed by a leader from 
another time and a different field of endeavor:

Loss of morale … must not be underestimated merely because it has no 
absolute value and does not always show up in the final balance. It can 
attain such massive proportions that it overpowers everything by its irre-
sistible force. For this reason, it may in itself become a main objective of 
the action.

Carl von Clausewitz*

  Thus, where you can determine the rival’s levels of morale, through 
formal research or informal observation, the better your chances of 
tipping a campaign in your favor.

 3. Loss of interest. The issue here is the likelihood of the neutralizing 
effect being permanent or temporary. If your rival has just settled 
into a market niche and from all outward appearances wants to 
make it a permanent strategy with no visible interest in expanding, 
then a live-and-let-live policy may be the prudent path for you.

  You can then resume your own expansion plans without concern 
about diverting additional resources to continue a neutralizing strat-
egy. However, if in your judgment the competitor’s strategy is tem-
porary, then you have to move forward while the competitor is in a 
weakened condition and cannot put up too much resistance against 
you.

* Carl von Clausewitz (1780–1831), a Prussian general and military theorist, stressed the moral, 
psychological, and political aspects of conflict. He is famous as a military thinker and the 
author of the widely acclaimed book On War. Known for his maxims, his most famous is “War 
is the continuation of politics by other means.” (For further reference, see Norton Paley’s book 
Clausewitz Talks Business, Taylor & Francis, Boca Raton, FL, 2015.)
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NEUTRALIZING A COMPETITOR

There are five ways to neutralize a competitor: weaken the rival, prepare 
successive campaigns, reduce the competitor’s effectiveness, make the con-
flict costlier for the rival, and wear down the competitor.

Weaken the Rival

Weakening a competitor means creating situations that place excessive 
strain on the rival. If possible, the impact should not be temporary, or 
the rival would simply make adjustments or wait for events to change. In 
Cognizant’s situation, should the industry leaders wish to derail the com-
pany, they could certainly field an army of consultants and overwhelm 
Cognizant. That move in itself would not necessarily alter the situation, 
as numbers of individuals can in themselves be neutralized by means of 
innovative strategies.

Where strategy does play a significant role is in such areas as introducing 
proprietary technologies, tying up customers into long-term contracts, or 
placing individuals at the customers’ locations to aid in handling logistical 
problems.

The worst of all conditions in which a competing manager can find him-
self is in a state of utter defenselessness, where the feeling is that options 
have run out. These feelings can be real or perceived. Consequently, if you 
are to force the rival manager to back off by deliberately creating confron-
tations, you must either make him literally defenseless or at least put him 
in a position that makes this danger probable.

So long as your rival is a threat, you are not in control. As a consequence, 
the competitor can dictate to you as much as you can dictate to him. It fol-
lows, then, that to overcome the rival, or neutralize him, must always be a 
fundamental aim of a competitive campaign.

Consequently, you must match your effort against his power of resis-
tance, which can be expressed as the product of two inseparable factors: 
first, the total means at his disposal, and second, the strength of his will. 
The total means at his disposal is a matter of the level of data you acquired 
about his physical resources.

But the strength of the competitor’s will is much more difficult to deter-
mine and can only be gauged approximately by tracking the patterns 
of behavior from past campaigns. Assuming you arrive at a reasonably 
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accurate estimate of the rival’s power of resistance, you can adjust your 
own efforts accordingly. You can either increase them until they surpass 
the rival’s, or if this is beyond your means, you can make your efforts as 
great as possible. But expect the rival will do the same. Thus, confronta-
tion will again result in another round of campaigns.

In practical terms, the strength of the rival’s will is an issue with two 
faces: the will of your own people, which is matched against the strength 
of will of your competitor. From a leader’s viewpoint, that issue refers to 
the morale of personnel who are directly involved in the conflict.

Returning again to the importance of morale, it is the dominant issue 
that affects day-to-day employee performance and contributes ultimately 
to how well a business plan is implemented. More precisely, in the context 
of neutralizing a competitor, morale is also a prime factor in weakening 
the rival’s resolve and power of resistance.

Morale, then, is shaped by common values, such as loyalty to fellow 
workers and a belief that the organization will care for them. Where 
morale is at a high level, it results in a team’s absolute determination to 
win in a competitive confrontation. Successful leaders also know that 
when the inevitable problems and reversals occur, morale holds a group 
together and keeps it going in the face of adversity.

Weakening the rival, as a neutralizing strategy, is illustrated in the fol-
lowing case example.

The executives at Mattel Inc. felt quite satisfied with its longtime asso-
ciation working with Disney. They began their relationship in 1955 as the 
first sponsor of the Mickey Mouse Club. And since 1996, Mattel has been 
working with Disney as the maker of its famous princess dolls.

That seemingly happy relationship, however, ended in 2016 when Disney 
awarded Hasbro, Mattel’s rival, the license to make its numerous princess 
dolls. “Disney Princess was probably the biggest coup that Hasbro has had 
in the last three decades,” said an industry executive. Hasbro had not had 
a hit since the 1980s, when it came up with Transformers and My Little 
Pony. “We let our brands lie fallow, and were losing lots of money,” accord-
ing to CEO Brian Goldner.

Where does weakening the rival as a neutralizing strategy apply to this 
case? Around 2013, Hasbro saw an opportunity when it observed that 
Mattel was spending a great deal of creative time and effort on its own line 
of princess-themed Barbie dolls. In effect, the shift in attention was at the 
expense of Disney’s princesses. And Disney apparently did not like the 
direct competition.
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Noticing that Mattel’s interest was waning, Disney executives set up a 
meeting with Hasbro. The meeting proved fruitful as Hasbro executives 
described its FunLab, referring to the room where research teams watch 
children play with toys through a two-way mirror. Then, in further dia-
logue, Hasbro touted its ongoing research initiatives of sending teams to 
travel the country, talking to parents and kids about their toy shopping 
habits.

The big plus, however, that firmed up the decision to move the busi-
ness away from Mattel was Hasbro’s bold move to coproduce movies with 
Paramount Pictures. The collaboration proved so successful that Hasbro 
opened its own film studio in Burbank and made certain its toy designers 
would “work with the filmmakers to ensure that the characters you see on 
the screen can be turned into toys.” That bold action permitted Hasbro to 
directly influence the screenplay and characters. In turn, Hasbro central-
ized control in timing the marketing of the toys, games, and dolls associ-
ated with the film and its personalities.

There is still another aspect to the weakening process: morale. What 
effect did the loss of Disney’s princess dolls have on Mattel’s personnel, 
given the decades of close relationships? “We took Disney for granted. 
We weren’t focusing on them. Shame on us,” according to Mattel’s former 
CEO.

After such a forceful and dramatic public admission, and in the context 
of neutralizing a competitor, how long would it take to rebuild confidence 
in the organization and its leadership considering the magnitude of the 
loss? With Mattel seriously weakened, what type of executive effort will it 
take to form cohesive teams to once again pull together and look for new 
avenues of growth?

The length of time for recovery will inevitably fall on the effectiveness of 
Mattel’s leadership. Thus, it is the executives’ task to reach the hearts and 
minds of the staff, regain their confidence, and get them to throw them-
selves into the upward climb.

Prepare Successive Campaigns

Campaigns rarely consist of a single short encounter. Rather, they are made 
up of several successive ones, with each campaign providing a point of 
reference for those that follow. Here again, that is where judgment layered 
with predictive analytics and other forms of research can provide the cal-
culations, trends, and conclusions needed for neutralizing the competitor.
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Underlying the campaign planning is effective leadership. As discussed 
in the Mattel versus Hasbro case, there were successive steps spanning at 
least three years that included numerous minor and major events, initia-
tives, and campaigns that resulted in Hasbro winning Disney’s business. 
For Hasbro senior executives, it meant guiding employees with purpose, 
direction, and motivation. In turn, it reflected in the attitudes of all lev-
els of management toward the overall marketplace, and specifically with 
Disney’s interests in protecting and perpetuating the princess dolls with 
its customers.

In another case example, Cisco Systems reflects a similar way of thinking 
with its all-embracing dedication to the customer, a total belief in employ-
ees as intellectual capital, and an energetic willingness to team up with 
outsiders to develop active partnerships. This passion for molding such 
an outside-in focus is credited to the leadership of former CEO John T. 
Chambers, who clearly saw those attributes as a value system to drive sub-
sequent actions.

The essential point: Accepting the idea that neutralizing a competitor 
entails numerous campaigns, and given that the effort would be supported 
with adequate resources, leadership is the linchpin to preparing successive 
and successful campaigns. It demands calmness and patience, which is 
exhibited in how managers react in various campaigns.

Reduce the Competitor’s Effectiveness

Another approach to neutralizing a rival is to create conditions that reduce 
its effectiveness to carry on the campaign. The key word is reduce. In real-
ity, however, the aim of diminishing the rival’s effectiveness is not always 
achieved. Not every campaign needs to be fought until one side exits the 
market. Mattel found itself in a similar situation when it lost Disney’s prin-
cess business. There was a point in time when the full realization of the 
loss took effect and reasons for the failure were fully internalized before 
recovery began.

Even where the fears of the outcome of a campaign are slight, the faint-
est prospect of defeat might be enough to cause one side to yield. If from 
the very start the other side feels that this is a probability, most often it 
will concentrate on bringing about that possibility rather than completely 
disable the competitor.

Influencing such a decision to make market peace and not upset the 
marketplace through negative media stories also means fully internalizing 
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the personnel commitments and the other expenditures of resources to 
follow. Thus, after considering all the ramifications of the competitive 
situation, if one side cannot completely weaken the other, the desire for 
a live-and-let-live approach on either side will rise and fall as future 
events unfold. Meeting each other half way translates to each side find-
ing a comfortable nonconfrontational niche in which to feel somewhat 
secure.

On the other hand, should future events dictate otherwise and you wish 
to expand your presence in the market, then resume the weakening of the 
competitor’s capabilities as the most appropriate action. In that case, the 
following maneuvers apply to reducing the rival’s effectiveness: First, look 
for ways to apply your strengths against a competitor’s weaknesses. The 
essence of the move is that you position your resources so that your rival 
cannot, will not, or simply lacks the capability and spirit to challenge your 
efforts.

Second, focus greater attention toward serving customers’ needs and 
resolving their problems in a manner that visibly outperforms those of 
your competitors.

Third, search for a psychological advantage by creating an unbalancing 
effect in the rival manager’s mind, whereby he or she hesitates in indeci-
sion. The aim is to disorient and unbalance the competing manager into 
wasting time and making irreversible mistakes.

Fourth, secure a long-term position in a target market by building a 
brand, company image, or area of specialization that is unique to your 
company and cannot be easily replicated.

Such is the case with a mobile payments company, Square. The com-
pany enables small businesses from local hardware stores to restaurants 
to accept credit card payments via a small plastic reader that attaches to a 
smartphone.

In one particular year, the St. Louis, Missouri, firm processed $15 billion 
in transactions, up from $5 billion during a previous 12-month period. Not 
unexpectedly, Square was being watched by a strong, deep-pocketed com-
petitor, Intuit. The rival also served a substantial customer base of small 
businesses with its popular Square-like credit reader called GoPayment.

Square founder Jack Dorsey claimed that his primary approach to reduc-
ing the competitor’s effectiveness was a line of attack that his rival could 
not claim, that is, an ability to get his people to come together behind him, 
to believe in his vision, and to buy into the cool image that Square had 
managed to attain.
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Whereas the Square case illustrates a maneuver against a competitor, the 
action raises the following questions: Will such an advantage be powerful 
enough to increase Square’s market share? Is the advantage sustainable to 
spearhead an ongoing offensive and secure a sizable market penetration? 
To date, progress has been exceptional. The sustainable part, however, will 
be determined at some later time depending first on when and how Intuit 
decides to react, and second on the durability of Dorsey’s strategy to get 
people to come together.

Make the Campaign Costlier for the Rival

The next approach to neutralizing is by increasing the competitor’s 
expenditures and thereby overstretching its ability to sustain ongoing 
campaigns. In other words, make the effort costlier for the opposing 
company. In all outward appearances, the rival company may be seen 
as wasting its human, material, and financial resources through a con-
tinuing effort to react to competitive moves. In this form of neutral-
izing, the overall intent is to maneuver the rival into playing a passive 
role in the marketplace and thereby, from any practical viewpoint, neu-
tralize it.

Then, there is another issue: How far can you push this effort? Obviously 
not to the point of absolute inactivity; that would not be competing at all. 
While this process lacks immediate effectiveness as it prolongs the com-
petitive effort, there is a consequence for your firm. How long can you stay 
on the offensive and outlast the competitor?

Here, a level of judgment is needed. Maintaining even a moderate effort, 
as in promotional bursts or limited price wars, can be counterproductive 
if it consumes excessive amounts of your resources and ends up weaken-
ing your position. And should you intend to hold out longer than your 
opponent, you must be content with a more limited objective. The rea-
son is that most major objectives require more innovative approaches and 
greater expenditures than minor ones.

Wear Down the Competitor

Wearing down the rival applies to numerous situations, some of which 
are similar to the above factors. These vary from wasting the competitor’s 
resources, to rendering it harmless, to losing a favorable market position. 
Some of the techniques can result in both a physical and a psychological 
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effect on the competing executive’s mind, and thereby influence his will 
to resist.

Thus, many roads lead to wearing down a competitor, which opens up a 
wide range of interpretations and applications. For instance, consider the 
following possibilities:

• If you latch on to new systems and advanced digital technologies 
as a way to pursue revenue expansion possibilities or cost reduction 
opportunities, it is possible to create a wearing-down effect. And if 
the competing manager views such initiatives as direct threats that 
cannot be easily overcome, the approach would be successful.

• Position your group in the market through rapid maneuvers, so that 
the competitor cannot anticipate your moves in sufficient time to 
counter your actions with a meaningful defense. In part, this was 
the problem facing Mattel. Through their own admission, they did 
not see Hasbro’s maneuvers and anticipate Disney’s deep concerns.

• Where you can focus your resources on an emerging or poorly 
served market segment, you can cause the competitor to spread its 
resources by attempting to anticipate your moves, thereby weaken-
ing its primary efforts.

• Create a differentiated product or value-added service that is not eas-
ily cloned. One of Hasbro’s winning strategies was to use extensive 
market research by fielding numerous teams of researchers in all of 
its primary markets to capture the play needs of kids. That form of 
data gathering, coupled with its ongoing use of the FunLab to watch 
children at play through a two-way mirror, provided the grist for 
product development. It was also the winning combination that per-
mitted Hasbro to obtain the princess doll business. The total effect 
caught Mattel off guard and created an unbalancing effect.

• By permitting junior managers to take fast action on market oppor-
tunities, you allow them to react quickly to a competitor’s vulnerabil-
ities. Here, again, Hasbro’s bold initiative in opening a movie studio 
illustrates this approach by allowing midlevel managers to coordi-
nate product development to take advantage of movie releases. This 
action, initiated with speed and surprise, also had a wearing-down 
effect on Mattel.

• Forming constructive relationships with customers can lock out 
competitors for an extended sales cycle. As Hasbro got more involved 
with movie making and with merchandising its own and Disney’s 
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products simultaneously with the films, it tightened the relationship 
with Disney and wore down the connection with Mattel.

The essential point: There are numerous opportunities to design your 
own innovative strategies that would be unique to your company.

In another case, Primark, the British fashion retailer known for its low 
prices and trendy clothes, illustrates a somewhat different method of 
wearing down the competitor when it expanded into a highly competi-
tive and crowded market. The company was already well established with 
more than 200 stores in the United Kingdom and Ireland. And it had 
successfully spread into Spain, Germany, and France, where it became a 
household name.

Then Primark management looked to the hotly contested U.S. market. 
That meant confronting such high-profile competitors as Kohl’s, Target, 
Walmart, Abercrombie & Fitch, and American Apparel, to name several.

Primark’s approach to using a neutralizing strategy is illustrated by how 
it gained a firm foothold in that market. The company played its best hand 
by leaning heavily on its well-honed skills of reacting faster to changing 
fashions and trendier clothes than any of its competitors.

With confidence that it could achieve the same level of success in the 
United States as it had in its home markets, Primark management based 
its faith on three factors: First, it had to maintain its highly efficient man-
ufacturing and logistics network that permitted pricing merchandise 
lower than most of its primary rivals could profitably match. However, 
that meant making certain there would be no serious repercussion if there 
were mishaps in the supply chain.

Second, Primark relied on predictive analytics about trends and market 
behavior to signal changes in fashion cycles and buyer behavior. The intel-
ligence allowed for maneuverability without losing momentum, which is 
an ever-present condition in the volatile field of fashion, where the power 
of social media can create overnight changes.

Third, it had to depend on a management system that allowed managers 
at the local level to make on-the-spot decisions, so that designers could 
react rapidly to fashion and competitive moves.

Enveloping those three factors is a dimension of leadership that is bra-
zenly ref lected in the not-afraid-to-take-on-competition comment by 
Primark’s CEO, “The Walmart offer, the Target offer, Kohl’s as well—it 
didn’t look like something that would be any more difficult to compete 
against.”
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Such a challenging statement encompasses the core ingredients that 
form the backbone of what defines leadership in the digital age. Even 
where it is acknowledged that big data is vital to making well-informed 
decisions, it still takes finely tuned judgment to interpret the nuances that 
characterize a market.

Then, there are the leader’s sensitivities to understand the underlying 
elements that shape the morale of personnel. Beyond those issues, it takes 
boldness to address the embedded competitors that are ready to create 
barriers. As was shown in the previous case examples, such concerns are 
not always clarified by big data.

As Primark executives forged ahead with its expansion, they paid atten-
tion to every detail at the front part of the business that faced the con-
sumer. That included stylizing in-store designs to match local venues by 
using city maps and local architectural ambiences. At the back end of 
operations, they were totally responsive to the critical issue of logistics by 
maintaining strong relationships with its primary manufacturers, chiefly 
among those in Bangladesh.

They did so by building a reputation for early, aggressive orders of styles 
their buyers thought would trend, and for sticking with them. Then, they 
used speed to move merchandise directly from delivery truck to store 
shelves, thereby eliminating the need for excessive storage areas, which 
added more footage for selling.

The sum of all the pieces illustrates Primark’s strategy of wearing down 
the competitor.

NEUTRALIZATION PLAN

Having looked at the five ways to neutralize a competitor, now consider 
how weakening the rival, preparing successive campaigns, reducing the 
competitor’s effectiveness, making the conflict more costly for the rival, 
and wearing down the competitor fit into a strategic business plan* (see 
Exhibit 3.1).

* See Chapter 11 for details about the strategic business plan.
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EXHIBIT 3.1

Integrating the Neutralization Plan into the Strategic Business Plan

Strategic Section

Strategic 
Direction/Vision

Strategic 
Objectives Strategies Business Portfolio

Allows for 
visualizing the 
long-term direction 
of the company, 
business unit, 
product line, or 
service

Indicates major 
performance 
expectations 
affecting the 
growth of the 
business over a 
long time frame

Specifies actions to 
achieve the long-term 
objectives

Includes existing 
products and 
markets, as well as 
new products and 
markets

Note: Neutralizing actions are focused on the strategies and business portfolio sections.

Tactical Section

Situation 
Analysis

Market 
Opportunities

Tactical 
Objectives

Strategies 
and Tactics

Financial 
Controls 

and Budgets
Organized 
around

• Historic 
performance

• Competitor 
analysis

• Market 
background

Identified by

• Targets of 
opportunity

Prioritized by

• Quantitative 
objectives

• Functional 
objectives

Provides 
details of 
offensive and 
defensive 
actions

Contains key 
performance 
indicators 
(KPIs)

Note: Neutralizing actions are focused on the market opportunities and strategies and tactics sections.

Neutralizing actions can be incorporated in the strategic and tactical 
levels of the strategic business plan. As shown in Exhibit 3.1, the basic 
structure of the strategy section consists of four parts: the strategic direc-
tion or vision statement, objectives, strategies, and business portfolio of 
products and services.

To add neutralizing actions at the strategic level, you would first focus on 
the strategy part of the plan to specify decisive points in which to concen-
trate your efforts. These would include market segments where, in your best 
judgment, supported by data, a neutralizing effect would hit the competitor. 
Second, your attention would then center on the business portfolio, which per-
mits you to deal with existing markets; new markets, products, and services 
for existing and new markets; and breakthrough products and technologies.
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In the tactical section, the overall structure consists of the situation 
analysis, which incorporates historic performance and data analytics to 
reveal areas of vulnerability. Then, market opportunities identify and 
highlight which of the five types of neutralizing action to undertake.

Next is a statement of objectives consisting of quantitative goals, 
such as revenues and similar financial metrics, and functional objec-
tives that represent various parts of the business, such as products, 
services, technologies, logistics, and communications. What follows 
are strategies and tactics that detail the specific actions you would con-
sider. (See Section II, “Competitive Strategy,” for greater detail.) The 
final part consists of a summary strategy, including financial controls 
and budgets.

In summary, neutralizing a competitor is an essential component of 
planning. As part of that process, there are two primary principles worth 
following for successful implementation. They are covered in greater depth 
in the following chapters, but are abridged as follows.

The first principle is concentration. This classic principle is in sharp 
contrast to the overly common planning approach of spreading resources 
in several directions, covering numerous objectives, segments, and iso-
lated actions. Whereas the thinking may be to play it safe and cover 
all contingencies, instead it has the potentially damaging effect of dra-
matically exposing weaknesses and revealing areas of vulnerability. The 
result: The chances of failure multiply through the excessive thinning out 
of resources.

What’s behind this singular straightforward principle? In practice, it 
means concentrating your resources at a customer group, geographic seg-
ment, or single competitor’s area of vulnerability. It means finding the 
decisive point where neutralization can take effect. The hard-nosed evi-
dence from history and current business practices leads unequivocally to 
adopting a strategy that aims at concentrating resources where you can 
gain superiority in as few areas and with the fewest possible actions as 
possible.

The second principle is speed. “There is no instance of a country having 
benefited from prolonged warfare,” declared the ancient Chinese strategist 
Sun Tzu. To paraphrase that sage advice for business application, there are 
few cases of overlong, dragged-out campaigns that have been successful— 
unless it is one of the neutralizing strategies, such as wearing down the 
competitor. Exhaustion—the draining of resources—has neutralized more 
companies than almost any other factor. “Without exception, all of my 
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biggest mistakes occurred because I moved too slowly,” declared John 
Chambers, former CEO of Cisco Systems.

Thus, no halt or detour must be permitted without good cause. Extended 
deliberation, procrastination, cumbersome committees, and indecisive-
ness are all detriments to success. Drawn-out efforts often divert interest, 
cancel the momentum, diminish enthusiasm, and damage morale.

Additionally, employees become bored and their skills lose sharpness. 
As damaging, the gaps created through lack of action give competitors 
extra time to develop strategies that can neutralize your efforts. Therefore, 
it is in your best interest to evaluate, maneuver, and concentrate your 
forces in the shortest span of time.

The proverbs “opportunities are fleeting” and “the window of oppor-
tunity is open” have an intensified truth in today’s markets. Speed, then, 
is essential for gaining the advantage and exploiting an opportunity. 
Altogether, the sum of these principles, ideas, and techniques form a plan 
for neutralizing a competitor and creating a competitive advantage.
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�e Five Forces of Leadership Shaped by the Digital Age

Section II

Competitive Strategy

All men can see these tactics whereby I conquer, but what none can see is the 
strategy out of which victory is evolved.

Sun Tzu
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4
Apply Analytics to Concentrate 
at Decisive Points

There is no higher and simpler law of strategy than that of keeping one’s 
forces concentrated … to be very strong: first in general, and then at the 
decisive point.

Carl von Clausewitz

Sun Tzu’s* statement on strategy, written more than 2,500 years ago, dis-
tinguishes between the broader outcomes of strategy and the more visible 
dimensions of tactics. Clausewitz’s† view on strategy, written more than 
200 years ago, relates to its more precise application at a decisive point.

If you transpose those two statements to operating in today’s embattled 
markets where big data and analytics are integrated into long-term and 
day-by-day decisions, then competitive strategy legitimately qualifies as 
one of the five forces of leadership—along with digital technology, cor-
porate culture, organizational structure, and strategic business planning.

Specifically, if you acquire competence at seeing the far-reaching mar-
ket picture that others cannot grasp, and if you can pinpoint where to 
direct your resources with precision, then you will be able to think with 
the mind of a strategist and with a skill that is essential to outperforming 

* Sun Tzu (c. 544 BCE–496 BCE), an ancient Chinese military strategist and philosopher, is best 
known as the author of The Art of War. It ranks as one of the most influential books on military 
strategy ever written. Increasingly, it has become popular among political leaders and those in 
business management.

† Carl von Clausewitz (1780–1831), a Prussian general and military theorist, stressed the moral, 
psychological, and political aspects of conflict. He is famous as a military thinker and the 
author of the widely acclaimed book On War. Known for his maxims, his most famous is “War 
is the continuation of politics by other means.” (For further reference, see Norton Paley’s book 
Clausewitz Talks Business, Taylor & Francis, Boca Raton, FL, 2015.)
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a competing manager. Doing so, however, means internalizing the princi-
ples of strategy and knowing how to apply them to competitive situations. 
To hone that high level of know-how entails reaching back to the origins 
of strategy and internalizing the primary concepts that have endured 
through the ages, and which are applicable in today’s digital age.

ORIGINS OF STRATEGY

The origins of strategy date from the ancient Greeks (800–480 BCE), and 
the term is derived from the word strategia or strategos, meaning “to lead 
an army” or “the art and science of generalship.” Commanders over the 
centuries have relied on military strategy to conquer territory and gain 
power. That meant imposing their will on others and maximizing the 
impact of their economic and human resources to achieve their goals.

Those generals faced formidable challenges as they crafted plans to 
outmaneuver competing forces, gain territory and power, and conserve 
resources, while expanding their influence. To impose their wills on oth-
ers and achieve their objectives, they had to distract and unbalance their 
opponents physically and psychologically. Faced with resistance, those 
leaders were forced to maximize the effectiveness of their resources to 
achieve their goals.

While the terminology varies, these challenges are not much different 
from those of other human endeavors—whether business, politics, or ath-
letics. Most confrontations involve a defense protecting the ground or an 
offense trying to overtake that ground. When transposed to business ter-
minology, it means defending a market position or securing a foothold 
in a new market. In all instances, confrontations involve influencing the 
behavior of targeted groups. “We could more accurately compare [battles] 
to commerce, which is also a conflict of human interests and activities, 
and it is still closer to politics, which in turn may be considered as a kind 
of commerce on a larger scale,” opined Clausewitz.

Although the destructive aspects of war are not present in business, 
there is a reasonable parallel when considering the bankruptcy of orga-
nizations, including once-mighty global leaders; the vast layoffs of thou-
sands of personnel; and the closing of physical plants, with the devastating 
economic impact and societal disruption that bring about demoralizing 
misery to large groups of individuals. In many instances, those powerful 
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shocks result in decimated regions, cities, and local communities, as evi-
denced by the bankruptcy of Detroit.

Many business scholars, executives, and line managers readily accept 
the military–business connection and find practical wisdom in studying 
the chronicles of military conflicts that span 2,500 years of recorded his-
tory. By examining the strategic and human elements of clashes, they gain 
valuable insights that provide an additional dimension to business study.

In particular, the lessons gleaned from military history and strategy 
can be indispensable in the pragmatic, everyday managing of people and 
resources, especially when applied to competitive issues. It is through the 
long lens of time and space that this additional perspective can fortify 
your judgment in such areas as leadership and employee behavior.

The chapters within this part of the book aim to tap the universal logic 
and historic lessons of strategy and thereby uncover solutions to today’s 
stubborn competitive problems. Doing so overrides the narrower pathway 
of focusing only on current business events or job experience, where view-
points tend to limit the range of opportunities and reduce judgment to a 
relatively short-term, constricted outlook.

Consequently, the military viewpoint provides foundation principles that 
can strengthen your understanding of strategy, whether you operate in a mul-
tinational firm maneuvering for position in a global arena, or a regional busi-
ness fighting an everyday battle for survival. It is in this framework, then, 
that the rules, concepts, and strategies are presented in the following chapters.

The route begins by interweaving the classic works of the masters of 
strategy: Sun Tzu, Clausewitz, Jomini, Machiavelli, and twentieth-century 
historian B. H. Liddell Hart, among others. Their collective wisdom pro-
vides longevity, general acceptance, and authority to the workings of strat-
egy, which is built on a common foundation of two main factors: First, 
the underlying patterns of human nature have not changed significantly 
throughout history. Second, notwithstanding the transforming geographic 
boundaries, political systems, and technological disruptions, the prag-
matic logic supporting strategy retains its value today, as it has since the 
ancient writings of Sun Tzu.

Some fields, particularly those in science, medicine, technology, and eco-
nomics, are continually updated in response to breakthrough discoveries. 
In contrast, many of the historic treatises in the humanities still remain 
noteworthy and valuable as the day they were written.

It is the study of military strategy, however, that fits a special category. 
Fighting, rivalry, competition, and power struggles give a human face 
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to conflict. Thus, by focusing on the distinguishing qualities of human 
behavior that interface with those forces, you can shape your leadership 
style to fit the digital age.

Specifically, then, what lessons can be taken from understanding the 
origins of strategy? How does the study of military strategy link to busi-
ness, so that the time-tested practices, guidelines, rules—and the overall 
historic body of knowledge—can be transferred and applied?

Let us look at the everyday language of business. It is not uncommon 
to read in the business press, or hear at seminars and speeches, the war-
like vocabulary borrowed from the military, with such phrases as “attack-
ing a competitor,” “developing a strong position,” “defending a market,” 
“strengthening logistics,” “deploying personnel,” “launching a campaign,” 
“developing a strategy,” “utilizing tactics,” “coping with price wars,” and 
“doing battle with ….”

Then, there are the more indirect references that connect military to 
business, such as holding reserves to exploit a market advantage, develop-
ing an intelligence network to track a competitor’s actions, avoiding direct 
confrontation with the market leader, bypassing a market because of high 
entry barriers, reorganizing the marketing and sales effort to strengthen 
a market position, or employing a new technology to create a competitive 
advantage over a weaker rival.

A sampling of such enduring concepts is shown in the list below, which 
lists statements from the masters of strategy. To gain their full meaning, 
and to form a historic and experiential foundation for business applica-
tion, substitute such terms as war with competitive confrontation, enemy 
with competitor, and soldiers with personnel.

Classical Thoughts from the Masters of Strategy

“Speed is the essence of war. Take advantage of the enemy’s unpre-
paredness; travel by unexpected routes and strike him where he has 
taken no precautions.”—Sun Tzu

“Money is not the sinews of war although it is generally so considered. 
It is not gold, but good soldiers that insure success.”—Machiavelli

“Now the method of employing men is to … give responsibility to each 
in situations that suit him. Do not charge people to do what they 
cannot do. Select them and give them responsibilities commensurate 
with their abilities.”—Sun Tzu
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“If we always knew the enemy’s intentions beforehand, we should always, 
even with inferior forces, be superior to him.”—Frederick the Great

“Supreme excellence consists in breaking the enemy’s resistance with-
out fighting. While we have heard of blundering swiftness in war, we 
have not yet seen a clever operation that was prolonged.”—Sun Tzu

“The concept of war does not originate with the attack, because the ultimate 
object of attack is not fighting; rather, it is possession.”—Clausewitz

“To accept superiority of numbers as the one and only rule, and to reduce 
the whole secret … to the formula of numerical superiority at a cer-
tain time in a certain place, was an oversimplification that would not 
have stood up for a moment against the realities of life.”—Clausewitz

“The whole art of war consists in a well-reasoned and extremely cir-
cumspect defensive, followed by a rapid and audacious attack. I 
habitually think of what I must do three or four months ahead; and 
I always look for the worst.”—Napoleon

“They are swift to follow up a success, and slow to recoil from a reverse … 
they were born into the world to take no rest themselves and to give none 
to others. You still delay … let your procrastination end.”—Thucydides

“For to win one hundred victories in one hundred battles is not the 
acme of skill. To subdue the enemy without fighting is the acme of 
skill.”—Sun Tzu

Given the origins of strategy, now let us single out the term for business 
applications. While freely applied throughout an enterprise, various defi-
nitions of business strategy do exist. The following meanings are used in 
this book:

Business strategy is the art of coordinating the means (money, human 
resources, and materials) to achieve the ends (profit, customer sat-
isfaction, and company growth) as defined by company policies and 
objectives.

In more pragmatic terms, strategy consists of actions to achieve objec-
tives at three distinct levels:

 1. Corporate strategy. At this level, strategy is developed at the top ech-
elons of the company. The aim here is to deploy resources through 
a series of actions that would fulfill the vision and objectives as 
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expressed in a long-term strategic business plan—where “none can 
see … the strategy out of which victory is evolved.”

 2. Midlevel strategy. At this juncture, strategy operates at the depart-
ment or product line level. Its time frame is more precise than that 
of corporate strategy. Typically, these strategies cover actions in a 
three- to five-year period and focus on fulfilling specific objectives— 
and “to be very strong: first in general, and then at the decisive 
point.”

  Also at this level, strategy embodies two zones of activities: first, 
actions to create and retain customers, and second, actions geared to 
prevent competitors from dislodging the defending company from 
its market position by seizing market share and customers.

 3. Lower-level strategy—or tactics. This level requires a shorter time 
frame than those at the two higher levels. Normally, it links with 
a company’s or product line’s business plan, marketing plan, and 
annual budget.

In everyday application, tactics are actions designed to achieve short-
term objectives, while in support of longer-term objectives and strategies.

Also, tactics are precise actions that cover such areas as social media, the 
Internet, sales force deployment, supply chain methods, customer relation-
ship programs, training, product branding, value-added services, and the 
selection of a market segment to launch a product or dislodge a competitor.

STRATEGY APPLICATIONS

Within the framework of competitive strategy, three primary principles 
are discussed: concentration in this chapter, and speed and indirect maneu-
ver in the following two chapters.

CONCENTRATION

Finding the decisive point focuses on “keeping one’s forces concentrated.” 
It is an essential task that should occupy your thinking as you shape a 
strategy for your company, business unit, or individual product. Choose 
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correctly and you are likely to win the competitive battle. Choose incor-
rectly and you could end up spreading your resources thin and slugging 
it out in the marketplace, which ends up consuming excessive amounts of 
human, material, and financial resources.

What is a decisive point and how can you find it? It turns out there are 
numerous possibilities for selecting a decisive point for a concentrated 
effort. The general guideline is that you target a competitor’s specific 
weakness or a general area of vulnerability.

The search begins by conducting a comparative analysis. This includes 
reviewing a wide range of factors, from markets, products, pricing, supply 
chain, and technology to corporate culture and leadership, any of which 
can affect the timeliness and efficiency of how a company deals with a 
competitive situation. Encompassing those factors is the psychological or 
human aspects of people who must perform the work.

The starting point of a comparative analysis is to search for a rival’s vul-
nerabilities, as they compare to those of your company. When completed, 
you are better able to develop a strategy that singles out a decisive point in 
which to concentrate your resources. You are thereby in a proactive posi-
tion to determine a course of action.

Yet, even with the utmost care, there are bound to be gaps in your assess-
ment, especially in less visible areas concerning a competitor that cannot 
be clearly measured, isolated, or controlled. Then, there are the undercur-
rents of friction, chance, and luck that emerge at unexpected times to alter 
your assessment as well.

To further saddle the process are the effects of imperfect competitor 
intelligence, which increases to the shifting nature of risk. Then add the 
human element with its unpredictable nature evolving from the per-
sonal agendas, creativity, intuition, and experience of those individuals 
interpreting and acting on the input of data analytics. Supplement those 
with the policies imposed on you by your firm, its overriding culture 
toward risk, and its attitude toward expending resources, and taking on 
excessive debt.

All this volatility can interfere with the objective assessment of your 
company compared with that of your competitor. Nonetheless, you still 
have to override those hurdles and identify your comparative advantage, 
if you are to pinpoint a decisive point of concentration.

That said, much more is at stake if you avoid the irrefutable lessons of 
history about the strategy development process. Among them, avert a 
head-on confrontation with a competitor (unless you are in an absolute 
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commanding position), prevent depleting resources and leaving yourself 
vulnerable, and forestall a prolonged, dragged-out, morale draining cam-
paign. The following guidelines will assist you in developing and monitor-
ing concentration.

Guidelines to Developing and Monitoring Concentration

The first step is to adopt strategies that concentrate resources at a decisive 
point where you can gain superiority in select areas. These include target-
ing a competitor’s specific weakness or a general area of vulnerability. The 
effective use of concentration includes the following:

• Recognize that concentration is a strategy with which to challenge 
larger competitors using a segment-by-segment approach.

• Aim to concentrate your resources to gain a superior position in a 
selected market segment, even if it creates some exposure elsewhere.

• Use data analytics to pinpoint a segment for initial market entry. Then 
use that position to expand toward additional growth segments.

• Make certain your staff is adept at reaching beyond traditional demo-
graphic and geographic segmentation approaches; employ big data 
to identify new or underserved segments.

• Maintain flexibility about extracting your organization from under-
performing segments and concentrating on faster-growing ones.

• Concentrate your resources against competitors’ weaknesses by means 
of maneuver.

• Understand that every market segment presents opportunities to 
fill market gaps, allocate resources efficiently, or exploit a rival’s 
limitations.

• Train staff, especially marketing and sales personnel, to seek decisive 
points for concentration.

Second, watch for possible areas where concentration is not being imple-
mented effectively. These include

• Failure to select market segments that offer long-term growth
• Dissipating resources across too many segments
• Launching a product with disappointing results due to the absence of 

adequate data about consumer buying behavior and a well-thought-
out strategy
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• Employing a strategy of concentration where the staff did not com-
pletely internalize the advantages of concentration and thereby was 
not fully involved

Third, use the following guidelines to correct the ineffective application 
of concentration:

• Actively utilize data analytics and other forms of competitor intel-
ligence to identify a competitor’s weaknesses.

• Concentrate on emerging markets, or those that are poorly served, to 
get a foothold into additional segments.

• Secure your position with dedicated services and customized prod-
ucts to create barriers to a competitor’s entry.

• Within customer segments, tailor products and services built around 
product differentiation, value-added services, and business solutions 
that exceed those of competitors.

• Conduct internal strategy training sessions, especially for those 
individuals who do not understand the value of finding a decisive 
point and resist adopting a strategy of concentration.

The following case example embodies many of the points presented 
above.

Alibaba, the Chinese e-commerce giant, initiated a “strategy out of 
which victory is evolved.” The process began with trend analytics that 
indicated Chinese consumers were rapidly adapting to new retail formats 
and online shopping—a fact supported by 40% of Chinese consumers buy-
ing groceries online, compared with only 10% of Americans. That data led 
to a bold strategic move of forming a partnership with the vast network 
and systems offered by Amazon, which fit Alibaba’s long-term quest for 
supremacy in its markets.

At the midlevel strategy and tactical levels, however, Alibaba faced an 
entirely different and more intimidating situation. Its growth was slow-
ing, dragged down by the dual forces of a faltering Chinese economy and 
aggressive competition from a rising group of start-up rivals. Alibaba 
responded by “keeping one’s forces concentrated … to be very strong: first 
in general, and then at the decisive point.”

For instance, noting that Chinese consumers held an enormous appeal 
for U.S. brands, Alibaba concentrated on forming strong relationships 
with such iconic companies as Procter & Gamble, Estee Lauder, Macy’s, 
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and Costco to create a tactical advantage. The target: A huge generation 
of Chinese consumers who were attaining middle-class prosperity, which 
is quantified as 109 million Chinese people with a net worth between 
$50,000 and $500,000 and projected to surpass 500 million by 2022.

To seal the relationship, Alibaba formed a powerful set of major benefits 
that would be vitally important to those U.S. companies, as well as to sup-
port its own strategy of continuing its penetration of the brand-conscious 
consumer online market.

For instance, Alibaba was quite aware that U.S. companies were expe-
riencing outlandish regulatory and logistical barriers to reach the vast 
Chinese population. For those U.S. companies that signed on, Alibaba 
rewarded them with approaches to circumvent tough hurdles by helping 
with marketing, data analytics, and shipping.

It even went so far as to assist suppliers in avoiding many of the taxes and 
other regulatory impediments that consume excessive amounts of time, 
money, and people. To further strengthen the bond, Alibaba arranged to 
handle transaction processing with the brands’ home country banks and 
even takes care of maintaining inventory through its network of logis-
tics partners. In all, the benefits alleviated most of the frustrations U.S. 
managers faced in lost years and lost opportunities. “This is an incredibly 
important strategy for the future of Alibaba,” announced chairman and 
founder, Jack Ma.

The lure for U.S. companies is that Alibaba gives those firms the ability 
to learn the Chinese market and its culture and understand the Chinese 
consumers’ buying patterns without a massive investment of time and 
money. (The irony behind Alibaba’s efforts is that many of the U.S. prod-
ucts sold through its networks are produced in China, which indirectly 
helps the Chinese economy.)

What Lessons Emerge from the Alibaba Case?

First, strategically, Alibaba formed mutually beneficial alliances with U.S. 
companies to concentrate at decisive points, defined as online target audi-
ences pinpointed by measureable demographic and behavioral profiles.

Second, tactically, the package of benefits that formed the partnerships 
was welded together in a manner that could not be easily replicated by rivals.

Within the context of concentrating at a decisive point, another view-
point exists: if only the wealthy firms, as those cited above, can afford the 
types of relationships built on technology, brand leadership, and other 
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high-level support to enjoy an overwhelming competitive edge, what hap-
pens to the less endowed organizations?

Are the smaller, cash-strapped companies with fewer resources always 
at a disadvantage? Do they have to defend their markets and retain cus-
tomers against the continuing threat of resource-rich organizations that 
can mount offensives and win over markets on their own terms? The fol-
lowing section provides some answers.

STRATEGY APPLICATIONS FOR THE SMALL 
AND MIDSIZE ORGANIZATIONS

Returning again to the long history of conflicts, the chronicles of military 
encounters from ancient times to the present day provide substantial evi-
dence about groups clashing in strong versus weak battles where the weaker 
side emerges as victor in the proverbial David versus Goliath encounters.

Thus, the resulting lessons that span 2,500 years of conflict-filled his-
tory have merged into firmly established concepts, guidelines, and rules. 
They provide insight into how leaders in those uneven struggles operated 
with comprehensive strategy plans and implemented them through effec-
tive leadership.

The subsequent body of knowledge survived meticulous analysis by 
scholars and practitioners and has been translated into numerous lan-
guages. This knowledge, in turn, has been incorporated into the business 
curricula at universities and military academies worldwide. And these 
same time-tested ideas, concepts, and rules continue to flourish today in 
business books, magazines, and workshops.

Within the context of this chapter on concentration at decisive points, 
let us begin with the opening statement of this book:

To harness the enormous power of technology is one of the key measures 
of your effectiveness as a leader, especially in the active environment of dis-
ruptive technologies and intense competition. Your leadership determines 
how successful you will be in mobilizing your staff and preparing your 
organization, or business unit, to operate competitively in the digital age.

Amplifying that statement and applying it as guidelines for the small 
and midsize firms is summarized in the following four-step process, with 
more complete details in other chapters.
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Step 1: Establish a Vision

This initial step means giving perspective to your thinking and planning 
about such areas as what your business would look like, on what markets 
your company or business unit would concentrate, what technologies you 
would likely utilize, and how your firm would be positioned against com-
petitors during a period of at least three to five years.

Doing so means reflecting on your organization’s distinctive areas of 
expertise, the business model you have or need to change, the profiles of the 
segments you will serve, the additional functions you must add to satisfy 
consumer needs, and how you will acquire the technologies to maintain 
a viable market position. Then, there are two additional and fundamental 
categories to contemplate: first, likely changes in consumer behavior, and 
second, known and potential competitors you are likely to encounter.

Notwithstanding that unforeseen events can cloud your vision and 
interrupt parts of your plan, envisioning where your business will be 
positioned at least 36 months out in time is fundamental to your lead-
ership responsibilities—even in the swiftness associated with the digi-
tal age. As important to your leadership, the plan operates as the great 
communicator, along with other forms of internal and mobile com-
munications, to support your efforts and motivate your staff to seek 
active involvement.

The plan also allows for innovative thinking by you and others who 
would explore new products, new product applications, and modifica-
tions for entering additional market segments. That includes delving into 
all-new-to-the-world possibilities. At its simplest level, product innova-
tion can take the form of remerchandising to give the impression of a new 
product introduction; at its highest level, there is a truly innovative prod-
uct utilizing cutting-edge technology that is new to the market.

Implicit in this first step is the pragmatic need for your staff to buy into 
the vision and make it their own. Otherwise, the effort forms into a cli-
chéd academic exercise, which is theoretically valid, but operationally 
questionable.

The implication for you as a leader is that directives cannot be forced 
on your staff in this critical stage. Rather, the plan’s vision, objectives, 
and strategies have to be nurtured through participation and collabora-
tion with key performance metrics put in place to measure, award, and 
otherwise recognize achievement. (Details of the process are given in 
Chapter 11.)
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Step 2: Select, Monitor, and Concentrate

At this stage, you have to grapple with singling out on which of the prod-
uct or service innovations to concentrate your resources. If yours is a small 
or midsize organization where resources are somewhat limited, the selec-
tion is certainly critical and worthy of your strong attention. The obvious 
reason is that innovations are inherently risky, even where you give the 
issue your best thinking with the support of reliable data analytics. In a 
pragmatic sense, your selection can run the gamut from a gut feel (or call 
it intuition) to sophisticated computer models.

You may also use an initial screen suggested by the questions in Table 4.1. 
This approach is best considered with a cross-functional team that 
reflects a collaborative approach and utilizes a scoring system. Initially, 
each member of the team scores every question privately. The team 
reconvenes and individuals present and justify their scores. A general 
discussion follows, and the team members go for a second round, and 
even a third round, of private scoring until there is consensus. Further, 
for greater accuracy, questions can be weighted for degree of impor-
tance. These weights are then multiplied by the appropriate score to form 
an evaluation index.

In practice, it is appropriate to screen several projects during one time 
period; notwithstanding, some innovations or courses of action may 
appear unrealistic for the moment or beyond your financial capabilities. 
Doing so can alert you to opportunities that cannot be immediately 
foreseen, such as joint ventures and outside funding. It is always easy 
to drop projects from the list or place them in reserve for some future 
time.

Also, keep in mind that your final assessment should correlate with the 
vision you described in the first part of your strategic business plan. If it 
does not, look again at the vision statement. Perhaps it is too narrow a 
focus and needs to be recast to allow for a more expansive outlook. The 
essential point, too, is that you want this exploring, screening, monitor-
ing, projecting, and thinking process to take on a strategic, yet highly 
pragmatic application.

Step 3: Sustain Innovation

Innovation comes in diverse forms, from the geniuses who created 
momentous inventions that solved major problems, to organizations 
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that created or transformed industries, to the executives who changed 
the way organizations operate—all of which impacted the lives of vast 
groups of individuals. The distinguished ones include Alexander Graham 
Bell’s telephone, Thomas Edison’s incandescent lightbulb, Henry Ford’s 
moving assembly line, Clarence Birdseye’s food freezing system, Bell 

TABLE 4.1

Screening, Monitoring, and Concentrating

Low High

Product/Service/Innovation Criteria 1 2 3 4 5
 1. What is the long- and short-term market potential 

for the product or service?a Is there sufficient 
validation from data analytics to support the effort?

 2. What competitive advantage might be gained by 
adding value, modifying the product, or creating 
other differentiating features and benefits?

 3. What would be gained by repositioning or 
rebranding the product to customers and against 
competing products?

 4. What resources (materials, equipment, people, 
and financial) would have to be acquired or 
redeployed from other parts of the organization? 
Are personnel sufficiently skilled to handle the 
tasks?

 5. What is the level of risk? Will other parts of the 
business suffer by diverting resources?

 6. Based on financial calculation of return on 
investment (ROI), profits, and any other key 
financial criteria, how much is the product 
contributing beyond its direct costs?

 7. What value, if any, does the innovation have in 
supporting the sale of our other company products?

 8. Is the new product or innovation useful in 
defending a point of entry by competitors?

 9. Is the product innovation sufficiently strong to 
be used in concentrating on a decisive market 
segment? Or will it have a marginal impact?

 10. Are the innovation and related strategies 
compatible with the prevailing culture of the 
organization, as well as with the long-term vision 
of the strategic business plan?

a Indicates metrics used to assign a score based on dollar value, unit volume, scalability, or other 
 criteria required by your firm.
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Lab’s transistor, Intel’s microprocessor, and IBM’s personal computer. 
Numerous others of the same caliber have made a giant impact on the 
world. Then, there are today’s innovators, such as Google and Amazon, 
working with autonomous vehicles and space explorations, and Microsoft, 
sinking a data center on the ocean floor where seawater acts as a coolant 
and waves serve as a source of power.

At a less dramatic level, there are leaders who develop different forms of 
innovations, such as with specialized joint ventures, as noted earlier with 
Alibaba’s strategy. Notwithstanding that, Alibaba is not a small organiza-
tion; its strategy can apply to all-size firms.

Common to all those forms of innovation is a practical reality: how to 
position them in the marketplace to provide a tangible return for the time, 
creativity, and resources required to commercialize the innovation. Thus, 
positioning a product, service, or technology is central to concentrating at 
decisive points.

Al Reis and Jack Trout popularized positioning during the 1980s as “not 
what you do to a product. Positioning is what you do to the mind of the 
prospect. That is, you position the product to the mind of the prospect.” 
Professor Philip Kotler said, “Positioning is the act of designing the com-
pany offer and image so that it occupies a distinct and valued place in the 
target customers’ minds.”

What follows, then, is for you to monitor how customers perceive your 
product by examining the image it projects, its applications, the level of 
satisfaction it delivers, and its comparative position against competitors. 
Here is where data analytics can make a significant contribution to the 
process. You should then be able to incorporate the accumulated data 
from all sources and locate an open position in the market and in the 
customer’s mind.

To consider the broader aspects of positioning, use the following 
guidelines:

Keep focused. Stake out a position for your products in those niches 
where there is an above-average chance to achieve a viable ranking 
among market leaders. Where possible, it is best to avoid the com-
modity segments, which are often dominated by the low-cost leader. 
Ideally, find a technology, product design, distribution system, 
or service that differentiates you and leads to a favorable position 
compared with that of competitors. That is where Alibaba excelled 
through its alliances with U.S. brands.
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Establish cross-functional teams. The teams that represent the key func-
tions of the organization serve as the collaborative linkage that forges 
a connection between the organization, product development, and 
customer. To succeed, however, teams must have a clear definition of 
how the company wants to be positioned and then be able to imple-
ment strategies that align with the vision and objectives outlined in 
your strategic business plan (see Table 4.2).

Solve customers’ problems. The more you are able to solve customers’ 
problems and help them prosper, the greater chance you have for 
survival and long-term growth. Therefore, look for new product 
applications, value-added services, and new market segments that 
may have been overlooked in the initial stages of product develop-
ment, or which were uncovered from incoming data.

Look globally. Push your products and technologies wherever they apply 
in the world. Trade barriers continue to crumble in many areas, or 

TABLE 4.2

Functions and Responsibilities of a Cross-Functional Teama

Functions Responsibilities
• Identify innovations and market 

opportunities derived from big data 
that relate to the environmental, 
industry, customer, and competitor 
situations.

• Align the business or product line with 
the vision, as described in the strategic 
business plan, as well as with the 
corporate culture.

• Develop long- and short-term 
objectives and strategies.

• Prepare product, market, and supply 
chain tactical plans. Include 
experimental tests that represent ideas 
and concepts derived from data 
analytics.

• Create and recommend new or 
additional products and services to 
fortify a concentration strategy.

• Approve all product alterations or 
modifications of a major nature.

• Act as a formal communications 
channel for the interdivisional 
exchange of data about new market or 
product opportunities.

• Utilize big data to plan and implement 
strategies at each stage of the product’s 
life cycle.

• Develop tactics to improve market 
position and profitability.

• Identify product and service 
opportunities in light of changing 
consumer buying patterns.

• Coordinate efforts with various 
corporate functions to achieve 
short- and long-term objectives.

a While a team represents the collaborative thinking of individuals representing the functional areas 
of the business, the resulting recommendations still require the approval of the senior-level execu-
tives at the business unit level.



Apply Analytics to Concentrate at Decisive Points • 79

they can be overcome through alliances, as in the case of U.S. com-
panies joining in Alibaba’s supplier networks. However, make sure 
you are positioned to offer a specialty or customized product that 
will satisfy local needs, and not use foreign markets as a means to 
unload a standardized product.

The primary goal of positioning, then, consists of a two-pronged strat-
egy: create a long-term desirable position for your product in the customer’s 
mind, and secure a strong advantageous position against your competi-
tion. If the picture of your market reveals an undesirable position for your 
brand, use the following procedure to assist in improving your situation:

• Identify your product’s actual position by inputting data from all the 
consumer touch points and the analytics derived from those sources.

• Evaluate your product’s current position based on the criteria in 
Table  4.1. If it remains viable, then strengthen your position by 
creating strong offensive measures by focusing on products and 
services that continue to meet consumers’ needs; then develop defen-
sive strategies to prevent competitors from penetrating your posi-
tion. Otherwise, select a position that nobody else wants, providing, 
again, it matches the objectives of your plan.

• Utilize two principal options to achieve an ideal product position: 
(1) move your existing product to a new position with or without a 
change in the product itself, or (2) introduce another product with 
the necessary characteristics for a new position, while leaving the 
current product untouched, or consider withdrawing it from the 
market altogether.

  Once you discover that your product’s position is far from ideal, 
marketing has its job cut out for it. Together with the other elements 
of your promotional mix, such as advertising, personal selling, pub-
licity, sales promotion, and social media, you can create a new posi-
tion for your product.

• Recognize that achieving a lasting and favorable position is an 
expensive, time-consuming proposition. It is up to you to get your 
company’s management to firmly commit to a positioning strat-
egy. The dynamics of consumer behavior, the nature of global com-
petitors, and the disruptive ramifications of new technologies are 
too volatile not to realign your company and product with a more 
viable position.
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• Continue to track your competition and monitor the impact of your 
positioning on the customers’ mind. Follow up with the digital tools 
of research to examine and compare your product’s actual position 
with its ideal position. After all reasonable efforts have been made 
and they did not produce the intended results, then a review of your 
strategy may be necessary.

Step 4: Deliver Growth

Every organization has a range of embedded activities and procedures 
that are unique and potentially valuable. If uncovered and readied, they 
can sustain a continuous flow of ideas and innovations. In their extreme, 
they can take the shape of a leading-edge technology with a projected 
timeline of decades, as with autonomous automobiles and drones. Or they 
can be of more limited scope of an updated service or procedure that is 
unique to your firm and which can enter a new sales cycle.

Or, more likely, they can appear at a lesser level in the form of an inno-
vative strategy or business model, as shown by Alibaba, which delivers 
growth while fending off competitors that seek to latch onto a winning 
trend. Any of these innovations could form the underpinnings for a con-
centration strategy to target segments for niche applications.

Within the context of delivering growth, and given the range of pos-
sibilities for innovation, it is valuable to know how far you can scale up, 
what types of resources you will need to sustain the effort, and what safe-
guards you need to defend your position over the long pull. After all, a 
smartphone app, or even a luxury item, has its growth limitations. Over a 
period of time, they will likely be relegated to defined niches.

Another consideration for delivering growth is a streamlined organiza-
tion that speeds up communications from the multilayered contact points 
in the marketplace. As such, it is with increasing frequency that the cross-
functional team is becoming a repository for big data and the resulting 
analytics. Organizationally, it is an outstanding place to centralize and 
utilize data to assess innovations in their diverse forms.

In its most creative form, delivering growth means marshaling the tal-
ents, data, and inputs of millions of people worldwide. For instance, 
search engine Google can instantly poll millions of people and businesses 
whose websites link to each other. And companies from Procter & Gamble 
to LEGO Group use Internet-powered services to tap into the collective 
beliefs of employees, customers, and outsiders, which are then used to 
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transform their internal operations and product development activities. 
Procter & Gamble now gets 35% of new products from outside the com-
pany, up from 20% a few years ago. That has helped boost sales from R&D 
by 40%.

LEGO uses the Internet to identify its most enthusiastic customers to 
help it design and market more effectively. After a new locomotive kit 
was shown to just 250 train fans, their word of mouth through social 
media helped the first 100,000 units sell out in 10 days with no other 
marketing.

Thus, growth means ongoing leadership that fosters innovation through 
collaborative relationships with customers and other constituents. It is the 
focal point in which data and ideas can be discussed from a variety of 
viewpoints through an organizational format of a cross-functional team. 
It also leads a company or group through continuous learning that can 
spur creative thinking whereby the accumulated data can be used to intel-
ligently prioritize objectives.

Clausewitz’s opening statement that “there is no higher and simpler law 
of strategy than that of keeping one’s forces concentrated … to be very 
strong: first in general, and then at the decisive point” is a potent strat-
egy for the allocation of resources. It is now more feasible than ever, with 
the availability of data analytics, to guide decision making and eliminate 
some of the risks. It is also a way to even the playing field against larger 
competitors.
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5
Initiate Speed to Maintain 
a Digital Advantage

The speed of innovation in terms of both its development and diffusion is 
faster than ever.

Klaus Schwab
Swiss professor and digital industry analyst

In a digital world where decisiveness, action, and surprise are the ingredi-
ents that contribute to the successful outcome of consumer and competi-
tive campaigns, the above comment is a direct and succinct affirmation for 
utilizing speed in all activities. The pace at which activities and actions are 
set in motion appears to hit numerous parts of the business. Noteworthy 
firms that have embraced speed in all its aspects include Facebook, 
Amazon, and Alphabet. Yet, there are few firms worth mentioning where 
deferred or delayed actions have been successful, especially when operat-
ing in a highly competitive marketplace.

That said, procrastination is outright dangerous and contrary to the 
intent of what algorithms, big data, and data analytics are supposed to 
achieve. However, the reality does exist that firms are burdened with 
embedded organizational issues, such as a sluggish corporate culture that 
tolerates drawn-out deliberations, cumbersome committees, long chains 
of command, and a general practice of indecisiveness that stalls action. 
And even where the much touted movement toward collaboration is uti-
lized, there are built-in delays, as documented in a survey of more than 
23,000 employees that reports “60 percent of employees must consult with 
at least 10 colleagues each day just to get their jobs done.”

As a result, the organization is unprepared to benefit from what big data 
has to offer. Moreover, from a leadership point of view, there is the potential 
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damage that prolonged efforts have on staff morale. Their interest is often 
diverted, enthusiasm is erased, and the high level of positive expectancy is lost.

Should malaise and complacency creep in, there is the troubling issue 
of alert competitors taking advantage of the time gap and moving in to 
exploit the opportunity. Such was the case of Levi Strauss.

Levi Strauss & Co. makes one of the most recognizable clothing items 
in the world: jeans. Founded in the nineteenth century, it is the creator of 
that popular category of clothing, which remains the basic apparel for tens 
of millions of individuals worldwide. However, even with such a proud 
legacy, it turned into a desperate problem for Levi.

With the ongoing trend of vast numbers of individuals wearing jeans, 
the inevitable parade of competitors followed, such as Lee and Wrangler, 
as well as an evolving number of others trying to cash in on the continuing 
movement. Predictably, intense competition struck heavily at Levi, with 
the outcome that its $7.1 billion in 1996 sales plummeted to $4.2   billion 
by 2003. Over the next decade, sales rose only marginally as the San 
Francisco–based company attempted a turnaround.

What were the underlying problems? First, within the marketplace, Levi 
faced more aggressive competitors and a deteriorating retail environment 
where both shopping mall traffic and industry-wide denim sales contin-
ued to fall. Second, within the organization, an obstacle existed whereby 
Levi’s design team was late in latching onto key trends, such as colored 
denims for women and more tailored jeans for men. Third, data revealed 
that females were the more frequent buyer of jeans, yet the company had 
the smallest share of that lucrative buying group.

Then other internal problems surfaced, such as a lack of managerial 
discipline and an inability to correctly identify decisive points on which 
to concentrate, such as the above-mentioned female segment. For several 
years, some senior-level executives, by their own admission, acted as if 
they had a monopoly on the denim market and gave little notice when 
young fashion-conscious individuals began trading in their Levi’s for 
more trendy styles offered by start-up rivals.

As one Levi executive pointed out, “We have one of the greatest brands 
in the world, but I think that there may have been periods where we 
thought the brand itself could carry us through thick and thin. There’s no 
question that we got complacent.” After further investigation, it came to 
light that the embedded company’s culture had created a working envi-
ronment of complacency, which resulted in indecisiveness, followed by 
delayed actions.
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CEO Chris Bergh subsequently formed new teams that addressed 
numerous issues by initiating programs to control costs, improve inter-
nal communications, revitalize morale, and cast off negative employee 
feelings that led to anxiety and fear. His priorities, then, were to rapidly 
invigorate the staff with a sense of competitive urgency to streamline 
operations, market the iconic Levi brand as the inventor of blue jeans, and 
reverse the sales decline.

Speed, then, is a recognizable advantage in today’s competitive environ-
ment. Yet it must be supported by leadership that integrates rapid move-
ment into the operating systems. For instance, it must align with the 
organization’s culture through an organizational design that encourages 
staff collaboration and fosters communication with a spirited staff. The 
endpoint is to hone a capability that reacts quickly to the outpouring of 
predictive analytics that signal opportunities in such areas as changes in 
buying trends, signs of unserved or emerging markets, and indications of 
competitors’ vulnerabilities.

MARKET, COMPETITIVE, AND CORPORATE 
CONDITIONS RELATED TO SPEED

From a leadership viewpoint, there are a number of diverse conditions 
that can affect your firm where speed of action would have turned around 
a negative condition.

First, attempting to recover lost market share, competitive position, 
and customer loyalty, as in the Levi Strauss example, is often costlier, 
time-consuming, and riskier than moving swiftly at the initial signs 
of declining sales. Also, the failure to react in a reasonable time period 
reaches deep into the organization and affects product development and 
the ability to react with the appropriate products at the right time. And 
if market data were available, the implications are that there was a lack 
of effective communications and a failure in leadership to turn the data 
into action.

Also affecting Levi was the reluctance by those within the organiza-
tion to make strategic changes in production or to adopt a new technol-
ogy, mostly due to objections centered on protecting the investment in its 
current technology. In all, there was a total miscalculation in missing the 
fashion shifts in the marketplace, especially in the female segment.
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Similar issues existed at Eastman Kodak Co. Thinking its name was 
protected by a renowned worldwide reputation and a solid public image, 
its overly confident executives lagged behind in switching to the industry-
wide movement of digital photography. When its leadership did respond 
to the change, whatever action Kodak attempted was too little, too late.

The illustrious company subsequently declared bankruptcy in 2013, at 
which time it reorganized and downsized into a fraction of its original 
size, exited its primary markets, and moved in an entirely new direction.

The irony is that Kodak saw the coming of digital photography. It is even 
credited with inventing the digital camera in 1975. In the end, however, 
Kodak’s management, like that of Levi, remained focused on protecting 
its old technology and stoically watched as its market presence declined. 
The result: An industry that is identified with Kodak and a company that 
pioneered and popularized photography relinquished it to aggressive and 
forward-looking rivals.

Second, where there is a cultural pattern resembling an apathetic, half-
hearted working environment, it is an invitation for a fast-moving compet-
itor to probe and exploit weaknesses and convert them into opportunities. 
The essential point is that when a company stalls and loses momentum 
and exposes itself to an alert rival, it takes a monumental effort to regain 
its footing and move forward. This pattern could also foretell problems in 
integrating algorithms and big data analytics into the decision-making 
process—and in implementing the decisions.

Intel is an example of such a situation. The company’s leadership had 
sufficient data to recognize an impending competitive crisis just in time 
to take rapid action. Initially, it had been caught off guard by the speed of 
the transition from sagging sales of PCs (in which it had boasted a leading 
position) to tablets and smartphones, which use lower-powered chips of 
different designs.

It immediately reorganized the firm and rapidly focused resources on a 
single dominant objective: move rapidly to latch onto a prevailing indus-
try trend by redirecting its product line to focus on mobile devices to gain 
a leadership position in that segment of microchips.

Underscoring Intel’s reorganization was management’s awareness 
that its situation was more than just an external market condition and 
more than some random incident. Consequently, what followed was for 
management to go through an intense problem identification phase that 
resulted in the company’s reorganization and a new management team to 
identify and root out endemic obstructions that created the predicament.
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Third, speed is a factor in preventing a product from becoming a com-
modity, and even avoiding irreparable harm to a company’s reputation. 
Inevitability, a product moving up the curve of its product life cycle will 
reach maturity, accelerated in many instances by competitors plowing in 
with innovations. Some innovations often extend the sales life of a product 
in entirely new directions, whereas other parts of the product category are 
commoditized. In many cases, you can delay the dire outcomes through 
continuous improvement and thereby forestall plateauing for longer peri-
ods of time. These market conditions were highlighted in the previous 
examples of Levi Strauss, Kodak, and Intel.

The central point is that you now have such tools as predictive analytics 
to drive product research, whether it is with new-to-the-world products, 
additional features to existing products, new applications of the product, 
or simply cosmetic changeovers. It is speed of reaction that can contribute 
to extending the sales cycle of the product or service.

In its most fundamental application of speed to prevent the further 
downward slide of its services and revenues, the U.S. Postal Service (USPS) 
has become an extension of Amazon’s delivery network. As of 2014, the 
USPS made an estimated 40% of Amazon’s deliveries. With the troubled 
USPS looking for additional utilizations of its vast services, Postmaster 
General Megan Brennan calls the move “just leveraging our infrastruc-
ture.” She is transforming the USPS into a technology-supported delivery 
service for the e-commerce era, thereby beginning a new services life cycle 
using its enormous resources of sorting centers, delivery trucks, and hun-
dreds of thousands of personnel.

Such a makeover for the USPS means hauling more packages and fewer 
letters. And it does so by designing customized service solutions to a 
variety of organizations. For its corporate customers, timely and efficient 
distribution is the bedrock requirement. Losing a position within a well-
organized supply chain creates a break that is sure to be filled by a rival 
firm. Thus, recognizing that need, the USPS promises its corporate cus-
tomers that it will make timely delivery at almost any hour of the day, 
including Sunday, nationwide.

For the USPS and others, speed adds vitality to a company’s operations 
and serves as a catalyst for growth. It tends to elevate employee morale 
and energize an entire organization or group. And where an organiza-
tion’s product strategy integrates speed with the infusion of big data ana-
lytics, it is in a better position to secure a competitive lead. This point has 
been implied and clearly stated numerous times up to now. Consequently, 
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before your competitors preempt you, it is in your best interest to integrate 
digital technology to gain and sustain an advantage.

There is still one more set of conditions related to speed that should have 
your attention: how effective you are in responding to market opportu-
nities and competitive threats. Specifically, such issues are illustrated by 
the problems experienced at several high-profile retail chains: J. Crew, 
Aeropostale, Ann Taylor, and Gap. They all suffered market share losses 
and profit-draining write-downs, which collectively resulted in hundreds 
of store closings.

The central issue underlying the damages was the inability for those 
retailers to respond fast enough to changing consumer needs. On aver-
age, they took nine months to get a product to market. That is twice as 
long as the response time of fast-moving and -growing organizations like 
Sweden’s H&M, Spain’s Zara, and Japan’s Uniqlo. Finally, recognizing that 
speed to market is the strategy that correlates with one of the major advan-
tages of big data analytics, Gap and the others adopted newer, quicker, and 
more flexible manufacturing models—to get up to speed.

IMPLEMENTING SPEED

The guidelines outlined in the following subsections can assist in imple-
menting (or enhancing) speed within your organization.

Align Big Data with the Corporate Culture

This point was emphasized in Chapter 4, as well as in this one, and it is 
important enough to deserve a dedicated chapter (Chapter 7). The central 
idea is that your corporate culture is one of the key supporting connec-
tions that allows for the successful integration of big data into your every-
day operations.

As pointed out in the Intel case, culture guides how your employees 
think and react when entangled in a variety of competitive situations that 
require quick reaction. A supportive corporate culture drives forward- 
looking business decisions, generates customer loyalty, and ignites employee 
involvement in obtaining meaningful impact from big data.
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Require Managers at All Levels to Submit 
Proposals Based on Data Analytics

It is in your best interest to immerse managers at all levels, including those 
in everyday contact with managing sales territories and product lines, 
into submitting proposals for market-expanding and revenue-generating 
opportunities. The key point: These proposals should be specific recom-
mendations based on the output of data analytics.

If the recommendations are approved, they would be incorporated into 
the respective manager’s business plan. Utilizing this approach would 
then filter through several layers of the organization and involve numer-
ous managerial levels in implementing speed.

At General Electric, a similar procedure is used for its C-suite execu-
tives. Known as “Imagination Breakthrough” proposals, each executive 
must submit at least three per year for evaluation and possible funding. 
The criteria for submitting the proposals must include taking GE into new 
lines of businesses, geographic areas, or customer groups.

Reduce the Chain of Command and Increase 
the Speed of Communications

Collaboration is the objective. What follows is establishing cross-functional 
strategy teams that bring about multiple perspectives and heighten the 
chances of integrating algorithms and data analytics into strategy dis-
cussions and business plans. (The duties and responsibilities of a cross- 
functional team are shown in Chapter 4.)

Communications is central to your leadership effectiveness. From a 
broad point of view, effective communications provide consistency and 
positive reinforcement that can influence employee behavior, strengthen 
a team culture, revitalize morale, and cultivate an entrepreneurial 
mindset.

From a specific viewpoint, you have the opportunity to inspire teams 
through personal contact, or reach entire groups using internal com-
munications networks. In either approach, you could recount successful 
stories where data analytics were used. There is yet another benefit of a 
strong internal communications network, namely, to report changes in 
the character of your markets in terms of your customers’ demographic 
and behavioral characteristics.
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Maintain Reliable Market Intelligence

Even where data analytics is utilized in your organization, you and others 
in your group should still get actively involved in doing your own grass-
roots, hands-on intelligence gathering. Depending on your role in the 
organization, it is highly useful to make customer visits with salespeople. 
You thereby get multiple points of view about the changing character of 
the markets.

You also have the opportunity to observe close-up your competitors’ 
marketing practices and see how they are viewed by your customers. Then 
you will be in a prime position to compare and, if necessary, adjust your 
own strategies.

There is one further issue of importance: through your personal involve-
ment, you become more knowledgeable and are apt to ask more insightful 
questions, for example, when presented with information about how algo-
rithms are developed. This approach is summed up with the sage com-
ment by a former president of the American Management Association, 
“Don’t expect what you don’t inspect.”

Uphold Your Indispensable Role as a Leader

As an extension of the above, that means understanding the gradations of 
the marketplace, which consist of two zones of activity: first, knowledge 
about your customers and an understanding of the depth of your firm’s 
relationships with them, and two, your ability to profile the actions of your 
primary competitors and know how to develop competitive strategies.

Within the organization, your roles require that you work with the best 
data available and act boldly, with speed. Even where some facts may be 
lacking and there is a veil of uncertainty coupled with periods of appre-
hension, you must rely on intuitive guidance, your years of experience, 
and your base of knowledge to make decisions.*

As for upholding your role as a leader, it is useful to gain insight about 
your fundamental personality traits. It is axiomatic to desire strong-
minded, confident, and decisive character traits, although these may not 
always be present at the level you wish. Notwithstanding, courage, dis-
cipline, and determination are essential qualities for effective leadership. 

* General and former secretary of state Colin Powell indicates that 60% of the available information 
should be sufficient when a decision is required and action needed.
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And of necessity, these qualities must be consciously employed until the 
other personality traits are strengthened.

As for intellect, certainly intelligence is important to function effectively 
in a complex technology-driven world. However, it is not a substitute for 
courage. There are ample numbers of brilliant managers in organizations 
who simply do not have the fortitude and boldness to act decisively. It is 
for you to arouse the inner feeling of courage and then act.

Beyond self-motivation, your indispensable role is to unlock the creativ-
ity and vigor of your staff and keep them motivated to fit the accelerated 
pace offered by data-driven opportunities.* U.S. Steel, for example, was 
once the world’s largest steel manufacturer, as well as the world’s largest 
company. However, that was before global overcapacity in the steel indus-
try led to a significant rise in steel imports to the United States. Then, there 
were other factors, such as replacing steel with various new-age materials.

Now in the midst of a turnaround, the century-old company is attempt-
ing to grow through innovation based on finding solutions to custom-
ers’ problems within the framework of what the company produces. For 
instance, part of the innovation process is utilizing digitization to simu-
late processes, embedding sensors into materials to capture temperatures, 
pressures, and other information.

It is relying on data to provide correct decisions. “In today’s world, you 
can die just by the amount of data that gets dumped on you. You have to 
prioritize what’s really crucial and important and then apply judgment to 
how you go about doing it,” declared CEO Mario Longhi.

BARRIERS TO SPEED

A slow-moving, plodding organizational structure can be a major deter-
rent to speed. It results in drawn-out efforts that divert interest, diminish 
enthusiasm, and depress morale. Similarly, a sluggish corporate culture 
that is out of tune with the rapid movements dictated by the digital age is 
equally out of step with fast-changing consumer tastes. This point is rein-
forced through the following company example.

Haier Group, the Chinese appliance maker, first considered entering the 
U.S. market in 1999. It did so very cautiously by turning out low-priced 

* For an all-inclusive review of leadership, see Chapter 1.
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niche appliances like mini-fridges for college dorms and small wine cel-
lars for city dwellers. Progress was slow, even though Haier built a manu-
facturing facility in South Carolina as a means of embedding itself in the 
marketplace. The company also attempted innovations, such as remote 
monitoring of its appliances’ functions via the Internet. Yet, it was stalled 
in presenting its product line to Walmart for almost a year.

All told, it has taken almost 17 years for Haier to reach a point where it 
was able to take a giant leap forward by acquiring General Electric’s appli-
ance unit, the second largest U.S. manufacturer of major appliances. Now 
with an important brand name, a loyal customer base, and a solid distri-
bution network, the expected breakthrough began taking place.

There are numerous reasons that can derail efforts to implement speed, 
even where there is intense desire in the C-suite to move with greater agil-
ity. Staff relationships may be strained, so that there is little or no trust 
that employees have the skills, discipline, and capabilities to handle a big 
forward move.

The needed component for implementing speed—a willing and spir-
ited staff—is absent. It also means the best-laid plans, the most ambitious 
goals, and the most audacious business strategies are not going to work 
with inexperienced employees who lack the essential business and psycho-
logical competencies.

Also, if they do not display at least a moderate level of discipline, or if 
they cannot demonstrate an aptitude for the job, the organization is in 
deep trouble. The reason: Discipline, training, morale, and skill form the 
underpinnings of speed.

That requirement ties to yet another contributing factor to support speed 
and the push for performance: the amount of time an individual stays 
in one position. “There is kind of a natural evolutionary process where 
at some point people have been here a long time and they go off and do 
something else. That’s healthy for an organization,” explained a C-suite 
executive of a large bank.

What’s behind that statement? First, speed of reaction is needed at the 
lower echelons—from field personnel through midlevel managers—so 
that they can adapt quickly to the unexpected with alertness and drive.

Second, success in the marketplace is an ongoing process consisting of 
several campaigns. Thus, it is the job of leaders to identify and expand on 
market opportunities. These may have been initially highlighted through 
the resourcefulness of junior managers, especially among those with 
hands-on access to market data. Providing there is enough initiative, they 
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are the ones who can see the point for taking rapid action, even where 
senior executives are reluctant to make a commitment.

Third, long training and extended time at one job level may make man-
agers experts in execution, but such expertise is bound to be gained at 
the expense of fertile ideas, originality, and flexibility—the essential ele-
ments for swiftly meeting the day-to-day demands of the marketplace. 
Midlevel managers, therefore, should demonstrate those qualities needed 
for speedy reaction. This is particularly relevant as the scaled-down orga-
nization takes hold and field personnel begin taking responsibility for on-
the-spot decisions.

Consequently, from a leadership viewpoint, if you acknowledge that 
speed is essential to successful performance, it is your responsibility to 
maintain an environment where knowledge, training, and discipline are 
ongoing activities.

The categories outlined in the following subsections indicate the most 
common barriers or deterrence to speed.

No Confidence by Employees in Their Leader’s 
Ability to Make Accurate Decisions

This is especially problematic when confidence reaches such a low point 
that employees do not trust in their leader’s ability to determine a proper 
course of action. It is incumbent on that individual to get to the core of the 
problem and find out what is driving such opinions.

The situation becomes an intolerable barrier not only for speed, but also 
for pursuing any action at any pace. The dire outcome can cause morale 
to deteriorate and place the business unit or company in an unrecoverable 
situation.

If the leader is confident that the course of action is correct, it is up to 
that person to gather meaningful evidence, ideally from reliable data, and 
open face-to-face dialogue to explain the reasons for the strategy. That 
same platform could also set in motion a procedure for a collaborative 
approach to strategy development and a pathway to ongoing communica-
tions. Conversely, if the leader is incorrect in his or her opinion, that indi-
vidual should take immediate action by admitting the error to the staff 
and making every effort to recover the situation.

It is only speculative at this point to wonder how Haier’s employees 
felt about management’s 17-year-long effort before making a significant 
breakthrough in the U.S. market with its GE appliance acquisition. What 
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was the level of confidence employees had in their management’s decision 
making? Did morale suffer? Or, on the positive side, did Haier’s executives 
maintain an ongoing dialogue with employees to explain the strategy at 
every step in the long journey and thereby mitigate the problem of dete-
riorating morale?

Ineffectual Support from Senior Management

There are few encounters with management to equal the unsettling feeling 
of being cast aside by those in the C-suite—or, at best, given only marginal 
attention with an occasional meeting spiked with indifferent questions. 
Admittedly, in some situations a manager may relish the idea of being left 
alone to run his or her operation without interference.

However, assuming the business unit or product line is relevant to the 
welfare and advancement of the organization, then inadequate support 
and gaps in communication can signal deficient command and control. In 
turn, such a vacuum prevents senior management from providing timely 
support in such areas as approving additional funds to increase market 
share, shifting resources to secure a competitive position, or improving a 
supply chain network.

Then, there is the need for prudent guidance and support from manage-
ment on technology sharing, integrating data into new product develop-
ment, and personnel training. In some instances, however, correct direction 
is not provided. Such is the case with Honda leaders shaking up all levels 
of management when the company was plagued by an excessive number of 
recalls and problems in introducing too many car models too quickly, with-
out achieving market success. The ineffectual support from management 
abused the intent of speed by not providing adequate support across all lev-
els of the organization in the development and launch of new products.

Confrontations among Line Managers 
about Objectives, Priorities, and Strategies

Turf battles can create dissension and slow down the organization’s prog-
ress. This is especially so where managers of equal rank cannot resolve dif-
ficulties independently. It is therefore important for senior management to 
intervene at the appropriate time. In a multiproduct, multimarket orga-
nization, disagreement is typical and understandable, since most conten-
tious issues deal with power and the availability of resources.
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That means resources must be allocated among many business initia-
tives, all of which are vying for attention. Inevitably, some plans get short-
changed or receive an outright turndown from management. And even 
the winners suffer the effects of lost time that slows their efforts. Painfully, 
the lapse in time may give the edge to an alert competitor.

Notwithstanding that there are some leaders who feel internal compe-
tition is beneficial, where it interferes with implementing plans that are 
time-sensitive, there is little justification for allowing such controversy to 
boil over into adversarial relationships that stall operations.

A Highly Conservative and Plodding Corporate 
Culture Places a Drag on Speed

Here, again, corporate culture enters the scene. In this framework, it shows 
as one of the toughest barriers to speed. Yet, it is one that managers must 
face. If the culture is out of sync with the competitive environment, and 
if managers are not in a position to change the culture, they must adapt 
plans to the existing culture with the aim of moving as rapidly as possible.

At Royal Dutch Shell, a sluggish culture existed due to the joint British 
and Dutch management structure, which trudged along with two chair-
men and two executive committees. It finally took the courage of a new 
CEO to streamline the organization. One immediate priority was to speed 
up the “overly analytical culture,” which made it difficult for the company 
to land big deals in a timely fashion.

Lack of Urgency in Developing New Products 
to Deal with Short Product Life Cycles

The life cycle issue has a wide range of applications. For instance, in 
California’s Napa Valley, wine growers have used workers on foot or trac-
tors to apply nutrients and pesticides to the vines that produce grapes. 
Recognizing the cyclical nature of that business and the importance of 
timing, Japan’s Yamaha Motor has introduced drones equipped with 
onboard GPSs to precisely and rapidly spray chemicals on acres of vines. 
The aerial spraying can be done as much as five times faster than with 
tractors and is able to reach vineyards that are hard to reach with trac-
tors and backpack sprayers. There is also the human benefit in keeping 
individuals away from the actual location where the chemicals are being 
discharged.
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Then, as noted above, it would appear that Honda management was quite 
aware of the life cycle issue and the need to introduce new models at a rapid 
pace. However, it did not provide effective support, which resulted in prod-
uct recalls and failed product introductions. Yet the marketplace continues 
to react to the “new” in all products with predictable regularity. Where that 
basic knowledge is not fully internalized by management or acted upon 
quickly to clear away organizational barriers, results can be ruinous.

Fear of Hardline Competitors Can 
Damage Morale and Suspend Plans

Impressions can create perceptions, for instance, of actual physical 
encounters with competitors, so that the images, attitudes, or ideas the 
mind can conjure, believe, and then react to shape employees’ reality.

Such perceptions feed their emotions, which generate a set of attitudes 
and opinions. Some are correct, others distorted. That means people will 
choose to interpret and believe as doctrine through observation or the 
inevitable rumors—right or wrong.

What follows is that staff morale could flounder based on the slight-
est signs of what they perceive as a reversal. Such warnings could include 
failed performance of a new product, reduced profits, changing customer 
behavior, or competitors grabbing key customers.

Then, there are the sudden changes in management structure, the res-
ignation of a key executive, or the downsizing of operations that can send 
shivers through the employee ranks.

Who, then, are the new employees in this digital age? Specifically, who 
are the millennials who are being recruited, trained, and nurtured for 
today’s work and tomorrow’s leadership?

MILLENNIALS OF THE DIGITAL AGE

Born after 1980, various studies have generally profiled these individu-
als, labeled millennials, as those who have grown to adulthood during a 
global financial crisis. Many in the United States were loaded down with 
heavy school debts, faced with an unsettled corporate environment where 
numerous organizations stripped away benefits, and it was commonplace 
for various functions to move offshore.
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On the positive side, millennials are probably the most digitally con-
nected group with a natural affinity to technology. Typically, they are reg-
istered with one or more websites, such as LinkedIn, Careerbuilder, and 
Monster. Overall, they can be characterized as looking for a career that 
provides meaning and purpose in a troubled world.

Even with a somewhat generalized profile, how do you lead the cur-
rent generation of young digitally connected individuals? Are the classic 
behavioral and motivational theories, such as Abraham Maslow’s hierar-
chy of needs, Frederick Herzberg’s motivation-hygiene theory, or Douglas 
McGregor’s XY theory still valid?

The following section reviews these theories, followed by current leader-
ship techniques for your comparison.

Maslow’s Hierarchy of Needs

Maslow viewed people as basically trustworthy, self-protecting, and self-
governing, and when put to the test, they would come together and put 
forth their utmost efforts. Further, he believed that individuals’ innate 
tendencies are toward growth.

According to Maslow’s theory, there are five types of needs that must be 
satisfied before a person can act unselfishly. Table 5.1 shows these needs, 
which are arranged in hierarchical order and usually shown as a pyramid. 
The path is to satisfy one set of needs at a time, beginning with the physi-
ological need, moving upward to self-actualization.

TABLE 5.1

Maslow’s Hierarchy of Needs

Physiological needs: These cover the basic functions of comfort and maintenance of the 
body, such as food, drink, heat, shelter, sleep, and health.

Safety needs: These refer not just to physical safety and protection from harm, but also to 
such areas as financial security, employment, medical and legal assistance, and all means 
that maintain stability.

Belonging needs: These indicate the need for human contact: family, friends, relationships, 
teams, and general contact in society.

Esteem needs: These recognize the need for status, power, prestige, acknowledgment, 
respect, and responsibility. (Such requirements are provided to individuals in higher 
positions within the organization.)

Self-actualization needs: After all the previous needs have been satisfied, the top of the 
pyramid deals with the individual’s need to reach for his or her full potential and strive 
for individual destiny.
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Herzberg’s Motivation-Hygiene Theory

The most important part of Herzberg’s theory is that the primary motivat-
ing factors are embedded in the satisfaction gained from the job itself. He 
reasoned that to motivate an individual, a job must be challenging with 
sufficient scope for enrichment and interest. Motivators—often called 
 satisfiers—are directly concerned with the satisfactions gained from a job.

In contrast, a lack of motivators leads to overconcentration on what 
Herzberg called hygiene factors—or dissatisfiers—which form the basis 
for complaints. Table 5.2 presents the top six factors causing dissatisfac-
tion and satisfaction.

McGregor’s XY Theory

McGregor maintained that there are two fundamental approaches to man-
aging people, popularized as Theory X and Theory Y. Theory X tends to 
use an authoritarian leadership style. In contrast, Theory Y leans toward 
a participative approach. In today’s environment, Theory Y generally is 
accepted as producing better performance, in that it allows people more 
latitude to grow and develop in self-motivating surroundings. The two 
styles are contrasted in Table 5.3.

Now contrast the above theories with the actions that companies are 
taking to adapt to the incoming generation of workers who will be replac-
ing the baby boomers and generation Xers.

 1. Use digital tools and data analytics to routinely monitor and under-
stand day-to-day behavior of employees. Doing so adds greater pre-
cision to evaluations and thereby permits a better form for engaging 
them. Managers are then able to shape the job to the individual and 
the individual’s skills to the job, as well as guide types of training.

TABLE 5.2

Herzberg’s Factors Affecting Motivation

Factors Leading to Dissatisfaction Factors Leading to Satisfaction
 1. Organizational policy
 2. Quality of management
 3. Relationship with boss
 4. Working conditions
 5. Wages
 6. Interpersonal relationships

 1. Sense of achievement
 2. Level of recognition
 3. Intrinsic value of the job
 4. Level of responsibility
 5. Opportunities for advancement
 6. Status provided
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 2. Elevate internal communications to the highest level. The key point 
is that employees want to hear from those in the C-suite—and 
they want to do so rapidly with the ability to maintain two-way 
communication.

 3. Develop a proactive and open culture that allows individuals to 
experiment and flex their intellectual and, increasingly, diverse eth-
nic backgrounds.

In these brief descriptions of current actions, there are noticeable paral-
lels with the above classic theories. Today’s young workers can fit any one 
of the stages, from physiological to self-actualization, in Maslow’s hierar-
chy of needs. As for Herzberg, there are also suitable matches among his 
listing of satisfactions. And there is an excellent match with McGregor’s 
Theory Y, participative management.

In addition to these comparisons, there is still one major area that flows 
through all the theories and guidelines: communications.* With the grow-
ing trend of workforces combining staff, freelancers, and contract work-
ers, plus telecommuters across various divisions and geographic areas, 
keeping in real-time touch through an active communications channel 
has never been more urgent.

* See the Appendix.

TABLE 5.3

Contrasting Views of Theory X and Theory Y

Theory X (Authoritarian Management 
Style)

Theory Y (Participative 
Management Style)

• The average person dislikes work and 
will avoid it, if possible.

• People must be forced to work toward 
organizational objectives.

• Individuals prefer to be directed, look 
to avoid responsibility, generally lack 
ambition, and want security above all 
else.

• Effort in work is natural and enjoyable.
• People will apply self-control and 

self-direction in the pursuit of 
organizational objectives, without 
external control or the threat of 
punishment.

• Commitment to objectives is a 
function of rewards associated with 
their achievement.

• People usually accept and often seek 
responsibility.

• People use a high degree of 
imagination, ingenuity, and creativity 
to solve business problems.
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Consequently, inspiring employees, quasi-employees, and nonemploy-
ees has become more challenging than before. Motivating and directing 
them to continuously improve, perform, and grow becomes a major issue, 
especially for the digital worker. Thus, helping employees to understand 
the volatile changes that exist in a global and competitive market takes 
a good deal of leadership skill and sensitivity to alter their attitudes and 
behaviors. This is particularly so when the natural inclination is to shrink 
from the realities of an uncertain and inconsistent environment.

Therefore, your aim is to inspire individuals to make courageous save-
my-company, save-my-job efforts and turn potential defeat into victory. 
Accordingly, maintain a continuing humanistic awareness of the psycho-
logical effects on your business strategies—and on your ability to manage 
your subordinates.

For instance, if individuals are placed in a no-escape predicament and 
if faced with the bleak outcome of dismissal, there can be a fight-or-flight 
reaction. Instead, your role as leader is to utilize the utmost creativity to 
energize them to struggle out of the tight spot—if not for the sake of the 
organization, then for their own self-interest. Thus, a real or perceived 
threat can evolve into remarkable behavior among individuals, that is, if 
inspired by an energetic manager with a disciplined strategy for survival, 
followed by a plan for a burst of growth.

There is also a pragmatic truth that if employees are unaccustomed to 
the rigors of travel and long hours of work, they will worry and hesitate 
at the moment when levelheaded decisions are needed to handle tough 
competitive conditions. It is here that ongoing interactions can justify the 
investment of time and money to support an internal communications 
network.

What is needed is clear, uncluttered communications that convey infor-
mation about the strategic objectives of the organization, goals related to 
strengthening customer relationships, the long-term outlook for a tech-
nology’s impact on the market, and data about customers and competi-
tors. Then there are the tactical details that influence advertising, selling, 
and customer service objectives.

Communications, then, should be seen from the viewpoint of employ-
ees as intellectual assets that must be nurtured and developed. Thus, 
indispensable to acting with speed and decisiveness is an organizational 
culture that helps all personnel acquire a way of thinking and an orienta-
tion that is totally customer driven.
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Speed: A Core Rule of Strategy

Looking at the big picture, speed is one of the core rules of competitive 
strategy in the digital age. As for the global marketplace, the impact of 
speed is evidenced by how companies prioritize their long-term objectives 
and how they see their competitive standing.

In summary, if you move with persistent speed, you can significantly 
improve your chances to secure a competitive lead. Apply speed in the fol-
lowing ways so that your timing preempts competitors’ moves to frustrate 
your efforts:

• Explore opportunities to cut costs for you and your customers.
• Investigate strengthening quality assurance and introducing new 

warranties related to product performance and reliability.
• Speed up internal communications and decision making, particu-

larly where it involves approval of products and services that are 
time-sensitive.

• Track product life cycles for possibilities to replace products or sys-
tems and introduce new product applications.

Thus, where speed is coupled with decisiveness, action, and surprise, 
sufficient force exists to sustain momentum to take on opportunities.
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6
Activate Indirect Maneuver 
to Create Surprise

Pure intuition without any data gets you in trouble.

Marvin Ellison
CEO, JCPenney

(from Wahba, 2016)

The previous two chapters within this competitive strategy section dealt with 
concentration and speed as essential steps toward maintaining a digital advan-
tage. This chapter focuses on the use of maneuver to activate a business plan’s 
strategies. Maneuver is understood to combine direct and indirect approaches. 
To provide some perspective for you to internalize the full meaning of these 
two approaches, reference is again made to their historical foundations, which 
stem from their military roots. Consider the following enhancing references:

There are not more than two methods of attack: the direct and the indirect. 
Yet these two in combination give rise to an endless series of maneuvers. 
The direct method may be used for joining battle, but indirect methods will 
be needed in order to secure victory.

Sun Tzu
Ancient Chinese military general, strategist, 

and philosopher (c. 544–496 BCE)

History shows that rather than resign himself to a direct approach a Great 
Captain will take even the most hazardous indirect approach. He prefers 
to face any unfavorable condition rather than accept the risk of frustration 
inherent in a direct approach.

Sir B. H. Liddell Hart
Distinguished military historian (1895–1970)
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The direct and the indirect lead on to each other in turn. It is like moving in 
a circle; you never come to an end. He who knows the art of the direct and 
the indirect approach will be victorious. Such is the art of maneuvering.

Sun Tzu

How, then, are the indirect versus direct approaches applicable to acti-
vating strategy and implementing a business plan?

One of the primary principles underlying the indirect approach is that, 
where possible, you avoid a costly direct confrontation with a competitor. 
Rather, your strategy would circumvent your rival’s strong points of resis-
tance by means of maneuvers. At the same time, your aim is to serve the 
current and evolving needs of your markets.

Applying an indirect approach as a strategy operates in three dimen-
sions: First, the strategy is anchored to a line of action whereby you apply 
your strength against a competitor’s weakness. The essence of the move 
is to maneuver so that your rival lacks the capability to challenge your 
efforts.

Second, concurrent with activating indirect moves against a competi-
tor, you focus your attention on serving customers’ needs or resolving 
their problems in a manner that measurably outperforms those of your 
competitors.

Third, your aim is to achieve a psychological advantage by creating an 
unbalancing effect in the mind of the rival manager. That is, by means of 
distractions and false moves, you make it appear that you are launching 
your effort directly at the competitor’s strengths, whereas your true pur-
pose is to target his vulnerabilities.

More precisely, the psychological effects of the indirect strategy seek to 
disorient the competing manager, causing him or her to waste time, effort, 
and resources in the wrong direction or, expressed differently, make costly 
and irreversible mistakes.

All three applications serve the strategic purpose of reducing any resis-
tance leveled against your efforts. Yet it is the psychological effect that has 
the greatest effect on the outcome if a competitive confrontation. Look at 
it as an encounter of manager against opposing manager, mind against 
mind. It is your experience and skills pitted against those of your opponent.

The following references further solidify some of the psychological 
properties that impact maneuver. U.S. Air Force colonel John Boyd, in the 
1960s and 1970s, shaped his ideas into a formula that has influenced the 
development of modern-day strategy.
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He summed up his views as the “OODA loop,” which stands for observa-
tion, orientation, decision, and action. The parallels begin to take form for 
conducting business in the digital age when you consider that the OODA 
sequence starts with observation. Thus, looking at the marketplace means 
observing through the wide lenses afforded through big data. That leads 
to the next stage, orientation, which allows for data analytics to assist in 
making decisions, and then taking action. Boyd indicated that the OODA 
loop applied to any situation in which it is necessary to keep or gain the 
initiative.

Another integral part of Boyd’s concept is that the aim of maneuver is 
always to disorient the opponent. That condition reflects in an individual’s 
inability to clearly and quickly grasp an evolving situation. For instance, as 
an evolving competitive situation develops more quickly than anticipated 
and in unexpected ways, it can cause a kind of mind paralysis, which leads 
to stalled indecision. Boyd’s ideas had wide appeal in that they resonated 
with individuals using varied approaches to strategy development, such 
as supporters of statistical analysis and those who take a broader, more 
visionary strategic view of a situation.

In practice, Boyd acknowledged that there is physical contact with an 
opponent, but he focused strongly on the psychological element to gener-
ate surprise by introducing ambiguity, mobility, and deception into the 
encounter. To do this, he stated, “We must make decisions and act more 
quickly than the opponent to … keep him off balance.” This unbalancing 
idea formed into what Boyd called a “primary objective” of breaking “the 
spirit and the will of those opposing by creating unexpected and unfavor-
able operational or strategic situations.”

The lasting importance of Boyd’s concepts focuses on disrupting the 
opponent’s decision-making capabilities, thereby encouraging uncer-
tainty and confusion. Under his influence, systems were amended to take 
account of how data was collected, interpreted, and then communicated. 
By the time of his death in 1997, the revolution in information and com-
munication technologies was well underway.

This psychological dimension* as applied to maneuver states that the 
most important points are in the opponent’s mind. In turn, that exposes 
the human elements of positive emotions that help employees obtain 
favorable outcomes leading to achievement and success. Then, there are 

* The psychological dimension was discussed in Chapter 1 within the framework of the organization. 
Here, it is used as a major factor in maneuver.
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the negative emotions that produce fear, anger, stress, hostility, and anxi-
ety. Activated by maneuver and surprise, these undesirable ones form dis-
order to produce a mental dislocation and, if left unattended, lead to a 
kind of mental shutdown.

Such positive and negative emotions are ever present in the development 
and implementation of a business plan, and they contribute more than 
most managers suspect to the ultimate outcome of a competitive cam-
paign. Consequently, the state of employees’ emotions should be factored 
in as a powerful source of competitive advantage.

Supporting the psychological dimension are the following affirmations 
from other times and places in history*:

The psychological is to the physical as 3-to-1.

Napoleon

The final deciding factor of all engagements … is the morale of the oppos-
ing forces. Better weapons, better food, and superiority in numbers will 
influence morale, but it is a sheer determination to win, by whomever or 
whatever inspired, that counts in the end. Study men and their morale 
always.

Field Marshal Archibald Wavell

Pay heed to nourishing the troops; do not unnecessarily fatigue them. 
Unite them in spirit; conserve their strength. Make unfathomable plans.

Sun Tzu

Heart is that by which the general masters. Now order and confusion, brav-
ery and cowardice, are qualities dominated by the heart. Therefore, the 
expert at controlling his enemy frustrates him and then moves against him. 
He aggravates him to confuse him and harasses him to make him fearful. 
Thus, he robs his enemy of his heart and of his ability to plan.

Sun Tzu

What, then, are the key emotions that pertain to leadership and the psy-
chological dimension of maneuver that would impact your role as a leader?

* As in previous chapters, to gain the most from these statements, substitute such words as troops 
with employees, weapons with the traditional parts of the marketing mix, general with executive, 
and enemy with competitor.
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EMOTIONS

Maneuver unleashes streams of emotions that strike individuals in a vari-
ety of ways through complex patterns of physical arousals, inner feelings, 
and thoughts in response to significant situations. Typically, these result 
in surprise by introducing ambiguity, mobility, and deception into the 
encounter.

Also, emotions are greatly affected by the way leaders communicate, 
not only within the organization but also to the marketplace, especially 
during the opening stages of a campaign against a competitor contesting 
for the same market space. Such events have great emotional impact on 
behavior and attitudes on both sides of the encounter and are instrumen-
tal in deciding the eventual outcome.

Consequently, your ability to detect, assess, and control the emotions of 
your staff (as well as your own) is one of the predictors of success. Being 
able to read emotional cues in employees is a learned skill that can allow 
you to motivate them in ways that cause positive performance. It can 
release positive emotions of optimism, mood, and emotional resilience to 
persist under uncertain conditions.

However, one of the primary conditions that you must keep in mind is 
that in the event of a failed competitive campaign, blame should not be 
placed directly on any of your subordinates. The ultimate responsibility 
is centered on you as the leader. Instead, your thoughts should focus on 
uncovering the underlying causes or circumstances surrounding the out-
come. Once determined, changes are possible by redirecting your staff’s 
efforts on changing the strategy (see the list below).

Determining the Causes of a Failed Campaign
• Was the approaching competitive threat wholly unexpected, or 

could it have been avoided if there were a streamlined organi-
zation that permitted the flow of intelligence from the field to 
the right decision-making managers, who could have responded 
rapidly to the danger?

• Could a properly developed strategic business plan have averted 
the crisis and turned around the situation, assuming it contained 
a long-term strategic direction based on substantive data that 
included contingency scenarios that were not subject to the emo-
tional reactions of the moment?
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• To what extent did the staff internalize the seriousness of the 
conflict, which depended on astute maneuvers to neutralize the 
rival’s actions?

• Were key members of the staff—including sales staff—trained in 
incorporating data analytics into developing competent strate-
gies to turn around a negative situation by going on the offensive, 
and then defending what would have been won?

• Did cross-functional teams exist at various levels with respon-
sibilities to develop business plans? And did team members 
understand that their collective actions must complement the 
corporate culture for plans to succeed?

• Did management recognize and take into account how unex-
pected forms of market resistance, friction, and the vagaries of 
chance could bring a plan to a standstill, and did it grasp the need 
for agility as an essential component of management practice?

• Did the senior executives and line managers display the leader-
ship qualities that would inspire individuals, did they maintain 
the strength of mind at times of stress, and did they display the 
determination and boldness to move forward and implement a 
plan with a winning attitude?

• Did managers understand that a competitive crisis is not solved 
in a single campaign; rather, it is made up of a series of linked 
events, each leading to the next, so that one campaign should not 
be viewed with any sense of finality?

• To what extent did the organization and its personnel maintain 
unity even in crisis, so that it could support a turnaround with a 
competitive spirit and high morale?

• Did the managers fully comprehend an essential aim of strategy: 
to uncover those decisive junctures or focal points that would 
then become the primary objectives of a turnaround plan?

• Did the leaders understand the importance of identifying the 
ending point of the effort, that is, the point at which further 
expenditures of resources would be counterproductive?

• Was there a poststrategy in place to secure success by setting in 
motion contingency plans to actively defend a market position 
against a competitive attack?

As a leader, therefore, displaying positive emotions consistently is more 
likely to motivate those around you. And being able to bring out positive 
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emotions in your staff is indispensable to success.* There is yet another 
favorable outcome in that such an environment tends to enhance creativ-
ity and innovation, especially where there is an effective internal commu-
nications network (see the Appendix).

Conversely, in instances where negative emotions are prevalent, these 
can be traced to ineffectual leadership, an inability to develop effective 
plans, and insufficient resources. They show most often where employees 
display a lack of confidence in a leader’s ability to make timely and correct 
decisions. Worse yet, the negative attitude and behavior in one individual 
has an insidious way of infiltrating the minds and subsequent behaviors 
of coworkers. As such, they should be viewed as an urgent problem and 
handled immediately.

A failure to recognize and control emotional cues among staff can be 
detrimental within a team and progressively ruinous to the organization. 
It can cause interpersonal conflicts, result in missed opportunities, and 
lead to botched campaigns—all of which could have long-term negative 
ramifications.

The emotions discussed in the following subsections represent those 
that would affect your ability to introduce maneuver into your plan.

Anxiety

Anxiety is a type of emotion that individuals display when experienc-
ing an inner disturbance and is usually accompanied by visibly nervous 
behavior. Anxieties contain sensations of uneasiness, alarm, and worry. 
These often result from an overreaction to a future-oriented situation that 
is perceived by individuals as threatening. It is usually accompanied by 
muscular tension, restlessness, fatigue, and problems in concentration.

There is still a deeper form of anxiety tied to agony, dread, terror, appre-
hension, feeling tense or jumpy, anticipating the worst, and irritability. 
Any of these are hardly states of mind you want your employees to experi-
ence when getting ready to launch a competitive campaign.

Frustration

Frustration is a common emotional response to opposition. It comes about 
from some form of resistance to fulfilling an individual’s will or desire. So 

* At this point, it would be useful to review Chapter 1.
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the greater the perceived obstacle, the greater the frustration. Causes of 
frustration may arise from internal conditions, such as interference with 
some individual’s personal long-term career goals, or with more immedi-
ate concerns about obtaining a promotion and making more money.

Then, there are external competitive situations of running into unex-
pected roadblocks due to start-up competitors interfering with key parts 
of a business plan. Some problems may be within a manager’s ability to 
resolve, and if handled swiftly, the frustration is short-lived. Others may 
reach beyond the company’s capabilities, especially if the problem deals 
with government regulations and the like.

And as the problems lengthen and build, so too do the levels of frustra-
tion deepen. Again, early detection of the causes of frustration is vitally 
important. At that point, it is essential to communicate openly and explain 
the full situation to the staff. Then, seek their active involvement to resolve 
the issues—or find creative maneuvers to circumvent the problem and 
neutralize the obstacles.

Stress

Stress is a reaction to an event that causes an individual to feel endan-
gered or vulnerable. The severity of the stress depends on the nature of the 
event and the individual’s reaction to it. Whether real or imagined, the 
body responds with a reaction that affects the mind, body, and behavior 
in many ways.

From a psychological viewpoint, the symptoms can appear as poor 
memory, inability to concentrate, poor judgment, excessive worrying, 
moodiness, agitation, or the feeling of being overwhelmed. These symp-
toms in varying degrees create an unbalancing effect on a manager and 
consequently on his or her decision-making capability. In turn, there is a 
progressively negative effect on total performance.

These visible shifts in behavior also tend to trickle down from the 
affected leader to members of the staff who can easily see the changes in 
mannerisms. As an outcome, the leadership qualities of objectivity, calm-
ness, optimism, strength, and clear thinking are marginalized.

Fear

Fear is closely related to, but should be distinguished from, anxiety. The 
emotion of fear is caused by a perceived present and immediate danger that 
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occurs within an individual. Or it can be in anticipation or expectation of 
a future threat perceived as high risk. It is characterized by such changes 
in behavior as the fight-or-flight response, hiding, or getting into a frozen 
state of nonresponse. Thus, fear would appear as rational or appropriate 
and irrational or inappropriate. An irrational fear becomes a phobia.

During one time period in 2016, CEOs of major organizations cited 
their common fears, most of which were centered on economic issues such 
as crashing oil prices, manufacturing in a recession, tumbling profits, and 
falling stock prices. “Over my several decades in business, I’ve never seen 
this combination of sustained headwinds across most economies, com-
bined with high volatility across global financial markets,” declared Indra 
Nooyi, CEO, PepsiCo.

Fear of the unknown, fear of uncertainty, and unpredictability accel-
erate the symptoms of negative emotions. Fear, then, is a deeply rooted 
part of human nature and can be triggered in various forms and through 
numerous circumstances.

JCPenney provides a pragmatic example of these physical and psycho-
logical dimensions during the company’s tumultuous attempts at remak-
ing itself between 2012 and 2016. The main event began when former 
Apple retail executive Ron Johnson was brought in as Penney’s CEO to 
turn around the ongoing decline in sales, as well as reverse the company’s 
weakening market position.

He spent a year attempting to remake Penney’s into a high-style retailer 
of upscale merchandise. Johnson incurred huge debt by totally redesigning 
stores, replacing internal systems, and revamping marketing approaches. 
The result was a failure. Once-loyal customers fled in droves, sales nose-
dived, and Penney’s was crippled financially.

Then, in 2013 a former Penney’s CEO, Mike Ullman, was called back to 
salvage what was left of the company. His task was to return the store to 
its middle America roots and reverse the continuing sales slide, which he 
achieved with some success. In 2015, still another CEO took over, Marvin 
Ellison, with an urgent mandate to plug the stores’ countless leaks in oper-
ations, strategy, and technology, problems left over from the chain’s nearly 
fatal attempt to reinvent itself.

He immediately set in motion internal changes, such as relying on real-
time data to handle inventory and logistics and refining pricing deci-
sions. That meant building databases to better synchronize markdowns 
and promotions with changes in consumer demand. As a data enthusiast, 
his decisions were grounded to reliable information, which linked to his 
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overall strategic goal of full recovery to its celebrated past. These changes, 
in part, made up the physical dimension.

What of the psychological dimension? Where do employees’ emotions 
fit into the scenario? What were Penney’s employees feeling and think-
ing during the chaotic attempts at turnaround? What anxieties, fears, and 
frustrations were they experiencing? To what extent were their emotions 
taken into account during the times of executive turnover and the day-to-
day disruptive changes?

It now appears that Ellison displayed a greater awareness than the recent 
CEOs about employees’ psychological issues. It was during his first few 
months at the helm that he conducted more than 60 employee town halls 
and visited hundreds of stores, talking to managers and floor clerks. It was 
an all-out effort to establish face-to-face interactions with employees and 
recognize them as valued human capital, and vital to Penney’s recovery.

The essential point: Anxiety, worry, fear, anger, insecurity, doubt, inde-
cision, stress, and threats relate to activating indirect maneuver. In the 
hands of an effective manager, emotions serve as an active competitive 
weapon. As such, they should be an integral part of every competitive 
strategy.

ACTIVATING AN INDIRECT MANEUVER

Activating an indirect maneuver is anchored to three fundamental points: 
(1) thinking strategically, (2) destabilizing the competitor, and (3) seek-
ing areas of differentiation. In practice, maneuver consists of interlock-
ing physical and psychological forces to circumvent a direct confrontation 
with a competitor, since marketplace fighting is not the aim of strategy. 
Rather, its purpose is to achieve a series of strategic and tactical objectives, 
such as nurturing the continuing growth of the market and occupying 
a profitable and sustainable position in a market segment, in addition to 
achieving an organization’s specific goals.

Thinking Strategically

Ellison’s initial order of business after coming on board as CEO was 
straightening out Penney’s day-to-day operational and merchandising 
issues. For him, thinking strategically meant developing maneuvers that 
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would have a long-term effect on restoring the retailer’s position in the 
marketplace. Ellison initially followed three pathways: First, regain cus-
tomer loyalty. He started by installing data-driven processes to manage 
inventory better, so that in-demand products would always be in stock 
with the aim of satisfying customers’ immediate needs. Ellison also intro-
duced a variety of new services and product lines to entice them to remain 
in the stores for longer periods of time and spend more.

Second, build on private labels. In addition to its in-house brands like 
St. John’s Bay and Liz Claiborne, Ellison began building on its clothing lines 
by adding big-and-tall and plus sizes. As important, he hastened to install 
data-driven systems to shorten production cycles and bring popular styles to 
stores faster, thereby engaging more fully at the leading edge of fashion cycles.

Third, use smarter shopping technology. Ellison moved rapidly to catch 
up and, if possible, exceed other retailers by enabling same-day in-store 
pickup of online orders, improving its website, and overhauling its shipping 
app to make it easier for in-store customers to find discounts and deals.

However, from a macroviewpoint, strategic thinking forms the underpin-
nings of strategic planning in that it aims to generate more expansive ideas, 
concepts, and innovations that shape longer-term objectives and strategies. 
And where strategic planning is a formal process that takes place periodi-
cally, within the context of this chapter, strategic thinking is an ongoing 
mental activity that seeks creative indirect approaches to maneuver.

Thinking strategically also spans time and space. That is, it transcends 
global borders and regional markets and steers the mind to think of 
broader strategies and precise tactics. Within that space, there are also the 
pragmatic considerations of how to outthink, outmaneuver, and outper-
form existing and emerging competitors.

BMW, the luxury car maker, illustrates the far-reaching consider-
ations related to strategic thinking. The company had to figure out how to 
maneuver through the biggest disruptive challenges facing transportation 
since the early days of the horseless carriage: autonomous driving, electri-
fication, and car sharing.

Beyond those were the entirely new changes in competition. BMW faced 
off against some of the tech world’s most powerful companies: Google, 
Apple, Tesla, and numerous start-ups that were investing billions to build 
electric, self-driving cars made of lightweight materials that could reduce 
greenhouse gas emissions and air pollution. Also competing were the 
traditional auto manufactures that were beginning to react at their own 
speed to the changing industry.
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And the competition did not end with those companies. BMW opposed 
still another kind of rival, Uber, which was aligning with the market’s 
changing demographics and shifting market behaviors. The car-hailing 
company partnered with robotics experts at a major university to design 
a self-driving vehicle. The maneuver aimed at a somewhat different goal 
from other organizations in the autonomous field. Uber envisioned a time 
when there was an end to private car ownership. The vision extended to a 
period when Uber would have a fleet of autonomous vehicles ready to pick 
up passengers whenever and wherever they liked.

What, then, are the predictive changes and trends compelling you to 
think strategically and envision maneuvers that would point you to the 
future? Consider the following issues and then add your own industry, 
company, and competitive concerns to the list:

• Intensifying competition from developing countries continues to 
worry many executives and prompts them to devise fresh strate-
gies to respond to competitive prices that often range from 30% to 
40% below prevailing market pricing. Then, shifts in energy sources, 
human rights concerns, and higher wages in those countries that 
originally offered low-cost manufacturing have forced fresh strategic 
thinking about the future.

• New flexible manufacturing techniques, digital breakthroughs, and 
advances in three-dimensional printing, for instance, convinced 
even the most cautious executives about vast new opportunities and 
competitive advantages for developing and distributing specialized 
products and services targeted to dissimilar customer groups.

• Shifting behavioral lifestyles influenced marketers to focus on how 
different groups live, spend, and act—all of which are continuously 
being highlighted by social media and influenced by diverse politi-
cal, economic, and cultural movements.

• Shortening product life cycles due to the proliferation of new prod-
ucts and the continuing flow of dazzling new and affordable tech-
nologies convinced executives to probe emerging or previously 
unserved market segments. In turn, those circumstances triggered 
even greater efforts to push for faster, cheaper, and energy-efficient 
products.

• Continuing pressures to improve profitability and productivity 
activated the pervasive movement toward downsizing, reengineer-
ing, and outsourcing. The result: A rush by many  forward-looking 
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executives to create market-sensitive organizations committed to 
total customer satisfaction. And with that movement, there came a 
demand for attracting the right type of people to managerial positions 
with the skills and experience to take on essential responsibilities.

• Disruptive technologies, skyrocketing progress in Internet commerce, 
cybersecurity, widespread industry regulations and deregulations, 
new sources of energy, alternative financial sources, and the expan-
sion of cross-ocean relationships in Asia and Africa created additional 
challenges for executives to think about, anticipate, and act on.

Strategic thinking, then, encompasses numerous issues. Yet to avoid being 
totally overwhelmed by their complexity, consider the following six-part 
process to activate your mind to think strategically about maneuver: First, 
focus on the leading-edge trends that would affect your core markets. Include 
peripheral regions that represent growth opportunities, as well as expose vul-
nerable positions through which competitors can attack you. As part of the 
process, rely on networks of information anchored to data analytics that can 
expand your vision and get you to think beyond your current boundaries.

Second, think critically about the information you receive through such 
outlets as seminars, industry sources, and the media. Even question the 
data and underlying assumptions of the algorithms as you seek to open 
your mind to new pathways of thought.

Third, as an extension of the above, integrate information from a variety 
of sources before prioritizing your objectives and committing resources. 
Look for convincing patterns among those multiple sources of data. Then 
verify your conclusions by matching them against the strategic direction 
of your plan.

Fourth, recognize that at some point, thinking strategically must con-
vert to action. The late management scholar Peter Drucker framed the idea 
succinctly as “all plans must deteriorate into action.” Thus, a proper bal-
ance is needed by thinking in terms of two zones of activity: first, respond-
ing to the changing needs of the marketplace, and second, staying alert to 
traditional and upstart competitors that want to upend your efforts.

Fifth, understand that any strategic thinking that reaches out in space and 
time must align with the operating culture of the organization. For instance, 
embracing disruptive technologies that aim to serve new customer groups is 
not likely to succeed within a self-satisfying, complacent culture. Either the 
culture changes or the expansive thinking shrinks. (The impact of culture 
on organizational performance has been cited in various chapters.)
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Sixth, communicate to all levels within your authority. Much has been 
said about internal communications in Chapter 5, and an implementa-
tion plan is included in the appendix. Continuing to strive for excellence 
by effectively communicating, motivating, and inspiring are qualities of 
excellent leadership.

Destabilizing the Competitor

The next underlying principle for activating an indirect maneuver is com-
bining the physical with the psychological elements to create a destabiliz-
ing effect on the rival manager. The physical forces consist of such primary 
areas of operation as the product mix, logistics, pricing, marketing, and 
various internal systems.

As noted above, however, it is the variety of psychological forces (recall 
Napoleon’s 3:1 ratio) in the form of diversions, distractions, maneuvers, 
devices, feints, and even misinformation, that would cause an unbalancing 
effect on the competing manager. Achieving such a destabilizing outcome 
heightens emotions within the opposing executive’s mind and influences 
him or her to look in other directions and arrive at faulty decisions about 
the actual situations.

In its most practical application, the question is, what effect would actual 
competitive campaigns have on the minds of competing managers? While 
personalities vary, a psychological effect of some sort does takes place in 
the form of stress, frustration, fear, or other negative emotions that con-
tribute to an unnerving effect, especially where there is an unexpected 
maneuver mounted with speed, boldness, and surprise.

Competitive campaigns that can potentially create a destabilizing 
effect take many forms, as noted by the following types of marketplace 
encounters:

Campaigns to reclaim a lost position in a market segment. Reclaiming a 
lost market position begins with determining what initially created 
the loss. Forging ahead blindly where there may have been lax leader-
ship, flawed strategies, or undisciplined and unmotivated personnel 
will probably lead to a replay of the original event. The psychological 
effects from failure would likely deepen. For example, Ellison’s chal-
lenge was to remain on red alert for changes in employees’ emotions 
as he maneuvered to reclaim Penney’s lost position.
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Defensive campaigns to retain a key market. Defensive campaigns enjoy 
a psychological advantage, as long as they are handled in an active 
manner and not as a passive defense. For instance, there are distinct 
benefits in understanding the nuances of market behavior, assuming 
the defender has sufficient systems in place to monitor behavior and 
predictive data to interpret and anticipate evolving trends. The major 
issue here is avoiding the complacent no-one-can-beat-us attitude 
that results in self-satisfaction.

  Therefore, defending a market position is never to be handled 
in a reactive manner. Rather, any pause should be considered time 
to assess strategy options and continue on the offensive to destabi-
lize the attacker. Thus, for the defending leader, the issue is to rec-
ognize the transition point when mindsets need to change among 
staff members from defense to a spirited offense. Stated another way, 
every defense must have an offensive element connected to it.

Preemptive campaigns to block a competitor’s entry. Moving aggressively 
to block a competitor’s entry entails a well-trained, highly motivated 
staff that is deft at interpreting incoming data. It also calls for an 
organizational design that is fluid enough to sustain a free flow of 
information exchanges, and which allows for maneuver with speed, 
agility, and surprise. Within such an organizational framework, the 
central points pivot on accurate data about a competitor’s intentions, 
effective leadership to unravel data and make correct decisions, and 
skilled employees to implement the preemptive campaigns to block, 
or at least downgrade, the competitor’s entry.

Campaigns related to joint venture obligations. Joint ventures, acquisitions, 
and various types of marketing relationships often require participa-
tion outside a company’s normal operating space. In such instances, it 
is the leader’s obligation to be alert to where those employees are frus-
trated about being pulled away from their work. That means maintain-
ing transparency and open dialogue to show the staff that a confident 
and collaborative approach is needed to fulfill obligations.

  That also means providing details of the partner’s overall strategy 
and why their willing cooperation is obligatory. In turn, it is use-
ful to remind them that they may need help at some future time. If 
appropriate, it is also worth prompting them to be alert to market-
ing, service, or technological applications that would be transferable 
to their own operation.
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Campaigns of opportunity. In today’s business environment, opportu-
nities can occur in many ways and at any time. They appear through 
predictive analytics or from media citing new trends. Such was the 
case of BMW described earlier that reset its strategic objectives and 
allocated substantial resources to match, and even exceed, the com-
mitments made by Google, Apple, and Tesla, as those companies 
moved at breakaway speed to develop autonomous vehicles.

  Such opportunistic campaigns tend to instill a sense of excite-
ment among employees as they attach themselves emotionally to 
the opportunity. Alternatively, a destabilizing effect can occur when 
advances shift from one organization to another due to any minor or 
major breakthrough. Thus, emotions change from negative to posi-
tive and are continuously in motion. As such, the instability of feel-
ings is an ongoing challenge of leadership.

Campaigns that expand into additional markets where there are embed-
ded market leaders. This type of campaign warrants skillful maneu-
ver. What should be avoided is any semblance of a direct approach 
against an entrenched competitor. Instead, attempt to circumvent 
the competitor through skillful entry maneuvers. See the follow-
ing list of classic company examples (see page 119). Such maneuvers 
require accurate market data, an emotionally stable staff, and com-
petent leadership that employs creativity, boldness, concentration, 
and surprise.

Campaigns to solidify an existing market positon and make it more 
defensible. This type of campaign was partially addressed above 
under “defensive campaigns to retain a key market.” The key point, 
here, is that some managers take on a false sense of security that 
their company’s strong market presence provides a sufficient defense 
against incoming rivals. What often results from such a passive atti-
tude is that vulnerable areas are exposed through which competi-
tors can enter. That was the case when Eastman Kodak did not pay 
sufficient attention to solidify its company’s position. That is, Kodak 
management did not move fast enough to deal with the changeover 
from film to digital technology.

  The irony is that the company saw the coming of digital photog-
raphy. It is even credited with inventing the digital camera in 1975. 
To the end, Kodak remained focused on protecting its old technol-
ogy and stoically watched as its market presence deteriorated. The 
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outcome? Forward-looking rivals took over a mass market that was 
once dominated by Kodak.

Campaigns into new markets, or new businesses, to support long-term 
strategic objectives. Moving into new markets requires a high level 
of maneuver to initially establish a foothold from which to expand. 
Systematic analysis is needed to seek out an embedded leader’s weak 
points in its product mix, pricing, marketing, or supply chain. It also 
means locating unattended market niches.

  Then, there is the instance of entering a new and emerging market 
opening with the recurring question: What are the advantages of being 
first in, second in, or last in? Numerous opinions exist. For those advo-
cating first in, the dominant reasons center on locking in key customers 
and forming solid relationships within the supply chain. Doing so also 
affords the opportunity for establishing a strong brand presence.

  For the second-in firm, the main points focus on letting the first-
in company make the heavy expenditures in developing the market, 
while observing and learning from the inevitable errors of the pio-
neering firm. For the last-in organizations, the reasons frequently 
focus on dealing with limited resources, cautious leadership, or a 
passive culture, which often means employing a niche strategy.

The following types of campaigns are variations of the above and tend to 
employ similar strategies:

• Campaigns by an aggressive competitor attempting to weaken a 
defender’s resistance

• Campaigns that are short-term tactical moves
• Campaigns that attempt to reverse declining sales and loss in market 

share
• Campaigns that intentionally make it costlier for the competitor to 

maintain a market presence
• Campaigns initiated by internal pressure to take some action.

What follows are classic company cases collected from past decades to 
illustrate parts of the above campaigns. The main point is that they used 
indirect maneuver to intentionally avoid costly direct confrontations with 
competitors. In so doing, they succeeded in bypassing the competitors’ 
strong points by means of clever movements.
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• German and Japanese automakers indirectly maneuvered into the 
North American automobile market with small cars during the 
energy crisis, a market essentially neglected by domestic manufac-
turers during the 1970s, and poorly served during the 1980s and into 
the 1990s. Once embedded, they expanded into full lines of cars cov-
ering all price segments of the market with resounding success.

• In a somewhat similar approach during the above time period, 
Japanese companies entered North America with small copiers that 
targeted small and midsized companies. Xerox, the acknowledged 
brand leader, instead focused on large companies with its large copier 
machines. Once entrenched, those new entrants developed a full line 
of copiers for all segments of the market. The maneuver unhinged 
Xerox, from which it has taken decades to recover.

• Dell Computer initially bypassed the traditional distributor channel 
through retailers and other intermediaries. Instead, it sold directly 
to the end user with a build-to-order strategy, which complemented 
its low-price approach.

• Apple Computer became a dominant factor in schools early on, spe-
cifically serving that segment with computer hardware and software, 
which was left vacant by IBM.

• Walmart originally avoided a head-on confrontation with market 
leaders by opening its stores in towns with populations under 15,000, 
which were totally ignored at that time by the leading retailers.

Should those organizations have taken a direct approach by challenging 
stronger competitors head on without sustainable advantages, they would 
have awakened their respective competitors to aggressively defend their 
markets. Under those circumstances, losses would have been enormous in 
terms of human, financial, and material resources. Instead, they developed 
plans and maneuvers that probed for unserved market niches with mini-
mal resistance from larger competitors, and where opportunities existed 
to eventually establish a foothold and expand into mainstream markets.

Overall, then, where there is little or no differentiation in product features, 
quality, performance, and service, or where there is no identifiable advantage in 
price, promotion, distribution, technology, leadership, or caliber of personnel, 
the result would likely result in failure. Thus, a company that moves directly 
into markets controlled by a competitor can exhaust itself before reaching its 
sales, market share, and profitability goals. And should the company achieve 
some minor objective through a direct effort, such as scoring minimal sales 
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or nominal market share increases, meager resources would remain to move 
forward and secure enough market share to reach profitable levels.

In summary, indirect maneuver consists of interlocking physical and psy-
chological forces that require strategic thinking, the ability to destabilize the 
competitor, and the creativity to identify areas of differentiation. The object is 
to circumvent direct confrontation, since competitive fighting is not the object 
of maneuver. Its purpose is to achieve a business objective, such as occupying 
a profitable and sustainable long-term position in a market.

Nor is it the mark of a successful executive to withstand excessive losses 
of capital and other resources that end up exhausting a company. Rather, 
it is the two-pronged effort of creating relationships and consummating a 
sale among customers as it fends off threats from competitors.

Referring again to other fields of endeavor where rivals are contesting 
ground or fighting to achieve success, there are clear-cut references to 
indirection that hold a large measure of wisdom:

For to win one hundred victories in one hundred battles is not the acme 
of skill. To subdue the enemy [rival] without fighting is the acme of skill. 
Supreme excellence consists in breaking the enemy’s resistance without 
fighting.

Sun Tzu

If we always knew the enemy’s intentions beforehand, we should always, 
even with inferior forces, be superior to him.

Frederick the Great

Thus, an indirect maneuver applies strength against a competitor’s 
weakness, and resolves customer problems with offerings that outperform 
those of your competitors. As for your competitor, your aims are twofold: 
First, achieve a psychological advantage by creating an unbalancing effect 
in the mind of your rival manager by distracting him or her into making 
false moves and costly mistakes. Second, create approaches as described 
in this chapter that would neutralize the rival’s capabilities to prevent you 
from achieving your objectives.

Next, integrate maneuver into your plans by engaging your staff, ideally 
through the focused energy of a cross-functional team, to open their minds 
to fresh ideas about innovative ways of developing such maneuvers. You 
thereby reduce the risks as you increase the chances of success, especially 
when going after market leaders, even where limited resources are available.
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�e Five Forces of Leadership Shaped by the Digital Age

Section III

Corporate Culture

The culture of a company to me defines how excellent it will be, how help-
ful it will be, how ambitious it will be, how innovative it will be. Everyone 
at Apple knows how deeply the culture of the company is ingrained. And 
in my mind the company wouldn’t nearly be where it is today without that 
strong culture.

Tim Cook
CEO, Apple Computer

(from Lashinsky, 2015)
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Apple’s Tim Cook treasured the culture created and nurtured by the late 
Steve Jobs. When he took over as CEO, he also knew that he would have to 
delicately massage the existing culture to subtly redefine Apple in his own 
image. In part, that meant keeping the core values that made the company 
great.

One highly visible change was Cook’s managing style of behaving more 
like a coach to his people and letting them get on with their work. Perhaps 
due to his primary work experience in operations, he wisely recognized 
that he was not equipped with the special expertise needed in such criti-
cal areas as product development, design, and marketing. This approach 
is opposite of Jobs’ pattern of impulsive micromanaging at virtually every 
point, from the conception of a product to its delivery into a consumer’s 
hands. Thus far, Cook’s style has resulted in a level of greater stability 
within the senior management ranks than had previously existed.

Cook’s leadership during his tenure has resulted in the Apple Watch, the 
large-screen iPhone 6 and its even bigger iPhone 6 Plus, and a new pay-
ment system, Apple Pay. Although Cook’s more reasoned and deliberate 
approach in leading Apple is substantially different from that of the com-
pany’s founder, his focus on developing innovative products and main-
taining a long-term strategic orientation is the same.

He also expanded on Jobs’ view of Apple’s culture when it came to 
training and innovation. To that end, Cook keeps in mind the critical 
importance of a cultural fit with those he hires. He revamped its existing 
in-house education unit, Apple University, to focus on helping employees 
think critically and remain open to new ideas that are the underlying con-
cepts that support his strong view of culture.
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Cook’s view of culture extended to how Apple stores interfaced more 
directly with consumers by hiring the former CEO of Burberry, Angela 
Ahrendts, to head the operation. Within that framework, it is fair to 
assume that Cook had access to the sophisticated logarithms, big data, 
and analytics to assure him that his decisions were on the right path. That 
is, he felt secure with the knowledge that technology was on his side.

What predictive power, therefore, does culture have over an organi-
zation that can support Cook’s dramatic statement that “the culture of 
a company to me defines how excellent it will be?” In turn, what can a 
strong culture mean to your group or firm?

Specifically, how should your organization’s culture interface with your 
role as a leader, given the rapid advancements in digital technology and arti-
ficial intelligence? What, then, is this amazing force called corporate culture 
that should form the underpinnings of an organization’s success or failure?

DEFINING CORPORATE CULTURE

Corporate culture defines the unique spirit of the organization. Lodged 
within its DNA are the behavioral patterns, ideas, history, traditions, and 
mannerisms that can drive it forward. Or it can leave the organization 
languishing in a dormant state, ineffectual against competitive threats. 
Culture goes deep and shapes how your employees think and react during 
competitive threats, or when faced with the many disruptive technological 
and marketplace forces.

Thus, culture forms the backbone of your business strategy. It is a gener-
ally accepted truism that the best business strategy will carry a horren-
dous burden with the strong risk of it not being implemented where there 
is a troubled, doubt-filled, and flawed culture. Whereas a similar strategy 
supported by the foundations of a healthy and inspired culture enjoys the 
greatest chance of winning.

Corporate culture seeps into every part of organizational life. It defines 
and delimits the types of strategies you can realistically undertake with-
out exposing your firm to excessive risk. Yet it affords you some measure of 
assurance that you will realize your objectives. “Very often you have to be 
willing to make a big move even before most of your advisers are on board. 
You have to be bold. And you need a culture that lets you figure out how to 
win even without a blueprint,” declared John Chambers, Cisco’s former CEO.
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Culture infiltrates the extreme boundaries of corporate performance, as 
shown by growth or retreat, viability or stagnation, or in its extreme, sur-
vival or bankruptcy. To grasp the underlying nature of your organization’s 
culture and to internalize what makes your organization tick is to foretell 
whether your plans have a reasonable chance of succeeding.

Accordingly, if you take the time to sort through the core values, deep-
seated beliefs, and historical traditions that shape your organization’s 
culture, you can control how successful you will be in running your oper-
ation. Such awareness is the primary step in formulating a digital strategy.

Doing so also strengthens your ability to engage the minds and hearts 
of the personnel who must take responsibility for its implementation. As a 
tangible outcome of that effort, you will be able to develop more exacting 
business strategies and tactics that can win in hotly contested markets.

The following visionary comments from heads of leading organizations 
illustrate these points:

A business can become stronger by making itself a community of people 
who share the same ideals and goals, the same corporate culture.

Hitoshi Mizorogi
CEO, Disco Corp.

Sharp has a heritage of creating one-of-a-kind products. It is part of our 
corporate DNA.

Tai Jeng Wu
President, Sharp Corp.

My personal credo of three Cs: Challenge, Create, Commit. I tell all my 
staff to approach life with a pioneer spirit—several steps ahead of the 
competition.

Masahiro Okafuji
President, Itochu Corp.

We have many challenges ahead of us, but perhaps our biggest challenge 
is the one we have created for ourselves. I mean growing Toyota into a 
company that truly matters to our customers, our employees, and to the 
societies where we live.

Akio Toyada
CEO, Toyota Motor Corp.
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ATTRIBUTES OF A HEALTHY CORPORATE CULTURE

Each organization’s culture has its own defined characteristics that give 
it a unique set of qualities that set it apart from other firms. Yet, when 
viewed from a leader’s perspective, these attributes combine to become a 
competitive form of differentiation that permit an organization or busi-
ness group to

 1. Respond more rapidly to changing market conditions than a rival, 
particularly during a digital transformation

 2. Exploit fresh opportunities with a bold and unified approach from 
the various functional parts of the organization

 3. Strengthen customer relationships as an ongoing corporate impera-
tive, especially where the potential power of data analytics is utilized

 4. Create innovative products and services based on a blend of creativ-
ity and emerging digital technologies

 5. Implement clever competitive strategies that employ the intensity of 
concentration, speed, and indirect approach

 6. Gain the initiative through high employee morale and effective 
leadership

 7. Sustain a disciplined staff that seeks personnel growth through 
ongoing training and support

Referring again to Cook’s opening comments that culture “defines how 
excellent [you] will be, how helpful [you] will be, how ambitious [you] will 
be, how innovative [you] will be,” these expectations pivot on the follow-
ing areas: beliefs and values and employee treatment and expectations. In 
turn, they influence organizational structure, applications of competitive 
strategy, and leadership.

Beliefs and Values

Fundamental to an organization’s beliefs and values is the total commit-
ment to customer satisfaction. There is certainly nothing startling about 
such a belief. It has been touted in every conceivable manner and shouted 
through every form of modern communications over several decades. 
The issue, however, is the level of commitment to such an ideal, and how 
deeply it is ingrained in the policies, actions, and mannerisms emanating 
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from the C-suite to the factory floor. And it goes beyond, to a commitment 
that has a physical and psychological interface with a satisfied customer 
who ideally returns another day to transact business.

Consequently, this belief stands out and fits the cultural pattern of high-
performing organizations. It is one that should permeate the entire orga-
nization. One of the ways to systematize such a commitment is to form 
cross-functional, multidisciplinary teams at various levels of the organiza-
tion. Team members can then readily share data and collaborate in prob-
lem solving that brings together their best thinking.

Doing so also tends to trigger meaningful dialogue that results in a col-
lection of new ideas that emerge from the analytics. Thus, the tangible 
results can spring from the diversity of individuals bringing their unique 
cultural backgrounds, experiences, and skill sets to the meeting’s agenda. 
“When we speak about diversity, we’re not only talking about race, nation-
ality, and orientation, but we are also talking about diversity in the broad-
est sense, meaning of educational backgrounds and life experiences too,” 
declared Lloyd Blankfein, chairman and CEO, Goldman Sachs.

As team members generate fresh product concepts and innovations 
that become drivers of growth, the end result often exceeds expectations 
through individual achievement and overall improved corporate perfor-
mance. As important, the process permits the energized mindsets and 
attitudes of individuals to delve into the possibilities of new technologies 
that may elude even the best hopes of those executives in the C-suite (see 
Table 7.1).

In practice, beliefs and values also incorporate a human dimension, 
thereby making certain the intuitive inventiveness of individuals flour-
ishes. This idea is expressed by one Google employee as “the company cul-
ture truly makes workers feel they’re valued and respected as a human 
being, not as a cog in a machine.” This is especially critical when it comes 
to developing and implementing competitive strategies, which require 
creativity to neutralize a rival’s efforts and prevent it from interfering with 
a team’s plans.

Employee Treatment and Expectations

Within the framework of culture and as an extension of the above beliefs 
and values, this category encompasses such areas as valuing discipline, 
maintaining an entrepreneurial outlook, encouraging personal growth 
through continuous learning, and motivating employees to take pride 



130 • Leadership Strategies in the Age of Big Data and Algorithms

in their organization. “We encourage our people to reframe and elevate 
the meaning and purpose of their work and give them the opportunity 
to share how their work makes an impact,” stated a senior executive of a 
global consulting firm. As a leader, therefore, encourage your staff to find 
ways to create possibilities for differentiating your organization’s product 
and service offerings.

To that end, your initial approach is to bring your employees to a point 
of living in tune with their surroundings. Specifically, get them to reach 
an expanded state of awareness. Awareness, in this context, takes into 
account such diverse issues as how competitors’ actions could disrupt 
company plans, how to interpret big data and determine its impact on 
your strategies, and how to integrate data analytics into the product devel-
opment process.

Therefore, your purpose is to get your staff to look outside their four 
walls and understand the wider competitive world. Through online 

TABLE 7.1

Duties and Responsibilities of a Cross-Functional Team
General Functions

• Align the organization’s or business unit’s broad vision with the new possibilities 
resulting from digitization.

• Utilize big data when assessing the environmental, technological, industry, 
customer, and competitor situations.

• Develop long- and short-term objectives and strategies based on predictive 
analytics.

• Prepare product, market, supply chain, and quality plans to implement competitive 
strategies.

• Maintain a viable competitive market position by means of offensive and defensive 
strategies.

Responsibilities
• Recommend new or modified products and services.
• Plan strategies throughout the product life cycle that utilize big data and analytics to 

determine courses of actions that can be implemented with speed at decisive points.
• Develop tactical plans to secure markets against competitive threats.
• Identify product and service opportunities in light of changing consumer buying 

patterns resulting from the outputs of data analytics.
• Collaborate with various corporate functions to achieve short- and long-term 

objectives.
• Organize interdivisional exchanges of new market or product opportunities through 

the internal company communications network.
• Cooperate in developing a strategic business plan for a business unit or product line 

so that it aligns with the corporate culture.
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communications, informal meetings, and weekly or monthly briefings, 
update your staff about markets, industries, and competitive conditions.

From a leadership viewpoint, these get-togethers will be worth your 
time and effort as they serve several purposes:

• You recognize the value of providing your staff with substantive 
market data and competitor information.

• You motivate them by providing a communications channel through 
which they can participate with fresh insights.

• You tap their diversity, thought patterns, experiences, and collective 
knowledge, thereby integrating individuals and their functions.

• You obtain viewpoints that can provide useful perspectives and con-
structive comparisons.

• You bring unity to your group.

Such sessions typically benefit from another major outcome. They 
awaken your staff to internalize that you and they walk together on a very 
narrow path, which includes numerous visible and unforeseen obstacles. 
Doing so helps them deal with apprehension, rather than give into fear. 
Stated another way, you want to develop in them a balance of a positive 
mindset linked with an objective interpretation of market events, so that 
success is weighted in your favor.

Increasingly, a wide variety of communications vehicles permit you to 
take the high road and initiate programs and exchanges of information. 
In addition to the formats described above, there is the burgeoning use 
of social networks, blogs, e-mail, instant messaging, videoconferencing, 
corporate wikis, and the like. That includes individual face time, thought 
to be outmoded by electronic communications, but still prevalent and 
noticeably on the increase.

And with increased diversity in the workforce, the need is to unite indi-
viduals to a common goal. The reason: Individuals tend to be wherever 
their thoughts are. You want to make certain their thoughts, as well as 
your own, from a business viewpoint, are where you would like them to be.

As one bank executive points out, “We spend a lot of time listening to 
team members through town-hall meetings, roundtables, and surveys. 
And we are very good at following up on the feedback we receive. There 
is nothing worse for employee engagement than asking for feedback and 
then ignoring it.”



132 • Leadership Strategies in the Age of Big Data and Algorithms

Therefore, stay close to your employees, so that you can sensitize yourself 
to their thoughts, moods, temperaments, and increasingly the nuances of 
their respective cultures. All the while, your aim is to integrate them into 
the mainstream of your company’s goals.

Doing so also allows you to focus individuals’ attention on construc-
tive projects, such as taking even a sketchy idea that may have been 
hatched through big data and converting it into a new product or service. 
Consequently, the exciting possibility exists for an embryonic innovation 
to sprout into a new revenue stream. Otherwise, without some guidance, 
their creative thoughts would radiate like sunbeams. At first, they seem 
solid, until you try to grasp them. You thereby lose the potential value of 
huge business-building resources.

Thus, reach out to the special needs of your employees and focus on sus-
taining their psychological well-being. As a result, you should see tangible 
improvements in performance, innovation, and employee harmony.

As part of that effort, commercially available people analytics software 
helps to better evaluate the key employee touch points listed above. More 
specifically, the data assists in understanding the external and internal 
relationships. Such organizations as Boeing, Facebook, Qualcomm, and 
Genentech have embraced people analytics. “We know that associates who 
are fully engaged in their jobs take significantly greater accountability for 
business result. We listen to our associates and do our best to continuously 
make their jobs better,” stated a CEO of a toy manufacturing company.

Some of the key listening areas of people engagement is determining if

 1. The company is seen as an outstanding workplace to forge trust 
across the enterprise

 2. There is confidence that leaders are making correct decisions
 3. The company effectively directs resources toward company goals
 4. There is open and honest two-way communications
 5. Leaders actively demonstrate that people are important to the com-

pany’s success

Consequently, the human behavioral factors affect the outcomes of a 
company’s performance, especially in ways by which leaders treat their 
human resources. Specifically, such treatment relates to the employees’ 
states of mind, attitudes, and overall ways of thinking.

In turn, these states of mind can be likened to deep pools of possibilities 
that are set in motion by thoughts that come to the surface as intuitive 
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insights. They can be positive or negative, depending on the input of the 
controlling beliefs. And the controlling beliefs can be influenced by a 
leader’s display of such qualities as wisdom, sincerity, humanity, courage, 
and strictness. These attributes positively affect morale, achievement, and 
performance.

In turn, the psychological outcomes shape an individual’s core behavior. 
On the positive side, insights can lead to innovative thinking that trans-
lates to competitive advantage and bold new opportunities. On the nega-
tive side, insights that are chained to fear produce pessimistic attitudes 
that can strangle creativity, shut down ideas, and blind the individual 
to problem-solving possibilities. These emotional states are detailed in 
Chapter 6.

DEVELOPING A CULTURAL PROFILE

To assist you in profiling your firm’s culture with the intent of influenc-
ing employees’ mindsets and attitudes, consider the guidelines that follow. 
The aim is to reach out to those who are generally positive and compliant, 
the not so compliant, individuals with negative feelings, and even persons 
with insubordinate behavior. From a managerial viewpoint, the purpose 
is to bind your employees’ hearts and minds to achieve success when they 
face the inevitable competitive battles that lie ahead.

Culture is displayed in unusual, unplanned, and unforeseen ways. Such 
was the case of Amazon, which at the time of this writing was the domi-
nant name in cloud computing through its Amazon Web Services (AWS). 
Although it did not create the cloud renting system,* CEO Jeff Bezos did 
see its vast potential as a new revenue-generating division of his company. 
Recognizing that he had fashioned a fast-to-react and opportunistic cul-
ture, he was able to react before any of the other high-tech companies 
could respond.

From a virtual standstill, Amazon almost single-handedly devel-
oped the system into what is now a mainstream part of the technol-
ogy business. AWS, however, is still projected to generate more revenue 
than its retail operations. Such high-profile organizations as IBM, Dell, 

* The cloud renting system was initially introduced by Sun Microsystems and subsequently became 
part of Oracle, but that program never took off.
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Hewlett-Packard, Microsoft, and Google are still attempting to play catch-
up with their competing systems. Now the battle lines are more defined 
through product innovations, pricing battles, and improved services as 
competitive weapons to win a commanding position in the marketplace.

Table 7.2 provides a four-level structure to evaluate the efficacy of your 
firm’s culture. The outcome would serve as a usable cultural profile of 
your firm. The following sample profiles describe cultures of four different 
firms:

• Hardworking and conservative firm. This firm prides itself on work-
ing steadily and slowly toward its goals. Its history and pattern of 
behavior indicate that management does not tolerate a great deal of 
risk, dislikes operating in a state of uncertainty, and tends to act in a 
deliberate and cautious manner.

  The firm sticks to the markets it knows best and is reluctant to 
venture out of its comfort zone. As a result, opportunities are often 
missed. This type of culture generally relies on a diligent work ethic 
and depends on solid customer relationships as its primary defense 
against competitors.

  The organization has a top-down structure with clearly defined 
levels of authority. Although there is an effort to keep up with cur-
rent technology, the firm would be considered a late adopter. As for 
leadership, executives attempt to absorb the incoming data about 
its industry and consumer needs, but movement still consists of a 
slow methodical approach. And the operating culture looks to main-
taining long-term and stable growth as a follower rather than as an 
innovator.

• Aggressively led firm. This company is personified by a dominant, 
hands-on leader. She requires rapid market feedback and is willing 
to tolerate high risk. She is action oriented with a focus on winning 
in the present and letting the future take care of itself.

  This viewpoint is rationalized by the notion that maintaining an 
aggressive style rather than a cautious management approach will 
ensure ongoing success. This leader seeks collaboration, but in real-
ity relies on his or her own forceful personality and micromanage-
ment style to keep the organization in constant movement.

  Company history, myths, and stories of the past are not impor-
tant, since the leader is bent on making his or her own history. Such 
an attitude is justified by a marketplace that is viewed as in constant 
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TABLE 7.2

Four-Level Structure to Profile Your Corporate Culture

Levels Criteriaa

Level 1: Values 
and beliefs

Relates to your
Organization’s history and core values
Ethical behavior
Product lines carried and types of services provided
Markets served and positions held, e.g., innovator or follower
Technologies developed internally or acquired
Capabilities for developing offensive and defensive competitive strategies
Leadership style (see criteria in Chapter 1)
Employee development and training
Fundamental beliefs and attitudes toward employees
Organization’s place in the surrounding world
Assumptions about the future of your industry and organization

Level 2: 
Organizational 
behavior

Attitudes related to
Planning with long-term vs. short-term focus
Consumer-driven vs. company-driven orientation
Developing an agile organizational structure
Bold vs. cautious responses when pursuing opportunities or reacting 
to competitive threats

Toleration for risk
Employee collaboration through cross-functional teams
Types and diversity of employees
Decision-making authority at various levels of the organization
Internal communications and feedback

Level 3: 
Symbols 
and rituals

Elements include
Facilities
Perks
Offices
Furnishings
Visible awards and recognition
Company slogans and logos
Stories
Myths
Special privileges

Level 4: Hidden 
influences

Areas include
Unseen stimuli
Hidden power among individuals or groups within the organization
Conflicting subcultures
Upward pressure from middle managers urging senior executives to 
take action

Add criteria for your firm’s hidden influences
a You can add criteria to the listings that are unique to your organization. Also, the criteria can be 

ranked on a numerical scale according to their value to your firm, or each item may be weighted to 
reflect its level of importance.
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flux from digitization and big data that are rapidly creating new 
management paradigms. Thus, the cultural patterns are shaped by 
boldness, speed, and opportunity. In turn, employees are selected 
with a matching entrepreneurial spirit.

• Inward-focused firm. This type of firm is characterized by a plod-
ding and lethargic culture. It leans toward a low market profile 
and is inward driven by comfort and security. Wherever there 
is employee stress, it comes about through internal politics and 
minutia that tend to hamper the firm from moving forward. 
Consumed by internal problems, it neglects the needs of the 
market place. As a consequence, there seem to be power struggles, 
some open and others hidden, which also results in conflicting 
subcultures.

• High-risk culture. This firm has some of the characteristics of the 
aggressively led firm. There is also a tendency toward speed, boldness, 
and a willingness to experiment and take more chances. Most often 
associated with start-ups, there is somewhat of a throw-caution-to-
the-wind attitude.

  Since there is no particular history to latch onto or stories to tell 
of past successes, the view is forward looking, with innovation and 
cutting-edge technology as its weapons. Ostentatious trappings or 
outlandish facilities do not seem to have a place during the opening 
stages of operations. Thus, a bold, consumer-driven, goal-oriented, 
opportunistic, and collaborative team environment that welcomes 
employee diversity exemplifies the firm.

ALIGNING BIG DATA WITH THE CORPORATE CULTURE

Giving your business unit or organization a realistic chance of success 
in today’s digital environment requires that you give corporate cul-
ture the same degree of attention as you would in preparing a business 
plan. It is the inherent energy generated through corporate culture 
that gives your organization its unique identity, and which forms the 
special personality that is a fairly accurate indicator of your probable 
success.

Therefore, if you want to maximize your ability to reach your objectives, 
then become totally familiar with the prevailing culture that supports 
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your objectives and strategies. This is one of the infallible rules for leading 
a successful group or organization.

Avoiding that issue, especially in today’s hotly contested markets, can 
prove fatal. The essential point: Even if you devise a brilliant strategy, 
implementing it with any measure of success relies on its alignment with 
your organization’s culture.

For that reason, it is in your best interest to sort through the core values, 
beliefs, and traditions that shape your organization. You thereby retain 
better control of your operation.

Let us now form a still higher platform for understanding the interrela-
tionships of competitive strategy and corporate culture. In particular, look 
at the following workable techniques to reenergize your company’s culture 
for the digital age:*

• Stay on the offensive. A good measure of boldness is desirable, 
depending, of course, on the availability of resources and the level of 
confidence you show in employees—and they in your leadership. If 
the risk succeeds, offer ample rewards; if failure results, avoid dam-
aging repercussions.

• Encourage creativity and innovation. Seek maximum input from all 
levels of employees. Try new ideas that could lead to new products, 
evolving markets, or new businesses. Maintain a cultural sensibil-
ity that retains an open mind and avoids the idea-killing verbiage, 
“We’ve tried that.”

  Also allow sufficient time for ideas to incubate and hatch into new 
technologies, products, and services. Develop concrete formats for 
employees to submit ideas. These can be in the form of what General 
Electric refers to as “Imagination Breakthrough,” whereby execu-
tives are required to submit three major reports a year that could 
lead to new businesses, new products, and new revenue streams.

• Learn to live in a dynamic competitive environment. Dynamic also 
infers volatility. As a leader, that means maintaining an outward 
display of calmness and confidence. For some employees, however, 
extreme change creates an unsettling situation where any perceived 
upheaval in conditions in or out of the organization is difficult to 

* If you are operating as an independent business unit, there tends to be a subculture that has 
distinct characteristics, usually patterned after the leader of the group. Here, too, it is important 
to track the nuances of behavior.
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endure. Still, flexibility is a singular characteristic that must be 
maintained, if you are to perform successfully in the digitized world.

  This is a cultural attribute that is often difficult to embed within 
an organization—and equally difficult to instill in employees. It 
also needs senior management’s full support, especially during this 
period of such severe market volatility.

• Build a solid market position. Create a unique market position from 
which competitors cannot easily dislodge you. To the extent you are 
able, try to create brand equity and brand recognition. Your manage-
rial efforts should be directed toward mounting a long-term positive 
image for your firm.

  Some research indicates that high market share equates with high 
return on investment. Some executives go so far as to advise building 
market share at any cost. (This latter viewpoint, however, remains 
controversial.)

  Beyond a certain level, others believe that chasing market share no 
longer guarantees profitability. Instead, preference would be given 
to investing resources elsewhere. One point that is not controversial 
is that customer satisfaction and long-term customer relationships 
remain the enduring principles.

• Stay close to evolving technology. Tune in to what is happening in 
those technologies that can help transform your business to the new 
economy models, which is generally accepted as a digital one. Several 
choices exist: build an internal system, partner with a compatible 
company, or outsource the entire system.

• Act as an aggressive competitor.* Here, you are able to discover 
where your firm has an advantage, or is at risk. It indicates strengths 
and weaknesses in your products, services, logistics, and overall 
organizational structure. It examines relationships with suppliers, 
intermediaries, and customers along the entire supply chain.

  The process exposes strong points and vulnerable areas in tech-
nology, manufacturing, human resources, and capital resources. It 
also uncovers other areas that might endanger your firm to competi-
tive attacks—or exposes any that prevent you from taking advan-
tage of ripe opportunities. It also unmasks sensitive information on 
employee behavior and suggests clues on how to undertake change.

* This approach often works well as part of a training session where the group is divided into teams, 
with one team acting as though it is a competitor.
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  Such exposure also sheds light on those senior executives who 
cannot (or choose not to) make determined efforts to take on an 
aggressive posture. In practical terms, few executives are effective 
for all seasons. And not all individuals are capable of performing 
optimally through successive stages of a corporate cycle—start-up, 
growth, maturity, and decline—or even within different cultural 
environments.

You can employ all or some of these steps to drive cultural change and 
energize your company. How drastic those changes are depends on the 
severity of your company’s problems. Therefore, you can react to problems 
as they arise or be proactive and anticipate changes. It is all part of exer-
cising leadership and managerial competence, which encompasses your 
internal and external environments, including competitors, suppliers, and 
most of all, your customers. In addition to the above techniques, Table 7.3 
further defines the components and benefits that align big data with cor-
porate culture.

One firm that is a champion at the energizing and aligning process is 
Publix. The supermarket chain prides itself with a culture that has an 
annual turnover rate of a mere 5% versus the retail industry average of 
65%. Throughout its 1,100 stores, the average store manager has been with 

TABLE 7.3

Energizing a Healthy Corporate Culture

Components Benefits
Diversity A company’s strength comes from its diversity, where respect 

prevails for different backgrounds and personal convictions, as 
long as they do not conflict with the core values of the 
organization.

Fair treatment of 
employees

Employees support company efforts as long as equality exists—
and where rewards and disapprovals are applied consistently.

Generation of pride 
and enthusiasm

Employee zeal spills over to business partners and customers.

Equal opportunity for 
employees

A heightened spirit of innovation helps employees achieve their 
full potential, leads to team cohesiveness, and elevates morale.

Open 
communications

Having open communications provides a channel to pass on 
beliefs and values and unite personnel toward a vision for the 
future of the organization.

Respect for employee 
contributions

Such respect enhances involvement and enthusiasm to work 
toward common goals and strategies.
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the company for 25 years, with some remaining at the company for 30 years 
and as much as 45 years.

With a history dating to its founding in 1930, its cultural values never 
wavered from providing the highest level of customer satisfaction, as well 
as regarding employees with the uppermost level of care. Such values are 
continuously reinforced at every opportunity through personal contact, 
meetings, and company-wide communications. “The reason Publix is 
such a great place to work is that nothing has changed in 86 years,” says 
one store manager.

What make those values come alive is demonstrated by the following 
actions:

Employee ownership. Publix is the world’s largest employee-owned com-
pany. After one year of service, employees who work 1,000 or more 
hours are awarded stock, with an option to buy additional shares.

Regular reviews and frequent raises. The company provides workers 
with frequent feedback. If performance reviews pass muster, they are 
eligible for salary increases every six months.

Promote from within. Publix uses a “succession planning” process. Any 
employee who wishes to take a next step in career advancement sub-
mits a “registration of interest” to explain his or her goals. The form 
is submitted to the company’s human resources department and the 
person’s name is kept on a list for six months to be considered for 
open positions matching the request. As part of the advancement 
process, Publix will foot much of the cost of college tuition for any 
employee with six months of service. In 2015, the company paid out 
a total of $5 million in education reimbursements.

Underneath these visible benefits is a prevailing tone of satisfaction that 
can only be attributed to a corporate culture where employees call Publix 
a “happy place to work,” where no employee has ever been laid off in its 
entire history.

In summary, culture is the nerve center of the organization. Therefore, 
as a leader you want to be alert to what makes your organization tick. That 
means actively tuning into the company’s traditions, values, beliefs, and 
history.

Further, the purpose of corporate culture is to develop an internal work 
environment that encourages individuals to perform efficiently. Yet a cor-
porate culture will be relevant only if it is aligned with the organization’s 
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vision, objectives, strategies—and the dynamic forces that make up the 
competitive marketplace. Publix embodies such a culture as the organiza-
tion converges with a near-religious attachment to customers and a total 
belief in employees as intellectual capital.

By turning to corporate culture and using it as an additional manage-
rial tool, you derive a significant competitive advantage. From a people 
viewpoint, you can achieve high employee motivation and increased team 
cohesiveness. You thereby create an ironclad connection with big data, 
business planning, and corporate culture.
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8
Apply Offensive and Defensive 
Strategies

If you operate in almost any kind of competitive environment, you will 
have to face the inevitable decision between going on the defensive or 
moving to the offensive. What are the issues?

Beginning with defense, the immediate aim is to protect your position 
from being overrun by a rival. That means you face a challenge consider-
ing the volatility of markets, disruptive technologies, and changing nature 
of buyer behavior. As for the long term, your purpose would be to perpetu-
ate your company’s presence in a market where it has a long history, and in 
all likelihood has made a substantial investment.

In both instances, a central issue is buyer behavior, which affects many 
organizations. Coca-Cola is an example of a company that experienced 
a long-term trend of declining consumption of its core soda product. 
In defensive moves, the company attempted numerous product modifi-
cations, packaging changes, and inventive marketing programs to stem 
the losses. Notwithstanding a considerable effort, the downward trend 
continues.

Then, shifting to the offensive, Coke acknowledged that the decline in 
the cola segment would continue and growth would have to come from 
other directions. The company moved into noncola drinks by venturing 
with Zico coconut water, Honest Tea, and Fuze juice drink. It then identi-
fied an entirely new category, new, that is, to Coke: milk.

There, too, consumption over the years has declined, but data tracked 
a growth segment in specialty milk, or designer milk, which is defined as 
filtered, high protein, low sugar, and lactose-free. Coke’s strategy included 
taking a minority stake in a dairy cooperative to create Fairlife, which 
produces the product. As a Coke executive points out, “They know dairy 
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better than anybody. We know consumers.” Backing up those encourag-
ing words is Coke’s vast distribution network with its access to hundreds 
of thousands of supermarket shelves across the country.

The central ideas behind defense are twofold: First, it is generally easier 
to defend a market position than it is to take it from a firmly entrenched 
rival, so that the defense is somewhat easier than the attack, assuming 
both sides have somewhat equal means.

Second, time is on the side of the defending company. Waiting does 
not mean being passive. It does require discipline to wait, the ability to 
block a forceful action by an attacking competitor, and then shift to the 
offensive.

In practice, it is this two-pronged feature that is the only test by which 
defense can be distinguished from offense. If an organization were acting 
in pure defense, meaning there is no response from the defender, then 
there would be no competitive confrontation, since only one side wants 
to fight.

A competitive campaign, then, is defensive if the defending company 
awaits the offensive moves of the rival with the intent of protecting its 
market share. It is also defensive if the company waits for its market posi-
tion to be penetrated. In each of these situations, the characteristics of 
waiting and blocking are germane to the overall aim of protection and 
continuation. Consequently, where there is an active campaign in motion, 
the defender would at one point develop counteractions, since they would 
be taking place within a defender’s own market area.

The following classic case of Xerox (previously mentioned) illustrates 
this concept.

Decades ago, when Xerox created the market for xerography, the com-
pany initially focused on large companies with its large copiers. If we 
introduce the concept of defense into this example, Xerox used passive 
resistance to defend its position. That is, it left exposed a vast market of 
small- and midsize companies for small, tabletop copiers without an ade-
quate defense plan.

Astute Japanese makers of copiers, such as Canon, Sharp, and Ricoh, 
saw the opening and attacked that vacant market with virtually no opposi-
tion. Once secured with a solid foothold in North America, they made the 
next expansive move of going upscale, where they moved against Xerox’s 
stronghold in big company copiers.

Those events occurred in the 1970s at the introductory stage of the 
industry and product life cycles. Arguably, Xerox could be excused since 
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various user applications were not fully explored at the time, nor had all 
user segments surfaced.

Xerox eventually woke to the threat and actively defended its posi-
tion over the following decades, where it successfully counterattacked to 
recover a good deal of its market share. Even today, “make a Xerox copy” 
remains a generally accepted term for the copying function, regardless of 
the brand of copier. The essential point: Defense is not a simple shield, but 
a way to upend a competitor’s strategies by means of well-directed offen-
sive maneuvers.

ADVANTAGES AND DISADVANTAGES OF DEFENSE

In the event a competitor’s attack does not materialize—whether from bad 
judgment, fear, or lethargy—the defending company accrues the advan-
tage. Time, as was pointed out, is an intrinsic benefit rooted in the nature 
of defense. It provides the valuable breathing space for the defending com-
pany to support its market position in various ways, such as seeking mar-
keting alliances, employing new technology applications, strengthening 
a presence in the supply chain, or fortifying relationships with customers 
through aggressive programs and incentives.

To illustrate these points, General Electric found itself in a defensive 
mode with an urgent need to protect its position within core markets of 
electric power generators, jet engines, locomotives, and oil refining gear. 
After suffering through several years of flat performance triggered by the 
financial upheavals of the early 2000s, the time came for GE to begin mov-
ing from defense to offensive.

Defense for GE meant overcoming several demanding problems: First, 
it needed to block the ongoing threats from low-cost, low-priced com-
petitors that were making continuous attacks on GE’s industrial markets. 
Second, it had to solve the problems associated with the lengthy product 
development cycles that, for instance, took five years to redesign one of its 
turbines. Third, GE had to deal with the challenge of persuading custom-
ers to accelerate the replacement of equipment, where repurchase buying 
patterns typically stretched to a decade or more.

Thus, to defend and protect GE’s presence in those industrial sectors, 
CEO Jeffrey Immelt moved to the offensive. He began with a monumental 
shift in the company’s direction by remaking it into a software company, 
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which included exiting such markets as capital financing and consumer 
appliances.

The initial effort resulted in a proprietary operating system, Predix, 
which had the capability to absorb and analyze the vast amounts of data 
generated from its sensor-equipped machines. The synthesized data was 
then used for such major applications as making it possible for planes to 
fly more efficiently, extending the life of power generators, and allowing 
trains to run faster.

Beyond that, Immelt continued with plans that included selling the soft-
ware to other manufacturers that were involved in the Internet of things. 
These maneuvers became the offensive component of defending its mar-
ket positions. As part of the total company makeover and to provide the 
proper internal environment for carrying out the defense, Immelt recast 
the operating culture within GE from a slower-moving, more rigid orga-
nization to a fast-moving, aggressive culture that could take on a new set 
of competitors, such as Amazon, IBM, Microsoft, and Oracle.

Thus, for any company experiencing below-average performance, a 
necessity to protect core markets, a shaky economy, aggressive competi-
tors, or any other compelling need to turn around a company, every mar-
ket encounter is defensive if one company leaves the initiative to the rival 
and awaits a competitor’s aggressive actions. Yet, once the attack occurs, 
the defending company must employ all offensive means without losing 
the advantages of the defensive.

The defending organization thereby enjoys the benefits of waiting, as 
well as the advantages of taking assertive action to hold its position. The 
central issue, then, is possession of a market position, and not necessarily 
through competitive fighting, but by maneuver.

As already indicated, the defense is generally easier than the offensive. 
Yet there are other viewpoints to fully internalize the concept: whereas 
defense has a purpose of protection and continuation, the offensive has the 
aims of market penetration and possession. Therefore, a company on the 
offensive that continues its aggressive actions is expending resources as 
long as it is on the offensive, whereas the defending company is conserving 
its strength. That makes the defender intrinsically more formidable than 
the firm on the offensive.

Consequently, if defense is fundamentally the stronger form of activ-
ity, it should be used only as long as the situation compels the company 
to do so. The reason: When the defender has successfully completed its 
defense and feels strong enough, it follows the natural course and goes 
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to the offensive. Thus, the natural course begins with the defense, goes 
on the offensive, and returns to the defense to protect what it has gained. 
And a new cycle begins. The mere notion of defense as its final purpose 
is contrary to the entire concept of defense and a misunderstanding of its 
competitive value.*

RELATIONSHIP BETWEEN OFFENSE AND DEFENSE

Where there is a competitive campaign with a dominant rival, three pri-
mary elements influence the outcome:

 1. Surprise
 2. Market position
 3. Indirect maneuvers

Surprise is effective should you be the defender and a rival suddenly 
comes up against you with far more resources than anticipated at a deci-
sive point in your position. If penetrated, the market you are trying to 
protect might place you in an untenable situation. As bad, your defense 
plans could be in a total state of disarray and staff morale would certainly 
be demoralized.

The remedy, then, is to foresee possible pathways the attacking company 
might use and make them part of your blocking plans. That is where data 
analytics can sort through entry patterns that could reveal types of strate-
gies the attacking competitor may have used in past campaigns to expand 
into other markets. At times, organizations are predictable, as they often 
repeat similar approaches, unaware they are being tracked.

Also, focus on any obvious areas within your immediate market that 
might be viewed by an attacking competitor as vulnerable to an unex-
pected surprise. One susceptible area is the customer, and specifically the 
level of customer relationships. Your attention here would rely on data 
about changing buying and product usage behaviors within your markets. 

* The sports world and other institutions commonly use the phrase “The best defense is a good 
offense.” However, that does not go far enough to explain the deep meaning of the concept as 
explained throughout this chapter.
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Consider, too, the use of any technologies or special services that could 
improve interactions with customers and thereby shore up defenses.

For example, Caterpillar (also referred to in the introduction), the giant 
construction and mining equipment maker, collects, stores, and analyzes 
huge volumes of digital information. To that end, the company installed 
sensors, radios, GPS receivers, and specialized software into its trucks, 
backhoes, bulldozers, and other machinery.

The move was part of Caterpillar’s global technology platform that con-
nects to an intelligent network that monitors its equipment. The system 
provides beneficial reports on equipment repairs, operator usage patterns, 
and other valuable bits of data. By disseminating those reports to equip-
ment owners and dealers, Caterpillar solidifies relationships along the 
supply chain.

Consequently, the ongoing flow of intelligence delivers meaning-
ful data for scheduling service calls. In that manner, Caterpillar engi-
neers are able to set up additional defenses by preempting and solving 
potential equipment problems. In turn, the real-time information pro-
vides substantial amounts of data to product developers for new product 
designs and applications, all of which offer fresh marketing and selling 
opportunities.

As the above case points out, even where the defending company is 
tied to its position and presumably presents the attacker with numer-
ous objectives, it is the defending company that can respond throughout 
the campaign by the strength and direction of its countermoves. The big 
advantage, however, is that the defending organization benefits from its 
enhanced knowledge and experience in the marketplace. As pointed out, 
Caterpillar was able to use surprise through technology maneuvers in a 
way that could not be easily duplicated by an attacking rival until the cam-
paign was well underway.

As for the attacking company, surprise does permit the flexibility to 
move against the defender at any time or location, and with any amount 
of resources it chooses. Further, it is easier for the attacking competitor 
to go in numerous directions and surprise the defender in the collective 
areas identified by the traditional marketing mix.

If for some reason the company on the offensive should allocate only 
limited resources to the campaign, the defender would also reap the 
benefit by concentrating its own full strength against the attacker. The 
essence of such a move depends on the skill of the leader to maintain 
positive and ongoing observation through data analytics, sound lines of 
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communications from those in everyday contact with customers, and on-
the-scene observations of the competitor’s actions.

If, however, the company on the offensive were to invent some major 
new maneuvers, the defender would also have to change its methods. But 
it will always be certain of having the benefit of market position, and this 
will generally ensure its initial superiority.

Once the blocking has taken effect, the defending company must pre-
pare to go on the offensive or suffer negative consequences of being eas-
ily routed. A sudden powerful transition to the offensive is the defining 
moment for the defender. If you do not have a presence of mind and an 
acute awareness of timing from the start, and as important, you have not 
primed your staff to the importance of rapidly switching their mindsets 
from defense to offense, you have missed the strategic essence of defense.

Accordingly, consider incorporating this thinking into orientation ses-
sions for those managers who formulate competitive strategies for their 
respective territories and product lines.* Similarly, it is appropriate to 
bolster the training by adding these offense and defense concepts at the 
tactical level. That includes individuals with titles of marketing manager, 
brand manager, product manager, and sales manager.

Further, a case can be made for including similar training for sales 
personnel who are assigned to dedicated territories. The idea is based on 
thinking of each sales representative as a general manager of his or her ter-
ritory. That means each rep would take a long-term strategic outlook for 
both the growth and development of his assigned territory, which would 
require making defensive and offensive strategy decisions. (Some forward-
looking organizations have already implemented this approach.)

APPLYING OFFENSIVE AND DEFENSIVE STRATEGIES

Beginning with the defense, a concrete framework based on the previous 
discussion consists of three distinct phases:

 1. Waiting
 2. Blocking
 3. Moving to the offensive

* See Section II, Chapters 4 through 6, for content.
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Waiting

As has already been pointed out, the essence of defense entails waiting, 
which is also one of the main distinguishable features of defense, as 
well as its chief advantage. Throughout this phase, it is best to main-
tain ongoing dialogue with your staff, so that they become aware of the 
direction of your thinking. That is, they need to internalize that the 
advantage of waiting is to gain strength, at the same time observing if 
there is a weakening of the competitor’s efforts as it continues expend-
ing resources.

During this waiting period, there is a major psychological issue that 
surfaces, which you should be ready to face. That is, you are likely to find 
a heightened level of negative emotions among members of your staff.* 
This is where you, and they, must use disciplined patience to wait for bet-
ter timing. The essential point: Between acceptance and anxiety, choose 
acceptance, with the proviso that patience is only a pause that allows you 
to prepare for the offensive.

You can help your people during this waiting period by avoiding nega-
tive surroundings. That means creating compatible relationships with 
others. If this implies assuming the role of an active mediator, do so to 
maintain a stable environment and make ready for transitioning to the 
blocking and offensive phases.

Yet instances of anger, frustration, and continuing dispute could go 
beyond reasonable limits. You may then have to take an active role in set-
ting a pathway for conflict resolution with the aim of creating harmony 
and unity of effort.

Here, too, you have to expect that the traditional strained relationships 
among various functional areas of an organization will continue, such as 
marketing versus finance, product development versus distribution, and 
manufacturing versus sales.

For the most part, however, as you keep the strategic picture in mind, 
the central idea is that hostile feelings are counterproductive, especially 
when flaring anger, resentment, or jealousy dominates the scene. Clashing 
groups seldom arrive at an acceptable solution. Within such a fractured 
situation, your aim is to promote workable outcomes based on internal 

* Chapter 6 outlines types of negative emotions that affect performance, such as anxiety, frustration, 
stress, and fear.
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operating conditions, the dynamics of the marketplace, and the activities 
of competitors—and above all, the objectives of your strategic business 
plan.

Then, you are more likely to come to a peaceful and healing condition 
among all parties, even where groups work as opposites, but not oppo-
nents. It takes a measure of sensitive awareness on your part to raise them 
up and make them feel good.

Consequently, when orienting your staff, the more vivid and persuasive 
you make your presentation, the greater the chance of strengthening their 
commitment to the concept of defense. To that end, the talking points 
outlined in the list below summarize areas for emphasis.

Applying Defensive Strategies

• The defense is valued as the stronger form of confrontation and one 
that is more likely to initially blunt the rival’s efforts.

• The more time lost to the attacking company, the greater the drain of 
resources that is bound to weaken it, thereby making the defender’s 
actions potentially more effective.

• The defense is not a passive activity; it depends on the active use of 
data analytics to determine the force, direction, and timing of the 
rival’s offensive action.

• Waiting is a fundamental feature for the organization defending its 
market positon; such a campaign is hardly conceivable without it.

• Defending a market position is usually centered on a short-term tac-
tical campaign.

• The end of the waiting and blocking period triggers the starting 
point of offensive action.

The endpoint of waiting will be reached when the defending company’s 
leader has successfully blocked the aggressor and when it is apparent the 
advantages of waiting have achieved their purposes. There is no infallible 
means for determining when that time has come, other than with the use 
of data, personal observation, market feedback, and judgment that the 
attacker is slowing down.

Thus, many conditions and circumstances would contribute to the deci-
sion. For General Electric, flat performance over a lengthy period and the 
threat of offshore competitors attempting to commoditize several of its 
product lines forced Immelt to set in motion blocking moves to defend its 
key markets, followed by definitive actions to redefine itself as a software 
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company. For Coke, it was a long-term downward trend of cola consump-
tion that forced it into new drinks.

Blocking

The key activity during the blocking phase is to utilize predictive analytics 
that provide clues about possible courses of action the competitor will use 
in its offensive moves. Being armed with such highly prized information 
helps in setting up specific defense barriers.

The blocking action begins as soon as the attacking company actively 
enters your market. Or you may wait for the rival to actually challenge your 
positon; then you can respond with enough of your resources to block the 
rival, while still holding in reserve the rest for the offensive that follows.

As part of the blocking action, you can use the following seven areas to 
examine possible approaches for strengthening your defense, as well as for 
developing offensive strategies:

 1. Market segments. You want to identify which market segments the 
attacking rival is likely to go after. This assessment will help deter-
mine weaknesses through which you can be attacked. These might 
relate to your firm’s reputation, level of services, technology, or over-
all commitment to the market’s growth.

 2. Product or service. If you consider the classic definition that a product 
consists of a bundle of benefits, and a product is new when it is per-
ceived as new by the prospective audience, then look to the following 
areas to strengthen your defense: quality, features, reliability, packag-
ing, after-sales service, level of technology, warranties, brand name 
awareness, or any other area that provides customer satisfaction.

 3. Pricing. Your attention should be given to how your product com-
pares with competitor’s prices, types of discounts, allowances, credit, 
and financing terms.

 4. Communications. This comparative analysis deals with advertising 
commitments, size and experience of the sales force (if any), level of 
sales promotion, and use of social media.

 5. Supply chain. Look to strengthen your position on the supply chain by 
examining such areas as storage facilities and proximity to custom-
ers, gaps in market coverage, efficiency of inventory control systems, 
availability of physical transportation, on-time delivery, usefulness 
of support systems, and perceived value of incentive programs.
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 6. Competitor’s intelligence. This is a vital area to scrutinize. Examine 
the data you have collected from the marketplace. What is known 
about the rival’s level of morale? How much technical or indus-
try experience does the staff have? Can they sustain a long-term 
offensive?

 7. Rival organization. This area is an extension of the above. What 
is known about the competitor’s culture? Can it be characterized 
as passive, reactive, active, or aggressive? Is it a start-up or an 
old-line company with a strong reputation? What is its financial 
condition? Is it up-to-date in technology? How competent is its 
leadership?

Moving to the Offensive

This third phase combines physical and psychological factors. The physi-
cal aspect deals with the seven components listed above under blocking.

It is the psychological factor, however, that is the dominant key to suc-
cess. As a leader, you must do all that you can to change the mindsets of 
your staff from defense to offense.

This point is illustrated by the Japanese company Sharp. In the early 
2000s, Sharp made a major commitment with flat-screen televisions to 
replace boxy analog sets. Initially, the investment paid off, with the com-
pany reaping big sales and profits from its Japanese factories. Then calam-
ity struck and it was not able to defend itself.

Sharp executives failed to anticipate major shifts in the global electron-
ics industry. China had emerged not only as the home of cheap manufac-
turing, but also increasingly as innovators at making electronic devices 
that could rival Japan’s in sophistication and quality. The industry’s center 
for innovation had shifted from Japan to places like China, South Korea, 
and the U.S. Silicon Valley.

Any defense that Sharp came up with, in the size of TV displays, touch 
screens for smartphones, and tablet computers, was too little, too late, as 
each was quickly matched by rivals. And they came to market at a pace 
that Sharp executives did not anticipate. “First computer monitors became 
commoditized. Then it was TVs, and finally smartphone screens,” accord-
ing to an industry analyst.

Numerous reasons can be cited for the debacle, such as an inbred Sharp 
culture that lacked flexibility to move to the offensive within a rapidly 
changing industry characterized by short life cycles, where manufacturing 
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was increasingly dominated by the likes of the Taiwanese company 
Foxconn.

Then, there was an internal condition where a myopic management took 
too many missteps. That was the case even where data was readily available 
to document ongoing trends within the industry, as well as in technology 
breakthroughs and changes in buying behavior. Collectively, those forces 
put Sharp on a pathway of maintaining a constant defense. But it could 
not effectively block rivals, and it could not mount a meaningful offensive.

The essential point: The defense works, but as it has been repeatedly 
mentioned, it must connect with solid offensive strategies to win. And that 
requires astute leadership, a flexible corporate culture, a spirited work-
force, business intelligence that incorporates big data analytics, and a plan 
to neutralize or prevent a competitor from creating a competitive advan-
tage (see Chapter 1).

Many of the above considerations in organizing an offensive at the 
defender’s end also apply to the attacker. Yet a number of salient points 
remain to fully internalize the process:

 1. The immediate objective of moving to the offensive is to attain a 
viable position in a market that is actively defended by an embed-
ded competitor. That means you have to be prepared to expend 
greater resources to make up for the intrinsic advantages held by the 
defender, such as superior knowledge about the market, a lock on key 
parts of the supply chain, and overall experience.

  However, these built-in advantages have to be confirmed. If not, 
they become weaknesses that can be exploited, which is what hap-
pened in the Sharp case. Then, there is the advantage of speed and the 
shock of surprise that can upend a defender. To a great extent, those 
two elements also overwhelmed a lethargic Sharp management.

 2. Even if an attacker lacks material superiority, it must have morale 
superiority to make up for the deficiency. And should morale supe-
riority be lacking, there is a high level of doubt that an attack can 
expect to succeed.

  Conversely, if the defender’s morale is weak, which could be asso-
ciated with a laid-back corporate culture, the more daring the attack-
er’s actions, the greater the chances of winning. Morale and culture 
have been discussed at great length. These qualities are often the tip-
ping point where encounters often operate in the dark, or at best in 
twilight. Thus, there is still the element of human judgment that is 
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needed, notwithstanding the input of sophisticated algorithms and 
data analytics.

 3. If the defender feels utterly defeated and chooses to exit the market, 
which is altogether possible, or if it cannot match the attacker due to 
superior technology, a low-cost structure, or any other major weak-
ness that is perceived as an overwhelming competitive advantage, 
that means the defender holds an indefensible position. Again, sev-
eral of these issues appear in the Sharp example.

 4. When developing strategies, the manager of the attacking company 
should be consciously aware of two factors: First is how the mar-
ketplace views the strategies used in the offensive as they relate to 
product, branding, positioning, service, distribution, pricing, com-
munications, and customer relationships.

  These entry strategies establish the image. Yet should the attacker 
be more concerned with using ploys or shady tactics or misrepre-
sentations to outwit the defending company, these methods set up 
potentially vulnerable areas through which it can be attacked at a 
later time.

  Second, the attacking leader must consider how to exploit his or 
her initial success. Gaining an initial position is only the first step, 
and it could be a vulnerable one. Follow-on strategies are needed to 
solidify the position by expanding in depth, which can be calculated 
by sales volume, geographic coverage, or market share.

 5. Concentrating at a decisive point is a key strategy principle. Thus, 
an attacker should not be lured into diluting his marketing effort 
by moving into another market segment, unless it is absolutely war-
ranted to protect its initial moves. For any leader, to divide time, 
personnel, and other resources may be chalked up to confusion, 
overconfidence, or lack of strategy knowledge.

  If, however, the attacker finds that the defender has divided its 
resources to protect more than one market segment, then options are 
possible for the attacking company to concentrate on one segment or 
divide its forces, as long as there is still superiority in one of the seg-
ments and there is flexibility to maneuver. In that instance, dividing 
resources would be justified.

 6. The concept of attack indicates that once that phase ends, defense 
begins. Therefore, the attacker should plan to defend his hard-won 
success. At this point, the leader will then set in motion the three-
part defense outlined in this chapter.
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HOW OFFENSIVE CAMPAIGNS CAN FAIL

Since the defense is favored over the offensive, let us deal with the pos-
sibilities of failing attacks. For instance, the attacking company enters 
a defender’s market, but then begins to have doubts about risking going 
head-to-head in a decisive price war or by any other contentious challenge. 
The attacker would hope to face the defender as if its physical presence or 
brand name were enough to make a successful market entry.

In short, the attacking leader behaves as if it were the defender’s respon-
sibility to seek a confrontation. All of these are mere pretexts, which a 
leader of the attacking company uses to delude his organization and even 
himself.

The more reasonable explanation is that the leader discovered the 
defender’s position has been found too strong and a victory would be of 
no use to him, especially since he does not have enough resources to face 
a prolonged campaign. In other words, the attacker may have exhausted 
his resources and whatever is available must be directed at the consumer.

Then, there is another condition where the campaign gets bogged down 
and the outcome is uncertain. At that point, the attacker would wait for 
a favorable turn of events to exploit the situation. Yet, in reality, there is 
no plausible reason to expect that the situation will turn in the attacker’s 
favor—unless there is the possibility of an alliance with another firm. 
Until confirmed, the leader in this instance is nurturing a delusion.

By way of excusing this turn of events and subsequent inaction, the 
leader is likely to make excuses of inadequate funds or lack of manage-
ment commitment and support. He may talk of insurmountable obstacles, 
and look for motives in the most intricately complicated circumstances. 
As an outcome, he will fritter away his strength in doing nothing and 
place the entire campaign at risk. In the meantime, the defender gains 
time, which is what he needs most.

There is one underlying concern in some of these issues, particularly 
in the delusions. Where there was outright failure, it may have been due 
to fear of the defender. Often, such expressions are the result of negative 
emotions triggered by a range of psychological forces. Individuals in lead-
ership position do harbor deep-rooted fear of failure, which has the insidi-
ous effect of closing down the mind and creating a type of paralysis or 
inability to take action.



Apply Offensive and Defensive Strategies • 157

Such responses are particularly troublesome when courage is the essen-
tial ingredient when preparing for an offensive action. “The requisite for a 
man’s success as a leader is that he be perfectly brave,” declared the emi-
nent strategist Baron Antoine-Henri de Jomini.

Courage is defined as the act of determination in a specific situation. 
It becomes a character trait only if it becomes a mental habit. There are 
ample numbers of brilliant individuals who simply do not have what it 
takes to recognize that bold actions are essential elements for timely and 
appropriate actions—in this instance, defense and offense.

Often, it is up to the individual to arouse the inner sense of courage and 
push aside the awful feelings that can creep into the mind and take control 
of his or her actions. That is where training, discipline, and experience 
need to kick in to overcome negative emotions.

It is also useful to think of a competitive campaign as a contest of one 
mind against another mind, the mind of one manager pitted against the 
mind of a competing manager who may be challenged by similar emo-
tions. In practice, however, few leaders, if any, would admit that the deci-
sion to stop a campaign, or to give up entirely, was motivated by the fear 
that his strength would run out, or that he might encounter new competi-
tors, or that other rivals might become too powerful. Those are the sup-
pressed issues or rationalizations that are rarely, if ever, revealed.

In summary, numerous factors contribute to how offensive and defen-
sive campaigns are handled. The commonalities consist of the objectives 
of the strategic business plan, availability of resources, quality of leader-
ship, and corporate culture driving the organization.

Then, there are the all-important psychological dynamics that encom-
pass the organization’s discipline, resilience, morale, and courage, as well 
as the full range of positive and negative emotions. These forces exist 
within the market gyrations of individuals shifting mindsets from a defen-
sive mode to an offensive posture, and back again, as campaigns progress.

Finally, if total success could be linked to the offensive elements that are 
present in every defensive campaign, no basic strategic difference between 
an offensive and a defensive campaign would exist. Yet all evidence sup-
ports the conclusion that the form of confrontation known as defense 
offers greater probability of success than attack.
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Section IV

Organizational Structure

As leaders, if you don’t reinvent yourself, change your organization structure; 
if you don’t talk about speed of innovation, you’re going to get disrupted. And 
it’ll be a brutal disruption, where the majority of companies will not exist in 
a meaningful way 10 to 15 years from now.

John Chambers
Former CEO, Cisco Systems
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9
Evolution of the Modern Organization

Various approaches to organizational designs for the digital age abound 
from numerous academics, consultants, and executives. The solutions 
are somewhat different depending on their respective points of view. Yet 
commonalities do exist in many areas, including several of the concepts 
expressed in the previous chapters.

For instance, these include speed, surprise, collaboration, responsive-
ness, and agility, as well as the use of cross-functional teams to maintain 
a strong interface with customers. Then add a market-to-organization 
communications network that permits switching from defense to offen-
sive, and back again to defend on short notice due to sudden actions by 
competitors.

In today’s digital environment, an organizational structure that incor-
porates those characteristics requires a design of openness, fluidity, and 
flexibility. Overlying such a structure is a prevailing force that is felt but 
not seen. It permeates the work environment with feelings of changeabil-
ity, volatility, urgency, and uncertainty. It is within these disquieting emo-
tional states that individuals rise to accomplish outstanding feats through 
innovation and inventiveness.

Such was the case at Microsoft when CEO Satya Nadella first took office. 
He saw a research project that held his attention. It was a demonstration 
that used speech recognition and artificial intelligence to translate a live 
conversation into another language. Immediately noticing the commer-
cial possibilities, Nadella wanted the tool combined with Skype as a work-
ing prototype, and he needed it in three months to announce at his first 
public event.
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Ordinarily, the task of turning a research project into a demo, or ready-
to-use product, would happen more slowly and methodically. But an 
urgent order is an order. The responsible business unit working at crisis-
level speed immediately assembled a team and went to work to meet the 
deadline. The resulting product: the Skype Translator, which eventually 
would become available in seven languages.

The type of responsive organization that could produce such a result 
is quite opposite of what prevailed in the early twentieth century. 
At that time, the typical organization operated in a hierarchy where 
every decision was subject to constant challenge and reexamination. 
Organizations were slow and ponderous, and attempts at mobilizing 
corporate functions to react in a short time frame would be unreason-
able to expect.

Individuals during that period typically worked in their functional 
areas within large impersonal organizations that one critic described as 
“dreariness, not so much of physical deprivation but of a psychological 
void.” Productivity was a major concern, and studies were continuously in 
progress to find approaches to increase efficiency and output.

The most famous of these research studies was conducted at the 
Hawthorne Works (a Western Electric factory) in Cicero, Illinois, from 
1924 to 1932. Observers meticulously tracked results in worker productiv-
ity as changes were made in lighting, relocation of workstations, working 
hours, break times, and other areas. Lighting, however, formed the basis of 
the study. In all instances, where changes were made, productivity initially 
improved. When the observers completed their observations and left, pro-
ductivity dropped to its previous levels.

Over the years, numerous organizational behavioral experts and indus-
trial psychologists put forth unique and scholarly interpretations. The 
widely accepted view—known as the Hawthorne effect—is that the work-
ers reacted positively in response to their awareness of being observed, 
rather than by any physical changes in their work space.

During that period, other researchers observed organizations, workers, 
and society through the written word. One of the more noteworthy books 
was William Whyte’s Organization Man, which suggested a degree of 
uniformity in the American middle class, reflected in standardized career 
paths, consumer tastes, sensibilities, and workplace obedience. Much of 
the writing about this group included David Riesman’s Lonely Crowd and 
C. Wright Mills’s White Collar Workers. Each suggests that the rise of this 
working class was joyless.



Evolution of the Modern Organization • 163

EVOLUTION OF THE MODERN ORGANIZATION

How did the organization evolve from that early period to where it is 
today? What were the drivers that prompted the business scholars and 
pragmatic businesspeople to devise and design the organization that is 
suitable for the digital environment?

To begin, the mere notion that management was a profession originated 
with the founding of business schools. The first was the Wharton School 
at the University of Pennsylvania, established in 1881. The central course 
of study at that time dealt with labor issues, preventing strikes, and main-
taining discipline. The curriculum also dealt with handling great amounts 
of capital and other business processes.

It was not until 1908 that the Harvard Business School opened. At first, 
it promoted and taught science and engineering. Eventually, the university 
opted for business, where the courses of study were influenced by the ideas 
of Frederick Taylor.

Frederick Taylor

Taylor claimed he found a form of management that was “a true science, 
resting upon clearly defined laws.” He based his method on the belief 
that for each task of an organization, there should be “one best way” 
found through careful analysis and measurement. Those who analyzed 
and measured, and acted upon the findings, would become part of a new 
profession.

Taylor distinguished between planning and doing. He thought planning 
required very clever people, whereas with doing, it did not matter if people 
understood “the principles of this science.” The more a worker could be 
treated as an unthinking machine, the better, because without the compli-
cation of independent thought, it would be possible to calculate how best 
to extract optimal performance.

Part of what Taylor called science was the reliance on quantification 
and mathematics to establish the most efficient way to work. In turn, that 
approach called for “time-and-motion” studies with stopwatches to mea-
sure achievement, so that a rate could be set for its completion.

He also wrote in his best-selling book The Principles of Scientific 
Management that workers were natural “loafers” who failed to work as 
hard as they could. Without greater efficiency, he argued, management 
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would have to reward workers with means other than pay, although he 
thought that pay was the best motivation of all.*

Considered the father of scientific management, which was inscribed on 
his gravestone after he died in 1915, Taylor’s followers included Henry Gantt 
and Frank and Lillian Gilbreth, who continued to develop and spread his 
ideas. They promoted a form of science, “aggressive rationality,” which swept 
away custom and superstition for the benefit of management and labor.

Even though labor unions rejected Taylor’s concepts, overall his philoso-
phy was in tune with the tempo of the times. He urged efficiency as a great 
national goal, rather than just an idea for companies. He hoped the prin-
ciples would apply to all social activities, from the management of homes 
to that of churches, universities, and government departments.

Efficiency, as he viewed it, fits well with the progressive connection that 
science, rather than intuition, could provide. He also felt his ideas worked 
as an objective basis for evaluating policies and reorganizing society to 
serve the needs of the majority rather than the self-interest of the few. A 
group of theorists followed Frederick Taylor to form what became the 
human relations school.

Human Relations School

As management theory evolved, the adherents to this school went beyond 
Taylor and stressed the importance of social networks in making organi-
zations work. A key figure here was Elton Mayo, who gained fame as an 
interpreter of the Hawthorne experiments described above. His research 
spoke directly to the core of executive concerns: how to calm the worker’s 
irrational, agitation-prone mind, and how to develop and train managers 
and executives to do so. Mayo’s underlying philosophy was deeply con-
servative, seeing conflict as a “social disease” to be remedied by a healthy 
cooperation across groups.

Others in the movement also had the idea of organizations as social sys-
tems, analogous to human bodies seeking some sort of equilibrium. To 
achieve equilibrium, the organization needed to achieve both efficiency 

* Some of Taylor’s theories are not unlike the ones contained in Douglas McGregor’s well-known 
Theory X and Theory Y, which consist of two fundamental approaches to managing people. 
Theory X tends to use an authoritarian leadership style. In contrast, Theory Y leans toward a 
participative approach. Theory X is characterized by individuals’ dislike for work. Though forced 
to work toward organizational objectives, they prefer to be directed. Above all else, they want 
job security, whereas with Theory Y, work is natural and enjoyable, it is self-directed to achieve 
organizational objectives, and individuals often seek greater responsibility.
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and effectiveness. Efficiency means the ability to satisfy the individuals who 
make up the organization; effectiveness involves the ability to meet goals.

Therefore, management must formulate the organizational goals and 
decide how to meet them. But it must do so in a manner that keeps all 
members involved through every available form of direct and accessible 
communications. This notion, which now gets closer to today’s organi-
zation, emphasized the importance of respect and cooperation, suggest-
ing that collaboration was more important than material incentives and 
threats.

Along the same lines, and in addition to technical and social skills, man-
agers needed to work actively to infuse the organization with appropriate 
values—which is now the cornerstone for developing a sound corporate 
culture. Otherwise, according to the theory, the organization would fail. 
It was therefore important “to educate and to propagandize” people to 
“inculcate” appropriate motives and perceptions. Therefore, executives 
must not only conform to a moral code but also create moral codes for 
others, which would be reflected in high morale.

As the century progressed, the possibilities for maintaining a docile, 
regimented workforce receded with the growing strength of labor unions 
and the increasingly demanding nature of work requiring specialists. 
Moreover, while the original inspiration for the human relations school 
might have been to draw workers away from socialism and unions, it 
encouraged managers to recognize that their organizations were complex 
social structures rather than simple hierarchies, and that their workers 
would respond positively if treated as rounded human beings.

The approach risked replacing autocracy with paternalism as it strug-
gled to work out how these developing views of organizational life would 
affect structures of power. The more these structures had to be addressed, 
and the more they had to be related to the wider social and economic 
changes underway, the more managers would need a strategy. What fol-
lowed were the influences of the giants of industry on the evolution of the 
organization.

GIANTS OF INDUSTRY

Of all the business leaders spanning several decades, from the late 1800s 
through the 1930s, a few stand out who influenced the development of 
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organizations and management. The primary ones include John D. 
Rockefeller, Henry Ford, and Alfred P. Sloan.

John D. Rockefeller

Ironically, Rockefeller’s claim to fame cannot be used as a model for oth-
ers to follow. He is best known for building an industry and developing 
Standard Oil into a virtual monopoly. As a leader, however, he had an 
exceptional ability to size up a market situation by seeing the full picture 
of its potential. Yet he could deal effectively with its individual compo-
nents, such as sources of supply, distribution networks, government regu-
lations, and competition, although at times his methods used a variety of 
questionable techniques. By 1900, Standard Oil had reached the peak of its 
influence. The size of the international market, which already included sig-
nificant competitors, meant that its relative position was bound to decline.

Rockefeller used skill, boldness, and power to overcome competition. 
Alliances and combinations, which were ingeniously developed as trusts, 
were used as a way of guaranteeing efficiency, stability, and most impor-
tantly, control. However, he was already in a state of transition when forced 
to break up the trusts with the enactment of the Sherman Antitrust Act 
and the active intervention of President Theodore Roosevelt.

Even where it looked as if Rockefeller was defeated, the opposite was 
the case. As the market expanded, it turned out that it was increasingly 
beyond the capacity of any single company to control a developing market 
of such size and complexity. The ability of smaller units to respond flex-
ibly to new conditions eventually made for a stronger and more profitable 
industry, which was perpetuated by the likes of Henry Ford and Alfred P. 
Sloan.

Henry Ford

Ford framed an organization that linked to his strategic vision. He wished 
to “construct and market an automobile specially designed for everyday 
wear and tear,” a machine to be admired for its “compactness, its simplic-
ity, its safety, its all-around convenience, and its exceedingly reasonable 
price.” To accomplish this monumental task, he needed to get the price 
down to ensure the needed volume for a mass market—which did not 
exist at the time. That effort required new forms of manufacturing and 
assembly.
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Thus, Ford’s strategic thinking of a “universal car” that was built with 
high-quality materials and simple to operate resulted in the famous Model T. 
He then concentrated on manufacturing the one model in large numbers for, 
as it turned out, a longer period than warranted. When asked by his salesmen 
for more models, Ford famously remarked, “Any customer can have a car 
painted any color that he wants so long as it is black.” That said, the Model T 
was not to be a luxury item for a few, but one for “the great multitude.”

To accomplish this feat, he installed the first assembly line in 1913. Tools 
and men were placed in sequence as each component moved along until 
the car was finished. This reduced the “necessity for thought on the part 
of the worker and his movements to a minimum.” Ford claimed that his 
approach was a breakthrough not only in car manufacturing, but also in 
the development of the industrial society.

In effect, he gave a decisive impetus to two critical and related develop-
ments: the techniques of mass production, which in turn fed the desires of 
mass consumption. In his leadership approach, Ford sought personal con-
trol and oversight over what had become a massive company, with hun-
dreds of thousands of employees and sales in the millions, yet he ran it “as 
if it were a mom-and-pop shop.”

The company reached its peak in 1923, when it produced 2 million cars, 
including many tractors and trucks. By then, however, competition was 
developing from General Motors and Chrysler. While Ford stuck with the 
Model T, the others set the pace with a greater range of new cars. By 1926, 
Ford’s production barely reached 1.5 million vehicles and prices dropped 
from $825 to $290. The rivals also began offering new forms of payment, 
such as accepting credit and installments. Ford was unwilling to offer 
similar inducements.

By the 1930s, almost submerged by competition, defeated by the unions, 
and suffering from a shameful reputation of anti-Semitism, Ford had little 
to offer the next generation of customers. The company’s resurgence would 
have to wait until the beginning of World War II with the production of 
military vehicles, which would benefit from its vaunted assembly-line her-
itage. The industrial world was now ready for another type of leader.

Alfred P. Sloan

Sloan, president and later chairman of General Motors from 1923 through 
1956, was responsible for shaping the modern corporation, as well as the 
automobile industry. His initial idea upon becoming president depended 
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on two propositions: First, the company should be split up into divisions, 
each with its own chief executive with commensurate responsibility for all 
its operations. Second, specific organizational functions, absolutely neces-
sary to the overall corporation’s development, needed to be controlled at 
one level, notwithstanding that they might cause some contentious issues 
with division executives.

Sloan also had to face the reality that Ford, in the early 1920s, accounted 
for some 60% of all cars sold in the United States. To advance against such 
a formidable competitor, General Motors deployed its several divisions 
with 10 models, from a basic car to a luxury vehicle.

The brilliance of this product-line strategy at that time is that these mod-
els did not reflect any existing market concept. That is, before market seg-
mentation as a calculated marketing strategy became popular, Sloan’s way 
of thinking represented a new way to view the market. It was about how dif-
ferent classes of customers might respond to variations in price and quality.

Consequently, the company could be organized to suit an evolving mar-
ket. At that time, Sloan was not just relating to the market, he was actu-
ally reshaping it. The boldness of the strategy was not unlike Ford’s initial 
approach to making a mass market. Sloan’s approach to an organizational 
structure fit precisely with his strategy of marketing a full range of models 
under the slogan of a car “for every purse and purpose.”

For instance, at the low end of the market, Sloan went up against the 
Model T with the company’s Chevrolet model, but at a somewhat higher 
price than Ford’s car. He astutely recognized that going head-to-head 
against Ford would be a wasteful strategy. Instead, he targeted the low end 
of the market by aiming for higher quality in order to justify a higher price.

Sloan’s intention was to get sales from customers prepared to pay a bit 
more, but also to pick up sales from those at the next higher class who 
might prefer to pay a bit less. That maneuver would leave Ford locked in at 
the very low end of that segment. And if it wanted to go upscale, it would 
confront Chevrolet, which was quickly solidifying its position. Within six 
years, General Motors led the market, selling 1.8 million vehicles in 1927.

ORGANIZATIONAL THINKINGS AND STRATEGISTS

A diverse range of thinkers contributed to organizational development. 
One of those renowned organizational thinkers was an academic, Peter 
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Drucker, who explored what it meant to manage a modern corporation. 
His book The Concept of the Corporation was the first to consider busi-
ness as an organization, and that management is a specific organ doing 
specific kinds of work with specific responsibilities. He is credited with 
having established management as a discipline and the organization as a 
distinct entity; as such, they qualified as a discipline and a recognized field 
of study.

Drucker acknowledged Taylor’s contributions, but was skeptical of sci-
entific management. He thought good results could be achieved by intu-
ition and hunch. Further, Drucker blamed Taylor for separating planning 
from doing. Rather, he believed the job of management was “to make what 
is desirable first possible and then actual.”

The essence of his philosophy was to alter circumstances by con-
sciously directed actions. To manage a business was to “manage by objec-
tives.” To this end, he understood that whatever the long-term vision, it 
had to be translated into immediate and credible goals when it came to 
implementation.

Drucker very clearly took into account the complexities of both organi-
zational structures and business environments. His numerous books set 
him up as the first contemporary management theorist. During his career, 
he became a consultant to leading companies such as Ford, General 
Motors, and General Electric.

The Business–Military Connection

Other leaders and writers came on the scene. One specific group saw a 
meaningful and pragmatic connection between military concepts and 
business applications, specifically as they related to organizational devel-
opment and business and competitive strategy.

Bruce Henderson of the Boston Consulting Group was one of those 
individuals who in the 1960s dealt with issues of strategy by relating them 
to their military roots. He referenced the work of Sir B. H. Liddell Hart, 
the eminent British military historian who was famous for his concept of 
the indirect approach, which is still viewed as a valid strategy not only in 
its original usage in the military, but also in business, sports, and other 
endeavors.

For instance, Liddell Hart’s two fundamental principles turned out to be 
recognizable and applicable for corporate executives and midlevel manag-
ers in competitive business situations: First, direct approaches against an 
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adversary (think competitor) firmly in position almost never work and 
should never be attempted. Second, to defeat an adversary, one must first 
upset its equilibrium, which is not accomplished by the main effort, but 
must be done before the main effort can succeed.

Henderson especially valued Liddell Hart’s emphasis on maneuvering 
through the indirect approach and concentrating strength against a rival’s 
weaknesses.* He also sensed the drama of competition and discussed 
the trickery that might be employed to divert competitors. Strategy, he 
thought, could be applied to differences in leadership style, as well as to 
matters of overhead rate, distribution channels, or corporate image.

Other noteworthy references to the military–business connection came 
from a 1981 article, “Marketing Warfare in the 1980s,” by Philip Kotler 
and Ravi Singh, where the authors indicated that the need of businesses 
“to develop competitor-centered strategies to win market share [would] 
lead managers to turn increasingly to the subject of military science.”

Then Al Ries and Jack Trout in 1986 wrote the highly popular Marketing 
Warfare, which used the Prussian general and military theorist Carl von 
Clausewitz for inspiration.† The authors focused on the psychological 
aspect by asserting that at stake was occupying the mind of the consumer 
rather than territory. And just like the strongest armies, the strongest 
companies should be able to use their power to stay on top.

They also maintained that for small companies to have a chance, like 
small weaker armies, they must employ cunning and not brute force 
against a large organization in a well-entrenched defensive positon.‡ 
Altogether, Ries and Trout became well known for how they applied four 
strategies—defensive, offensive, flanking, and guerrilla—with market 
share determining which was appropriate.

Possibly the most influential military reference, which had its origins 
more than 2,500 years ago, is Sun Tzu’s Art of War. This remarkable work 
is often quoted in modern business books, in articles, and at management 
seminars for its enduring wisdom and capacity for meaningful applica-
tions to business situations. As such, Sun Tzu was the common source on 
which many business leaders and other commentators based their ideas 
(see Table 9.1).

* References come from Strategy by B. H. Liddell Hart, Frederick A. Praeger Publishers, New York, 
1965. Also see applications of these strategies in Chapters 4 and 6 of this book.

† Also see my book Clausewitz Talks Business, Taylor & Francis, Boca Raton, FL, 2015.
‡ See Chapter 8 for a comprehensive discussion on the advantages of defensive positions.
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ORGANIZATIONS: A PANORAMIC OVERVIEW

What follows is a historical review by decades that highlights key events 
that formed the foundations for today’s digitally based organizations.

The 1950s

As Europe and Asia began rebuilding after the devastation of World War 
II, the 1950s became a period of overwhelming economic influence by the 

TABLE 9.1

Quotations from Sun Tzu’s Art of War

For to win one hundred victories in one hundred battles is not the acme of skill. To 
subdue the enemya without fighting is the acme of skill.

Supreme excellence consists in breaking the enemy’s resistance without fighting.
With many calculations, one can win; with few one cannot. How much less chance of 
victory has one who makes none at all! By this means I examine the situation and the 
outcome will be clearly apparent.

One mark of a great strategist is that he fights on his own terms or fights not at all.
Although everyone can see the outward aspects, none understands the way in which I 
have created victory. Therefore, when I have won a victory I do not repeat my tactics, 
but respond to circumstances in an infinite variety of ways.

Speed is the essence of war. Take advantage of the enemy’s unpreparedness; travel by 
unexpected routes and strike him when he has taken no precautions.

Now to win … and take your objectives, but to fail to exploit these achievements is 
ominous and may be described as wasteful delay.

Any unnecessary expenditure of time, every unnecessary detour, is a waste of strength 
and thus abhorrent to strategic thought.

Victory is the main object in war. If this is long delayed, weapons are blunted and morale 
depressed. When troops attack … their strength will be exhausted.

While we have heard of blundering swiftness in war, we have not yet seen a clever 
operation that was prolonged.

Engage … only when odds are overwhelmingly in your favor. Always identify and 
exploit your comparative advantage.

Know the enemy and know yourself; in a hundred battles you will never be in peril. 
When you are ignorant of the enemy, but know yourself, your chances of winning or 
losing are equal. If ignorant both of your enemy and of yourself, you are certain in 
every battle to be in peril.b

a Substitute enemy with competitor, fighting with market confrontation, war with competitive campaign, 
and troops with personnel, as well as other appropriate substitutions, to get the most value from Sun Tzu.

b This particular quote, and several others in the listing, is of special value when thinking of the 
themes of this book and the high value of big data and analytics to determine where you are posi-
tioned, as well as to know about your rival.



172 • Leadership Strategies in the Age of Big Data and Algorithms

United States throughout most of the world. During that time, corporate 
planning dominated most of the larger U.S. companies.

Consisting primarily of production plans, this type of planning focused 
on satisfying an insatiable demand for consumer goods within the United 
States, as well as supplying industrial products to help those European and 
Asian countries ravaged by war to rebuild their economies and redevelop 
consumer markets.

At the highest organizational levels, senior-level executives developed 
corporate plans, which maintained a dominant financial focus. Rarely did 
lower-echelon managers participate in strategy planning sessions.

In contrast, lower-level managers geared their planning to maximize 
productivity for the short-term satisfaction of market demand. Marketing 
as a distinct unifying function enveloping product development, market-
ing research, advertising, sales promotion, and field selling did not exist 
at that time.

The 1960s

Strong consumer demand for products characterized the 1960s. The busi-
ness environment was marked by intensified economic growth in most of the 
industrialized countries. Yet serious competition still remained limited. And 
there was no urgency to change procedures, other than to keep the produc-
tion lines moving efficiently. In general, what was produced was consumed.

In addition to developing markets in European industrialized countries, 
third world countries slowly emerged as customers for products to sus-
tain the basic needs of life. Such products included simple machines, some 
types of agricultural equipment, and basic transportation in the form of 
buses and bicycles.

Organizations began to look to business planning as a way to involve 
those executives who represented the core activities of manufacturing, 
research and development, sales, and distribution. As part of the longer-
term strategy, there was a conscious effort to integrate diverse business 
functions through a coordinated plan of operations. In spite of this plan-
ning breakthrough, however, long-term plans were still kept separate from 
those short-term plans prepared by middle managers.

The 1970s

This decade triggered a transitional phase in planning and strategy. With 
the postwar rebuilding process almost complete, its full effect was about to 
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impact the world. European companies burst onto global markets. It was 
the Japanese companies, however, that generated the most aggressive and 
penetrating competition.

The full thrust of their competitive assault hit virtually every major 
industry, from machine tools and consumer electronics to automobiles 
and steel. The new competitive situation ignited the surging movement to 
embrace marketing planning and competitive strategy.

In turn, marketing strategy during the 1970s signaled a period of mar-
ket identification and expansion. In North America, customers demanded 
more varied products and services, and they were willing to pay for them. 
Responding to the continuing population shift out of the cities, businesses 
followed increasingly affluent customers into the expanding suburban 
shopping malls. In Western Europe and Asia, new markets continued 
to unfold, thereby increasing consumption of consumer and industrial 
products.

Executives reshaped their organizations and merged the individual 
plans of the once-scattered activities of merchandising, advertising, sales 
promotion, publicity, and field selling into a unified strategy to identify 
and satisfy changing market demands. Typically, the marketing plans 
developed by middle managers covered only a one-year period.

Within those plans, managers emphasized emerging geographic mar-
kets, new technology applications, and international markets. They made 
extensive use of demographic profiles to define markets with greater preci-
sion. Beyond demographics, a new approach to market definition emerged 
that utilized psychographics, a profiling system that described prospects 
by lifestyle and behavior.

Marketing as an independent business discipline expanded rapidly into 
undergraduate and graduate degree programs at universities worldwide. 
In keeping with the evolving and changing market conditions, a broad 
definition of marketing developed:

Marketing is a total system of interacting business activities designed to 
plan, price, promote, and distribute want-satisfying products or services 
to organizational and household users in a competitive environment at a 
profit.

That definition emphasized understanding customer needs and devel-
oping comprehensive programs to satisfy the wants of different mar-
ket segments. Further, a “total system of interacting business activities” 
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called for integrating various business activities, such as manufacturing, 
research and development, promotion, and distribution. In turn, the defi-
nition also called for the use of strategy teams consisting of individuals 
from each of those diverse functions. It reaffirmed the integration already 
begun through business planning.

Managers viewed the planning document as a “housing” to contain all of 
the above functions and the resulting strategies in a logical and organized 
format. Then, to encourage clear and precise communications throughout 
the organization, the plan became the medium to reach all levels of the 
organization.

By the late 1970s, still another form of planning took hold: strategic 
planning. Strategic planning aimed to build onto the long-term, finan-
cially oriented corporate plans of the 1960s by adding a strategic focus to 
the process. More precisely,

strategic planning is the managerial process of developing and maintain-
ing a strategic fit between the organization and its changing market oppor-
tunities. It relies on developing

• A mission, vision, or strategic direction
• Objectives and goals
• Growth strategies
• A business portfolio consisting of markets and products

Corporations still used the generalized terms strategic planning, cor-
porate planning, and business planning. And managers considered them 
part of a common business vocabulary. Regardless of the term used, 
the intent showed that volatile environmental, economic, industry, 
customer, and competitive factors require a more expansive and dis-
ciplined strategic thought process for effective planning and strategy 
development.

No longer could top-down 1950s-style corporate planning driven by 
a production orientation suffice. The evolving competitive international 
marketplace of the 1970s required a more precise orientation satisfied by 
strategic planning and marketing planning.

The 1980s

The 1980s spurred the next stage of planning—strategic marketing (or 
market) planning—which merged two planning formats: the long-term 
strategic plan and the short-term marketing plan.
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There are several reasons why the strategic marketing plan evolved to 
this stage of the planning cycle:

 1. While strategic planning permitted managers to create a long-term 
vision of how the organization could grow, for the most part, it 
lacked implementation. A survey conducted by Deloitte & Touche 
Consulting during this period indicated that while 97% of the 
Fortune 500 companies wrote strategic plans, only 15% of that elite 
group of companies ever implemented anything that came out of the 
plan.

 2. Marketing planning, in turn, incorporated only those activities 
associated with the marketing function into an action-oriented plan. 
The planning period, however, was usually confined to one year. No 
formal process linked the longer-term strategic plan that required an 
implementation phase to the shorter-term marketing plan that war-
ranted a strategic vision.

 3. Typically, each plan developed independently within the organiza-
tion. No procedure unified planning efforts consistent with the mar-
keting definition of “a total system of interacting activities designed 
to plan, price, promote, and distribute want-satisfying products to 
organizational and household users in a competitive environment.”

Under those exceptional conditions, the strategic marketing plan 
evolved to create a linkage of the strategic plan with the marketing plan. 
It connected the internal functions of the organization with the external 
and volatile changes of an increasingly competitive global environment. 
In turn, the plan became the storehouse for marketing strategies.

The 1990s

As corporations of the 1980s and 1990s reengineered and downsized to 
create cost-effective, efficient, and lean organizations, a further innovation 
evolved. The middle-level manager was asked to develop a formal strategy 
plan for his or her product, service, or business unit.

Using the strategic marketing plan as a hands-on format, the manager 
could now conceptualize a product with a long-term strategic direction 
that focused on future customer and market needs. He or she could project 
what changes would take place in a framework of industry, consumer, com-
petitive, and environmental areas and identify ways in which technologies 
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would change business practices. In addition, new groundbreaking soft-
ware could identify buyer patterns and interpret their implications, so that 
business strategies could be adjusted to maximize profitability.

The 2000s

With intensive worldwide competition from developed and developing 
countries on virtually every continent, and especially from China, exten-
sive use of strategic alliances continued with major corporate mergers, as 
well as through minor joint marketing efforts by a wide range of compa-
nies. Thus, the effective application of competitive strategies continued to 
saturate managers’ time and energy as they immersed themselves in initi-
ating efficient operations, outsourcing numerous functions, and adopting 
new technology innovations.

In particular, executives faced various types of competitive campaigns. 
Each had a distinctive purpose and required a customized action plan 
with objectives aligned to the business plan and the organization’s culture. 
These appeared in various forms, as displayed in the business press during 
the recent decade:

Walmart stores attack one of the largest consumer electronics chains, 
Best Buy stores.

BMW shifts production to lightweight carbon fiber ahead of competi-
tors to give its electric cars a performance advantage.

Google launches a new computer operating system and attacks 
Microsoft.

BASF challenges Monsanto’s dominance in the global seed market.

Although these headlines may not have reached a crisis stage for those 
organizations under attack, they nevertheless did call for the defending 
firms to develop action plans.

Each of the above competitive situations, therefore, took on its own 
unique character. Companies began restructuring to respond rapidly with 
actions to gain an advantageous position, disrupt a competitor, or reverse 
declining sales by using a variety of thrusts, such as introducing cutting-
edge technology, offering enhanced services, launching new products, or 
initiating low prices.
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THE AGE OF THE DIGITAL ORGANIZATION

The above historical review of how organizations evolved, the thought 
processes of the noteworthy leaders and writers of that period, and the 
changing practices of management illustrate and contrast the differences 
over the decades with the organizational needs of today’s digital world. 
Yet a finite connection does exist with the past. Some perceptive lead-
ers recognized the power of economic, environmental, and behavioral 
changes, and thereby the value of becoming more responsive to the mar-
ketplace. These forces prompted them to revamp their organizations with 
a customer-centric orientation, rather than stick to their heritage as a 
production-centered organization.

As for the new workers, they are portrayed as positive, creative, authen-
tic, expressive, and spontaneous—and described by some as independent, 
insubordinate, and less awed by the perceived wisdom of experts or even 
the dictates of common sense. Thus, with the emphasis now on big data, 
algorithms, and analytics as essential tools for competitive advantage, 
these talented workers are considered key differentiators in a digital world 
of competitive encounters. As such, they need to be nurtured and trained.

In the course of one year, 2016, AT&T delivered 50,000 big data–related 
training courses, from one-week boot camps to advanced PhD-level data 
science courses. As important, employees were taught to interact within an 
organizational structure that strives for collaboration among all corporate 
functions. That means influencing the two primary zones of activity that 
shape a dynamic marketplace: first, making certain that the organization’s 
products and services meet customers’ needs, and second, strengthening 
the firm’s ability to defend its markets against the inroad of aggressive 
competitors. Both zones, in turn, contribute to a balanced organization 
that is flexible enough to protect what it has gained. Yet it has the internal 
capability to expand according to the objectives of its strategic business 
plan.

Thus, to achieve such collaboration, an operational structure is needed 
that is supported by five forces to provide stability, openness, resilience, 
and responsiveness to the enterprise. These are contained in Exhibit 9.1 as 
digital technology, competitive strategy, corporate culture, organizational 
structure, and strategic business planning.
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�e Five Forces of Leadership Shaped by the Digital Age

EXHIBIT 9.1
For an organization operating in the digital age, the five-force structure provides an all-
inclusive framework to deal with aggressive competitive inroads, as it maintains a strong 
interface with customers.
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10
Activate an Agile Organization

Complex and centralized bureaucracies are obsolete. Change requires new 
business models … leaner, faster, more decentralized.

Jeff Immelt
Chairman and CEO, General Electric Co.

(from Murray, 2016)

What is the thinking behind the above quote, and what are the underlying 
issues contained in “complex and centralized bureaucracies are obsolete”? 
Based on the theme of this chapter, activating an agile organization means 
that your company culture is flexible enough and your corporate systems 
and personnel are adaptable enough to meet the new and uncertain condi-
tions from within and outside your industry.

It also means your firm can handle the huge inflow of data, sort out the 
meaningful information, and systematically convert it into probabilities 
and possibilities for new opportunities. Then, you are able to see where 
the potential areas of disruptions might come from. At that point, you can 
prioritize objectives and strategies into actions. This entire process is typi-
cally housed in a business plan. (See Section V, “Strategic Business Planning.”)

Where planning is ingrained as part of your operation, you can view 
how you want the future of your organization or business unit to evolve. 
Your aim, then, is to develop offensive and defensive initiatives that would 
permeate the organization and emerge as tactical business unit plans.

Agility, then, entails maneuver, speed, and the ability to concentrate at 
decisive points—areas covered in previous chapters. Spearheading it all 
are applications of technology and new product development for the digi-
tal age. Thus, within an agile organization, the use of big data and plan-
ning has a twofold purpose: First, reach and satisfy the consumer, or as 
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Peter Drucker stated, “Create a customer.” Second, neutralize the com-
petitors’ efforts to interfere with your plans.

The clear implication to these points is that your company cannot 
remain idle. Even if you have no immediate threat from a competitor, 
without doubt, rivals will eventually seek you out, especially if your firm 
has made some breakthrough with a new product, service, or technology. 
And even if you enjoyed peaceful coexistence with a rival, you cannot be 
assured of continuous live-and-let-live harmonious relationships.

Then, there are the potential threats from outside your industry that 
can cause major disruptions. Such was the case in the automotive indus-
try with the rise of autonomous cars and the accelerating trend in ride-
sharing firms. General Motors, for instance, felt that long term its business 
model would be upended with the rapid movement by organizations out-
side the automotive industry that were actively immersed in driverless 
cars and shared mobility services. Worse yet, industry forecasts indicated 
that U.S. auto sales could fall 40% within 25 years. That spiraling threat 
had Detroit-headquartered GM executives sprinting to Silicon Valley to 
seek alliances with the prime innovators.

At stake for GM was the clear need to defend its market position, not 
only by speeding up its own mobility programs, but also by forming rela-
tionships with ride-sharing outfits that were involved with driverless car 
software. GM subsequently invested heavily in self-driving cars and struck 
an agreement with the number two ride-hailing firm, Lyft.

GM also made a $1 billion investment in Cruise Automation, a self- 
driving software maker company. Clearly, GM followed the defensive–
offensive strategy of attempting to protect its basic business by going on 
the offensive. “We can wait to be disrupted, or we can take an active role 
to disrupt,” stated a GM executive.

Other companies in the automotive industry also heard the call to action—
or be left behind. Fiat Chrysler Automobiles looked to partner with Apple 
to make cars. And Ford scanned for alliance possibilities, prompted by the 
notion that in the foreseeable future, Google and Apple would be its key rivals.

AGILITY LINKS TO PREPAREDNESS

If you suspect your competitor’s intentions are to disrupt your existing 
mode of operations, there is no safer course of action than to prepare 
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contingency plans for ready use. That is somewhat axiomatic. Yet if you 
look at preparedness from another vantage point, it would take on a more 
precise course of action. That is, if you desire some measure of market-
place peace, you must organize for confrontation.

Preparations made in times of peaceful coexistence give a greater chance 
for success in times of competitive challenges. Competitors do not easily 
take action against a company that is ready to actively resist. By contrast, 
peaceful and complacent companies are vulnerable unless they activate 
contingency plans in time and in a way that becomes a visible threat to 
active rivals.

Of particular importance, these plans must take into account the rapid 
advances in data, modeling, and automated analysis that allow for greater 
precision in targeting and measuring the effects of competitive campaigns. 
As part of that effort, analytics offers powerful clues about why consumers 
behave as they do.

The essential point regarding preparedness is “to make what is desir-
able first possible and then actual,” according to Peter Drucker, which 
requires an organizational design that establishes seamless relationships 
with marketing, production, logistics, finance, product development, and 
other basic activities.

Organizationally, then, you need an integrated planning function 
and active cross-functional teams with the authority and responsibility 
to develop offensive and defensive strategy plans that reach, satisfy, and 
perpetuate your firm’s position in an evolving marketplace. This is where 
preparedness through an agile organization can accommodate to that 
tempo by developing new opportunities. “The days of cycling global ideas 
through a central headquarters are over. Globalization requires pushing 
capability to local teams who are empowered to take risks without second 
guessing,” declared Jeff Immelt.

Whereas the physical structure of an organization varies with individ-
ual tastes, the design must permit the digital linkages to enhance relation-
ships. Specifically, then, it is digitization that forms the underpinnings of 
the organization’s configuration that connects customers with the internal 
operations of your firm.

Given those attributes and conditions, how would you describe your 
firm? Exhibit 10.1 is a worksheet that will assist you in determining your 
firm’s profile, as well as provide clues as to what you believe would be 
the optimum profile for your firm. Based on McKinsey & Company’s 
Organizational Health Index, results showed that companies with speed 
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and stability have a 70% chance of being ranked in the top quartile by 
organizational health. That is a far higher proportion than McKinsey 
found among companies focused only on one or the other.

McKinsey’s work also highlighted three core areas where balancing 
between stability and flexibility is critical: “organizational structure, 
which defines how resources are distributed; governance, which dictates 
how decisions are made; and processes, which determine how things get 
done, including the management of performance.”

Start-up
Chaotic
Creative
Frenetic
“Free-for-all”
Ad hoc
Reinventing the wheel
No boundaries
Constantly shifting focus
Unpredictable
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Start-up Agile

Trapped Bureaucracy
Total Total

Uncoordinated
Struck
Empire building
Fighting fires
Local tribes
Finger pointing
Under attack
Rigid
Politics
Protecting “turf”

Risk-averse
Efficient
Slow
Bureaucratic
Standard ways of working
Siloed
Decision escalation
Reliable
Centralized
Established

Total Total

Quick to mobilize
Nimble
Collaborative
Easy to get things done
Responsive
Free flow of information
Quick decision making
Empowered to act
Resilient
Learning from failures

Weak Stable backbone Strong

EXHIBIT 10.1
Worksheet: where does your organization fall today? Place a check mark by every word 
that describes how it currently feels to work at your company. Total the number checked in 
each quadrant to see where your company falls. (From “Agility: It Rhymes with Stability,” 
McKinsey Quarterly, December 2015. Copyright © 2015 McKinsey & Company. All rights 
reserved. Reprinted by permission.)
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AGILITY LEADS TO EFFECTIVE PERFORMANCE

The attributes listed in Exhibit 10.1 under “Agile” serve as guidelines for 
activating an organization suitable for the digital age. As McKinsey’s 
research points out, however, attributes from other quadrants may need 
to provide a “stable backbone.” The following explanations refer only to 
“Agile.”

Quick to Mobilize

Speed of mobilization means removing barriers that prevent reacting 
rapidly to changing marketplace conditions. Barriers appear in various 
forms, such as sluggishness among staff, which is often due to a lack of 
understanding about the urgency of a threat, or not completely internal-
izing a sudden opportunity.

Such was the above case of General Motors. Executives in the C-suite 
finally saw the danger of their almost century-old business model com-
ing apart. Then, in relatively quick moves, they proactively reached out 
to Silicon Valley to negotiate with organizations that presumably had no 
history in making cars. Yet that is exactly what those nonautomotive com-
panies were doing with their autonomous test cars: racking up hundreds 
of thousands of miles.

Then, there is the issue of executives creating their own barriers to speed. 
In some instances, it is due to a leader’s basic personality that requires him 
or her to check, recheck, and quantify every detail beyond reasonable lim-
its as time ticks away without a decision. Or it is the case of sheer procras-
tination, whereby the overly cautious leader simply will not move, even if 
prodded with quality data.

This behavior may be due to an innate fear of making an error, so that 
the feeling of insecurity about what lies ahead is unreasonably magnified. 
And should that person realize the urgency of speed, the more he lin-
gers with the potential dangers, and the more doubtful and indecisive he 
becomes.

Beyond personality, there is another dynamic at work whereby a man-
ager rises in the organization to a leadership position, primarily due to a 
dedicated specialty. However, when thrust into a situation that relies on a 
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broader knowledge of markets, strategies, and maneuvers, the experience 
and training needed for effective decision making are lacking.

Nimble

Somewhat similar to the above, this attribute suggests flexibility, dexterity, 
and an outstanding ability to adapt to changing situations. This factor is 
difficult to quantify, since each situation creates its own criteria of what 
makes up nimbleness. This point is illustrated by the actions of Apple.

With its smartphone shipments experiencing continuous declines, iPad 
sales slowing, phone upgrades slackening, and the Apple Watch not living 
up to sales expectations, in 2016 Apple moved rapidly to cut a momentous 
deal with Chinese ride-sharing service Didi. At the time, Didi handled 
more than 11 million rides a day and served about 300 million users across 
China. That timely maneuver expanded Apple’s presence in China, the 
world’s largest mobile arena, with its entire product line, including Apple’s 
CarPlay and Apple Wallet.

Nimbleness, as a corporate attribute, is exceedingly valuable in many 
of today’s markets where establishing a first-in market position often pro-
vides a distinct competitive advantage. It is valuable, too, where forming 
joint ventures to accelerate a company’s growth, especially where few via-
ble relationships are available, as was the case with Apple and Didi.

Collaborative

Collaboration has been mentioned numerous times in previous chapters. 
It is the hallmark characteristic of the digital corporation. The issue, then, 
is what can get in the way of effective collaboration?

The inhibiting element is friction. It takes on many forms and can affect 
a firm’s ability to mobilize rapidly and stay nimble. Friction tends to pen-
etrate the behavior of staff members, often among team members who 
challenge others to claims of status, power, or authority.

Another place where friction resides is in the adversarial relationships 
that commonly exist among diverse functions, such as marketing versus 
finance, product design versus manufacturing, sales versus logistics, and 
the like. Then, there are the opposing personalities of individuals clashing 
from a variety of natural or contrived circumstances.

One significant source of friction that should be anticipated comes 
about from expending excessive physical effort. Exhaustion is one of the 
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characteristics that wears away at individuals’ energies and consequently 
has an adverse effect on job performance. This is especially critical where 
extra levels of stamina and clear judgment are needed during an active 
market campaign.

Such signs are noticeable among those individuals who spend exten-
sive periods of time in travel beyond their normal schedules. Or it could 
be through excessive amounts of overtime and weekend work over long 
periods that show up as mental and physical wear and tear. They all can 
have an adverse effect on the delicate balance of work, family, and per-
sonal life.

Thus, from a leader’s point of view, expending physical energy for an 
extended period of time should be a major concern. What matters most 
is the effect of fatigue on staff morale, which could negatively affect the 
outcome of a campaign. It is the singular issue that makes a critical dif-
ference between success and failure in implementing the business plan, 
especially where attitudes tend to be fragile and mood swings can deepen 
into depression.

Friction, then, is a powerful force that can stall any plan and create orga-
nizational turmoil that reflects in missed opportunities and disorganiza-
tion. On the surface, the organization and everything related to it seems 
clear-cut and appears manageable. Yet each business unit is composed of 
individuals, and everyone has the potential for creating friction.

That is why discipline, training, effective communication, high morale, 
and adherence to a well-developed plan can contribute to welding the staff 
together for a collaborative effort. Consequently, the leader must be an 
individual of tested capabilities, so that the workings of the system move 
with a minimum of friction.

In sum, understanding the foundation concepts and underlying 
nuances associated with friction should be taken with the utmost seri-
ousness for collaboration to flourish. That means making every effort to 
internalize the full scope of friction’s capacity for irreparably damaging 
the organization.

Easy to Get Things Done

Reducing the level of friction is one sure way of lifting barriers and per-
mitting things to get done easily. Another is removing layers within the 
organization. Organizational layers, long chains of command, and cum-
bersome committees prolong deliberation and foster procrastination.
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The essential ingredient for an efficient enterprise is simplifying the 
system of control, and in particular, shortening the organizational layers 
from the field to top-level executives. “Sometimes everyone agrees with 
an idea you’ve helped formulate, and then, instead of being sent through 
seven different management layers for approval, it’s put into action the 
next week,” according to one management consultant.

In a small organization, the chief executive officer or president is at the 
helm. He or she is in a unique position to control both policy making and 
execution. Because decisions do not have to be channeled through others, 
they are unlikely to be misinterpreted, delayed, or contested. Plans can be 
implemented with consistency and speed.

In the larger multiproduct firms with more people, products, and addi-
tional levels of authority, results may fall victim to a cumbersome, inflex-
ible operation. Individuals in the field often feel that there are obstructions 
in the decision-making process for moving into new markets. Missed 
opportunities are common, and “go” decisions get stuck for reasons other 
than the competition.

Even field managers think that there are too many people at the staff 
level or not enough on the job with revenue divisions. The large office 
staffs and the shortage of line personnel are sources of constant complaint. 
Much of that condition is handled by downsizing and reducing staff to an 
efficient “lean and mean” level.

Your own experience may well support the obvious inference that an 
organization with many levels in its decision-making process cannot 
operate efficiently. Notwithstanding advanced mobile technology, this 
situation exists because each link in the managerial chain carries four 
drawbacks:

 1. Loss of time in getting information back from the field
 2. Loss of time in sending orders forward
 3. Lack of full knowledge of the situation by senior management
 4. Reduction of the top executive’s personal involvement in key issues 

that affect the availability of resources

Therefore, for ease of getting things done, reduce the chain of command. 
The fewer the decision-making levels, the more dynamic the operation. 
The result is improved speed and increased flexibility to adjust to varying 
circumstances. You can thereby concentrate at the decisive point before 
competitors have a chance to respond.
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Responsive

Responsiveness is a presence of mind. It permits you to deal with a range 
of business transactions, competitive confrontations, and unexpected 
market interventions during times when timely and accurate decisions 
are required. Within that climate, four elements make up the competitive 
marketplace: risk, physical exertion, uncertainty, and chance. And where 
deep deliberation and extensive research are needed, the marketplace says, 
act now.

Where responsiveness is not present, it shows up in the complacent atti-
tudes of some executives who feel protected by their company’s longevity 
in the market and by a strong public image. Yet many of those once-proud 
enterprises were left in shambles. Or they were forced to exit their primary 
markets and go in entirely new directions, as in the case of the reorganized, 
downsized, and redirected Eastman Kodak Co. (described in Chapter 3).

Free Flow of Information

Embedded in this factor is the need for a receptive audience that willingly 
accepts and uses the flow of data. Yet there are instances where you may 
face cynical groups. Very likely, they are the millennials who have experi-
enced tough economic times. They have seen, and perhaps have been part 
of, layoffs. They experienced unfilled promises, although not intentional, 
but due to the dynamics of a competitive marketplace. And, increasingly, 
they may avoid the emotional attachments of previous decades of “feeling 
corporate.”

In any event, the necessary information must still get through to the 
various groups within the organization, even to those who may seem emo-
tionally detached. For best results, information should attempt to foster a 
positive mindset among individuals. Thus, you will have to decide how 
to communicate bad news and when to announce the good happenings. 
Undoubtedly, it takes some level of communications skill to place a posi-
tive spin on bad news, where the central aim is to motivate the staff to 
action.

Fortunately, there are more effective tools to call into use, including 
mobile connectivity and social media, that can get the staff more involved. 
For instance, modern digital communications make it easier to personal-
ize messages to the needs of business units, teams, and individuals. Using 
two-way communications, such as online polling software, permits rapid 
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feedback to address sensitive issues or provide further details about a pro-
posed program. The essential point is that the personalized messages from 
the CEO or other senior executives go directly to frontline employees 
without getting transposed or misinterpreted through a filtering system 
of middle management.

To expedite the free flow of information and eliminate points of inter-
ference, it is also useful to identify key individuals within the firm who 
enjoy a high level of influence over specific groups. These individuals can 
be likened to the familiar consumer hierarchy of influencers who can sway 
others. For instance, innovators can guide the thinking of early adopters. 
They, in turn, influence the early majority, followed by the late majority 
and laggards. These individuals, then, are the ones you should enlist to 
assist in positively influencing the mindsets of others.

Finally, where the organization establishes the free flow of information, 
it helps individuals internalize the goals and priorities of the organization. 
It also provides them with a pathway for individual career growth through 
further training and active participation.

Quick Decision Making

In a competitive situation, your object is to place your rival in a static 
situation where it cannot harm you. That means taking some action to 
weaken or totally neutralize the competitor. Such action, however, does 
not take place in one decisive campaign. Instead, it occurs in an ongoing 
series of market encounters; some are major, as with the introduction 
of a new technology, and some are minor, as in the announcement of a 
new promotion. However small the resources employed, or however lim-
ited the objectives of the campaign, once an effort is underway, actions 
cannot be interrupted. Each campaign, therefore, is subject to time and 
urgency.

Considering that you would be involved in an ongoing series of cam-
paigns, the rival manager would dictate to you as much as you dictate to 
him. Thus, in your attempt to overcome your rival, you must match your 
effort against his power of resistance. Doing so is an outcome of two insep-
arable factors: first, the total resources at the disposal of your competitor, 
and second, the strength of his will.

The extent of the rival’s resources can be estimated with a fair degree 
of accuracy. However, the strength of his resolve is far more difficult to 
determine. Based on examining a known competitor’s typical operating 
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pattern, it is possible that algorithms can lead to some substantive conclu-
sions. Assuming you arrive at a reasonably accurate estimate of his power 
of resistance, you still need to make an appropriate decision.

And should more data trickle in, there may be little time to review 
the situation or even think it through thoroughly. In any case, whatever 
your decision, expect that the competing manager will respond. Thus, 
the decision-making cycle repeats.

Empowered to Act

This attribute allies with quick decision making. Yet there is one addi-
tional component to empowerment: the courage to act. Without courage, 
empowerment is a dormant issue. Courage is of two kinds: first, cour-
age to face the pressures associated with taking risks, and second, cour-
age to accept responsibility for committing company resources and being 
accountable. The first kind of courage may be an inbred character trait, 
where adventure and risk are part of an individual’s psychological makeup. 
The second would reflect an individual’s personal ambitions, feelings, and 
emotions, which tend not to be changeable.

Both kinds of courage involve dealing in the realm of the unknown, which 
could be speculative and take on the effect of a gamble. Notwithstanding 
that you may be relying on reliable data, chance is ever present. The out-
come could affect individuals’ careers and an organization’s present state 
and future position.

With either kind of courage and in the context of the agile organization, 
empowerment is a potent force that must be encouraged, especially when 
dealing with today’s intelligent staff. With evolving campaigns requiring 
immediate action, a leader is often governed by emotions rather than by 
logical thought. That is where the intellect needs to arouse the quality of 
courage, which then supports and sustains it in action.

One more trait needs to be added to empowerment: determination. 
Some individuals may command the keenest mind and may even pos-
sess the courage to accept serious responsibilities. But when faced with 
a difficult situation, they still find themselves unable to reach a decision. 
The required determination is aroused by the intellect and by a specific 
state of mind. “A dream doesn’t become reality through magic; it takes 
sweat, determination, and hard work,” stated General Colin Powell. 
And “the truest wisdom is a resolute determination,” declared Napoleon 
Bonaparte.
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Resilient

An agile organization permits individuals to operate with a resilience that 
glows by means of an inner light, which often leads to innovative out-
comes. It is a quality embedded in most individuals: intuition. To some 
people, intuition suggests a fragile quality that cannot be pinned down 
when it comes to developing actionable strategies or reducing the dire 
effects of unfavorable situations.

Yet there is sufficient scientific evidence to rely on this innate quality 
to confidently take action without being immobilized by doubt. This is 
especially so where rational thinking and incomplete data do not produce 
trustworthy solutions.

If you and your staff are able to experience intuitive assistance, then 
all can benefit from multiple impressions expressed as instinct, insight, 
hunch, or gut-feel. That includes receiving sensations through such forms 
as vision, hearing, and perception. Intuition tends to be personal and 
takes on an individual’s inborn personality, as the mind goes to work on 
a problem.

Thus, resilience is an essential organizational attribute where market 
events are hidden in a fog of uncertainty. That is where the interplay of 
possibilities, probabilities, good luck, and bad luck weaves its way to an 
eventual outcome.

Therefore, the weightiest decisions are often made on inexact premises, 
with always the element of chance hovering over all events, even with the 
input of data. Yet it would be totally false to assume that success is a matter 
of sheer luck. It is not luck in the ordinary sense that brings achievement. 
In the long run, so-called chance favors the courageous, intelligent, and 
intuitive individuals.

Learning from Failures

For the agile organization, failure functions as a learning experience. It is 
recognized as a temporary condition from which cause-and-effect reviews 
are pored over and fresh solutions emerge for the next campaign. This 
ability to continue with energy and purpose means that the above attri-
butes are in place and working.

Thus, the firm is quick to mobilize. It is nimble and things get done eas-
ily without a cumbersome and excessively layered structure. The notion 
that the firm is responsive to opportunities means there is a free flow of 
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data and analytics to permit quick decision making. The implication, too, 
is that individuals are empowered and the firm enjoys a resilience that can 
create and respond to opportunities.

Given the above attributes of an agile organization suitable for the digi-
tal age, what type of behavior should you reasonably expect from your 
staff? There are four areas that represent reasonable expectations.

Active participation. Considering the relative freedom of intellectual 
thought that exists today in the majority of organizations, and with the 
variety of communication tools readily available and familiar to most 
individuals, you should expect ongoing dialogue that leads to tangible 
solutions related to the changing dynamics of the marketplace. Thus, the 
active participation and information exchange should capture the insights, 
knowledge, and observations of your staff.

Momentum. Losing momentum is dangerous. For the alert competitor—
and you have to assume there is one or more—signs of complacency represent 
an opportunity for the rival to introduce a new service, snare a key customer, 
or attack the vulnerable segment of your market. Further, any loss of momen-
tum should alert you to organizational flaws that indicate a loss of agility.

Specifically, expect your staff to keep up momentum in the following 
ways:

• Search for revenue expansion opportunities, as well as cost reduction 
opportunities.

• Report on new systems and disruptive technologies that could cre-
ate a sustainable competitive advantage, and possibly neutralize the 
competitor’s capabilities.

• Reduce the rival’s effectiveness by reinforcing your market posi-
tion, so that the competitor is likely to dissipate its strength without 
achieving its objectives.

• Initiate plans that identify emerging or neglected markets. The aim 
is to expand by avoiding a direct, head-on confrontation against a 
stronger rival.

• Create a differentiated product, or value-added service, that is not 
easily cloned.

• Integrate data analytics into tactical plans, so that you can take fast 
action to benefit from new market opportunities, as well as react rap-
idly to competitors’ actions.

• Form constructive relationships with customers that lock out com-
petitors for an extended sales cycle.
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Innovative thinking. As already mentioned in numerous scenarios, this 
expectation is quite realistic with today’s (mostly) educated workforce 
and in an agile organization. At Google, for instance, innovative think-
ing is valued, essential, and required. It is embedded in the core culture of 
the organization. As such, its management creates a working climate that 
attempts to tap the innovative thinking of the staff in all aspects of their 
jobs.

For instance, Google management gives all engineers one day a week 
to develop their individual pet projects, no matter how far from the com-
pany’s central mission. If work deadlines get in the way of those free days 
for as much as a few weeks, they accumulate. Also, the system is so perva-
sive that anyone at Google can post thoughts about new technologies or 
businesses on an ideas mailing list, available company-wide for inspection 
and input.

At Amazon, CEO Jeff Bezos instituted the Just Do It Award. It is an 
acknowledgment of an employee who did something notable on his own 
initiative, typically outside his primary job responsibilities. Even if the 
action turned out to be a mistake, an employee could still earn the prize 
as long as he or she had taken risks and shown resourcefulness in the 
process.

What are the leadership traits that support such expectations? First, it 
means recognizing and appreciating the inherent worth of people. And 
even where some individuals’ ideas will not succeed, their efforts are rec-
ognized and respected. This is especially relevant working with culturally 
diverse personnel with a wide range of ethnic and religious backgrounds.

Second, at each level, leaders stand aside and let subordinates do their 
jobs. They empower their people, give them tasks, delegate the necessary 
authority, and let them do their work. The fundamental leadership issue 
here is that in the process of fostering innovative thinking, the staff is 
actively encouraged to grow professionally and personally.

Alertness. Staying alert relates to many of the topics already discussed, 
such as responsiveness, quick decision making, and urgency, as well as the 
strong emphasis throughout the previous chapters on competitive threats 
and aggressive actions. Thus, a reasonable and necessary expectation is 
for your staff to internalize the importance of staying alert. That means, 
in part, unraveling market events and then recommending strategies sup-
ported by market data.

Unless you actively play a part, however, alertness can be a vague and illu-
sive expectation. Recapping some of the techniques previously mentioned, 
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you can participate by broadening your staff’s view of the competitive 
world by tailoring the following guidelines to your organization’s needs:

• Keep your staff informed about meaningful market and competitor 
events.

• Motivate them by providing a venue to exchange ideas and insights.
• Tap into their diversity, thought patterns, experiences, and collective 

knowledge, thereby integrating individuals and their functions.
• Develop an electronic-based forum to share ideas and viewpoints 

and stimulate conversations.

As you encourage a healthy interaction among your employees, you also 
sensitize yourself to their moods, temperaments, and increasingly, the 
nuances of their thoughts. Doing so assists in sustaining their psycho-
logical well-being and unifying the group. By taking such constructive 
action to shape positive relationships, you acknowledge that your people 
are a major influence in market performance. And, as important, they can 
serve as key competitive differentiators.

As long as their mindsets tune to fresh opportunities, it is reasonable to 
expect that your staff will be alert to possibilities that every day and each 
event has to offer, providing, that is, they understand how their actions 
contribute to the overall company’s fortunes.

Also, they will act positively if they believe it is personally beneficial for 
them to play an active role in the organization. You must be sure, however, 
that your employees see the opportunities, agree with them, and are of 
the same opinion. As a result, you should see tangible improvements in 
performance, innovation, and employee harmony.

Much of this chapter focused on the benefits of an agile organization to 
meet the high-speed, flexible, responsive operating needs of a digital envi-
ronment. As illustrated with the automotive industry in Chapter 9, busi-
ness models evolved with the creative geniuses of Henry Ford and Alfred 
P. Sloan, as each shaped an industry that had never before existed.

Both leaders pioneered new technologies and methods of manufac-
turing. They created markets to absorb the enormous output of prod-
ucts never before available to mass audiences. Ford and Sloan structured 
their respective organizations around the availability of a workforce and 
an innovative assembly-line structure. Much of this progress was based 
on the ambition, courage, tenacity, and individual management styles of 
those company leaders at a time when there was no viable precedent.
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Across the decades, organizations meandered through continuous tran-
sitions, from a manufacturing focus, to a marketing orientation, to an 
information technology period, to a transformative digital and technol-
ogy future. Now, the corporate world calls for an organizational design 
to meet a highly competitive global environment where talented, highly 
educated groups of individuals use evolving technologies to develop not 
only world-class products for the masses, but also customized products for 
individual usage. Algorithms, big data, and analytics are the foundation 
tools for those everyday operations.

Yet within such an organizational framework, there is one all- 
encompassing component that you have to highlight to convey unique-
ness and stability to the otherwise freewheeling spirit of agility: corporate 
culture.

Culture reflects your organization’s values, visions, norms, working lan-
guage, systems, symbols, beliefs, habits, and history. In effect, it makes 
the organization a living, working entity. Culture shapes the behavior of 
personnel and reflects their feelings and actions. You will want to make 
certain it is aligned with your company’s digital future.*

*  Chapter 7 provides a detailed discussion of corporate culture.
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Section V

Strategic Business Planning

The plan is nothing; planning is everything.

Dwight D. Eisenhower
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11
Leadership and the Strategic 
Business Plan

There are compelling reasons for highlighting strategic business plan-
ning as a leadership force, especially during this digital age where massive 
quantities of data flow into the operation.

First, the planning process helps you sort through the incoming data 
and allows for more insightful interpretations over the long term. It is 
especially useful if placed within a framework of a clearly defined strategic 
direction about where your organization or business unit is headed, over 
at least a three- to five-year period.

Planning helps you think like a strategist as you prioritize objectives, 
develop competitive strategies, and drive future product development. 
From a tactical position, planning allows for developing the numerous 
details to reach customers in geographically and culturally dispersed mar-
kets, using the seemingly limitless potential of algorithms, big data, and 
analytics.

Second, with reference to Eisenhower’s opening quote, transposing 
his comment into a pragmatic application, planning is a mental process 
that provides clarity of purpose to your thinking and serves as a reli-
able interactive network to improve collaboration among your staff. The 
overall intent is to give a human face to your leadership with the end-
point of galvanizing your staff to react to a changing competitive and 
fast-moving environment that is driven by new opportunities gleaned 
from big data.

When completed, the plan is perhaps one of the most comprehensive 
and useful people-to-people communications vehicles of all. It reduces 
the possibility of vaguely transmitted directions that can be easily 
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misinterpreted, particularly where there is controversy among decision 
makers. And it generally decreases the level of confusing conclusions up 
and down the organizational chart.

Thus, the plan, when viewed against a backdrop of long-term strategic 
goals and strategies, lessens the intensity of miscommunications and mis-
understandings. With that view in mind, the plan is a “living” document 
that is pliable and subject to modification when documented with new 
data to provide clarity.

Consequently, embracing the strategic planning process as a component 
of your leadership will enhance your capabilities with a higher level of 
competence, as you manage the increasing complexity being thrust upon 
you. As part of the process, you will more accurately assess the strengths 
and weaknesses of your organization or business unit. You can then install 
systems and controls to monitor results and thereby form rational judg-
ments about trends and opportunities to pursue, as well as assessments of 
individuals and resources needed to do the job.

What follows is implementing the plan. The quality, and thereby 
the effectiveness, of the plan depends on your personal commitment 
to planning, the level of tangible support within the C-suite, and the 
skill of individuals delivering on the plan. As important to the plan-
ning process is the willingness and courage to move beyond the press-
ing problems of today and take a thoughtful look into the foreseeable 
future, where fresh opportunities prevail, new markets materialize, 
trends surface, and breakthrough technologies offer enticing new 
possibilities.

While the erratic behavior of a marketplace offers no guarantees of suc-
cess, even where your plans and strategies are diligently implemented, all 
that you can reasonably expect from your best efforts is to build a com-
petitive edge that goes in your favor in an environment of possibilities and 
probabilities. And even where some objectives and strategies lack total 
accuracy, consider the opportunistic effect if your competitor has done 
little planning.

Consequently, your rival would likely react to every news headline and 
piece of data and scatter resources without an overall strategic direction. 
Certainly, under those circumstances the competitive edge would be on 
your side. Thus, the advantage goes to those managers who avoid sus-
tained and careless expenditures of resources; instead, they achieve their 
objectives by seeking a more strategic viewpoint.
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The following list summarizes the positive outcomes of immersing your-
self, and those with whom you interact, in the planning process. Acquiring 
the skills to develop resourceful plans will enhance your leadership to

• Make more accurate market decisions from data analytics and 
thereby allocate resources with greater accuracy

• Identify the patterns of your competitor’s strategies and counter 
them more effectively before they materialize

• Resolve internal conflicts before they arise by referencing agreed-
upon objectives

• Recognize customers’ needs and buying behavior, and then translate 
the data analytics into new market and product opportunities

• Create strategies and tactics that result in a sustainable competitive 
advantage

• Concentrate your strength against a competitor’s weaknesses at 
decisive points

• Manage personnel performance with greater efficiency
• Assess your company’s and employees’ states of readiness
• Select the markets in which to concentrate your resources
• Make strategic decisions with greater precision
• Energize your group or organization to take advantage of the 

immense global opportunities

In all, developing competence in planning helps you to win through 
effective leadership—to win markets and customers, to win a profitable 
and sustainable market position, and to win over competitors.

COMPONENTS OF A STRATEGIC BUSINESS PLAN

We look for game changers; areas which Fuji can win at. Controlling 
microenvironments? We know that.

Fujifilm Holdings executive

“We look for game changers.” What is behind that statement from Fujifilm? 
What challenges are embedded in those words, and how do they impact 
strategic business planning and its interface with leadership?
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Fujifilm’s management awoke over a decade ago to see the beginning of 
a sharp drop in sales of its familiar green photo-film boxes. The reason: 
There was a distinct trend that its customers were latching onto digital 
photography, followed by the pervasive use of smartphones. It was at that 
point that Fujifilm began serious efforts at turning around the company 
from its photo-film roots and exploring new science and technology mar-
kets. In contrast, rival Eastman Kodak faced the same trend, but waited 
too long to plan a transition and eventually filed for bankruptcy.

Fujifilm began by examining its core competencies and searching for 
ways to apply the primary technologies used in producing its core film 
products. That led to one of its first ventures: a beauty line called Astalift, 
which uses the expertise it developed researching photographic applica-
tions. Other extensions of its technology and know-how paved the way 
to move the company into Ebola drugs, antiaging lotions, and stem cell 
research.

How does strategic business planning fit the Fujifilm scenario? Let 
us look at the overall structure of the strategic business plan model for 
answers. The plan involves a two-level structure:

Level 1: Strategic. Consists of a strategic direction or vision, objectives, 
strategies, and a portfolio of products and services.

Level 2: Tactical. Consists of a situation analysis, market opportunities, 
objectives, tactics, financial controls, and budgets.

LEVEL 1: STRATEGIC

Strategic Direction or Vision

Developing a strategic direction permits you to take the long-term view 
of your business. By using the output of data analytics, you can focus 
your attention on specific market and industry trends, forms of customer 
behavior, and other major forces affecting your business.

This is where Fujifilm* looked at its big picture, which clearly displayed 
a deteriorating business of its legacy film products. Company personnel 

* This author has no inside knowledge of Fujifilm’s actual planning procedure. The discussion 
reflects information reported in the business press from which these extrapolations are made to 
demonstrate key parts of the planning process.
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then looked at its internal processes, overall competencies, and specific 
areas of scientific expertise honed over decades in search of product appli-
cations and corresponding new markets.

Doing so meant venturing into unfamiliar territory, such as health care, 
which then led them to regenerative medicine for the repair of damaged 
tissues or organs. In turn, that extended into stem cells, capable of morph-
ing into any body part, and to skin products for use on burn victims and 
other patients.

Thus, the process incorporated algorithms and data analytics and was 
driven by a spirited leadership that motivated personnel to expand its 
intuitive insight into new businesses. All the exploring formed the basis 
for expressing Fujifilm’s strategic direction over the long term.

For your purposes, developing a strategic direction from trend data can 
fashion your efforts over the long term. Your strategies would affect such 
areas as engaging competitors, determining the level of risk your company 
will incur, and selecting offensive or defensive efforts to protect your mar-
ket positons.

The following questions provide a framework for taking a collabora-
tive approach to developing your strategic direction. Your introspective 
answers will help shape a clear vision of what your company, business unit, 
or product or service will look like over the long-term planning period.

Implicit in these questions are issues you should first clarify with senior 
management, such as how big to grow, how fast to expand, what people 
skills are required, and particularly, the availability of financial, material, 
technology, and other resources.

Let us examine each of the questions in detail:*

 1. What are our organization’s distinctive areas of expertise? This ques-
tion takes some soul searching to understand the DNA that makes 
your firm different and unique. It will also take some pragmatic 
examination to see how your firm stacks up against a variety of fac-
tors, from management strength and employee morale to technol-
ogy and financial resources. For instance, Fujifilm found that the 
same precision manufacturing techniques it used to make photo 
film could be used on other products that require the meticulous 

* You can fine-tune the questions to fit the primary issues relevant to your company and industry. 
Also, where time and resources permit, use a cross-functional team to conduct an extensive 
strengths, weaknesses, opportunities, threats (SWOT) analysis.
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handling of small molecules. In turn, that steered Fujifilm to think 
of other new businesses, including pharmaceuticals.

 2. What business(es) should we be in over the next five years? This 
requires looking out beyond your existing business to examine, and 
reimagine, what is on the horizon in new technologies, industry 
trends, competitive moves, and evolving market needs. The implica-
tions are that if your business is too narrow in scope, the resulting 
product and market mix will be generally narrow and possibly too 
confining for growth.

  On the other hand, defining your business too broadly can result 
in spreading capital, people, and other resources beyond the capa-
bilities of the organization and your ability to defend against aggres-
sive competitors. Therefore, as part of the process of defining what 
business you should be in, you have to take into account the culture, 
skills, and resources of your organization. It also means considering 
such factors as customer needs, business functions to be enhanced 
or added, and types of new technologies you need to compete 
successfully.

  For Fujifilm, the broad outlook led to controlling microenviron-
ments. Its chairman, Shigetaka Komori, set the dimension of change 
by declaring that the company would shift focus from its photo-film 
roots toward new science and technology markets.

 3. What segments or categories of customers will we serve? Customers 
exist at various levels in the supply chain and in different segments of 
the market. The end of the chain consists of end-use consumers with 
whom you may or may not come in direct contact.

  For Fujifilm, the new markets did entail entering new segments, 
as well as a supply chain with unaccustomed characteristics. To deal 
with those unfamiliar issues, the company acquired firms that had 
access to dedicated segments, such as Toyama Chemical, the pro-
ducer of an antiviral medicine used by some Ebola patients in West 
Africa. Another acquisition was U.S.-based Cellular Dynamics 
International, a producer of various types of stem cells, which per-
mitted Fujifilm to move into regenerative medicine with its focus on 
repairing damaged tissue or organs.

 4. What additional functions are we likely to perform for customers as 
we see the market evolve? As competitive intensity increases world-
wide, each intermediary customer along the supply chain is pres-
sured to maintain an advantage. This guideline question asks you to 
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determine what functions or capabilities are needed to solve custom-
ers’ problems.

  More precisely, you are looking beyond your immediate custom-
ers and reaching out further along the supply chain to identify those 
functions that would solve your customers’ customers’ problems. 
Such functions might include providing specialized proprietary data, 
utilizing the Internet of things to enhance quality control programs, 
financial assistance, or rapid delivery. As experience is absorbed and 
data usage is analyzed, additional services can be identified, which 
would likely be of a tactical nature.

 5. What new technologies will we require to satisfy future customer 
needs and meet and exceed those used by competitors? Within 
the framework of the previous question and the practices of 
your industry, examine the impact of technologies on customer 
retention. Look at where your company ranks with the various 
technologies and types of software used for product design, manu-
facturing, and logistics. That means truly making a commitment 
to tracking, analyzing, and interpreting customer behavior and 
attitudes.

  Look, too, at the continuing changes in information technology 
and business intelligence with their disruptive effects on product 
innovation and market competitiveness. Also appraise such tech-
nologies as the above-mentioned Internet of things to provide expert 
diagnostic systems for problem solving. Then, there are the rap-
idly changing communications systems to manage and protect an 
increasingly mobile enterprise, as well as for dealing with the threats 
of damaging cyber-attacks.

 6. What changes are taking place in markets, consumer behavior, com-
petition, legal and environmental, and economic issues (global and 
local) that will impact our company? This form of external analysis 
permits you to sensitize yourself to those critical issues that relate 
to markets, the industry, and existing and emerging competitors. 
This broad-based question is open ended and can cover the changes 
that are most likely to affect your long-term view of the marketplace. 
They can be as narrow as local economic conditions and as broad as 
pending governmental regulations.

  Specifically, for competition, the analysis considers the likeli-
hood of confrontations with the rival’s entire company or with its 
individual business units and product lines. Therefore, as part of 
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the analysis, also look at the managerial issues that affect employ-
ees’ ability to react to competitive conflict, such as discipline, train-
ing, leadership, communications, and the underlying culture of the 
organization.

Using these six questions as a discussion guide with your team allows 
you to make a long-term visionary inquiry that forms your strategic direc-
tion. In turn, it guides your decision making when faced with a competi-
tive conflict.

Objectives

Objectives give tangible form to the strategic direction and vision of the 
plan. There are two primary guidelines that should have your attention 
when setting objectives: first, objectives should indicate what outcomes 
you want to achieve, and second, they should address the issues or events 
that initially set the plan in motion. For Fujifilm, it was the digital trend 
that threatened its traditional product line of film, which was on a down-
ward slope, and there was an urgent need to reinvent the company if it was 
to survive and grow.

The quantitative objectives should indicate performance metrics such 
as sales growth, market share, return on investment, profit, and any other 
quantitative objectives required by your management. For Fujifilm, it set 
a revenue objective for its health care operations of $8 billion by 2018, up 
from $3.2 billion in fiscal year 2015.

Nonquantitative objectives would span such diverse areas as initiating 
organizational changes, reorienting corporate culture, upgrading relation-
ships within the supply chain, consolidating a segment position, establish-
ing strategy teams, building specialty products to penetrate new markets, 
improving competitive intelligence systems, rallying staff morale, upgrad-
ing technology, and any other issues that are pertinent to the business (see 
Table 11.1).

For Fujifilm, the areas in Table 11.1 that outweighed other categories 
were “Markets” and “Products and Services.” Although the other catego-
ries were not insignificant, they had to be ranked according to priority. 
Yet, in the process, reorienting people to the new strategic direction and 
reorganizing Fujifilm to develop its R&D function certainly had to place 
high among the priority issues. A sampling of Fujifilm’s nonquantitative 
objectives might look like the following:
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• Secure a position as a leading innovator in controlling microenvi-
ronments through advanced scientific applications of its legacy man-
ufacturing expertise.

• Aggressively enter cosmetics and pharmaceuticals markets through 
acquisitions.

• Reorganize the organization to permit engineers and executives to 
collaborate on developing products that require the precise handling 
of small molecules.

Note, too, how these objectives have long-term strategic implications. 
Where possible, you can add quantitative information for each objective. 
However, it is not always necessary in this strategic section, as long as 
there is noticeable movement through such actionable terms as investigat-
ing, testing, examining, and exploring.

Quantitative details can be added later in the plan, usually in the growth 
strategy section and certainly at the tactical one-year portion of the plan, 
where details are given, dates specified, and responsibilities assigned. The 
essential point is that this planning format permits flexibility to accom-
modate to the practices of the entire organization, as well as to their indi-
vidual business units and product lines.

Thus, the aim of the strategic direction is to provide a “vision” of what 
the future of the organization or group can look like; the objectives delin-
eate the precise outcomes, and strategies indicate the actions.

Strategies

A major component of the plan, which covers significant portions of the 
previous chapters, focuses on strategies. These are action elements that set 
the plan in motion. This section, then, outlines the means by which you 
achieve your objectives.

Whereas the emphasis of this book is at the strategic level with a time 
frame of three to five years, you may find that an urgent need persists 
to take immediate action, particularly in a situation where timing is the 
pressing issue and artificial structures of timelines fade away in favor of 
survival.

Your thinking about strategies generally emphasizes the following issues:

• Identifying decisive points in which to concentrate resources against 
a market segment
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• Specifying actions to neutralize the competitor’s advantages
• Selecting market segments that are best suited for regaining the 

offensive
• Pinpointing areas that would represent competitive advantages for 

defending existing markets from aggressive rivals
• Utilizing data analytics to identify the root causes of declining mar-

ket share
• Reinvigorating a dispirited group to drive next-generation products 

and services
• Incorporating data analytics to improve audience targeting and 

segmentation
• Identifying hidden relationships, patterns, and trends within data, 

based on individual or group behavior

As indicated in Chapter 4, think of strategies as actions to achieve your 
longer-term objectives, and tactics as actions to achieve shorter-term 
objectives. In a broader sense, strategy is the art of coordinating the means 
(money, human resources, and materials) to achieve the ends (profit, cus-
tomer satisfaction, and company growth) as defined by the organization’s 
strategic direction, policies, and objectives. Further, strategy consists of 
actions to achieve objectives at three distinct levels: corporate strategy, 
midlevel strategy, and tactics.

Tactics cover such areas as social media, applications of big data, sales 
force deployment, supply chain methods, customer relationship pro-
grams, training, product branding, value-added services, and the selec-
tion of market segments to launch a product or dislodge a competitor.*

Techniques and formats for indicating strategies can vary. Whereas 
some objectives tend to be longer term and broader based, you may need 
to develop multiple strategies for each objective. For instance, you can use 
general strategy statements and then follow by restating the specific objec-
tive along with the related strategies. Look again at Table 11.2.

Portfolio of Products and Services

The business portfolio includes listings of existing products and markets, 
as well as new products and markets. Following a logical progression, it is 

* Details about short-term tactics go beyond the scope of this book. Those topics are adequately 
handled by the specialized books and articles on those subjects.
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TABLE 11.2

Comparative View of Strategies and Tactics

Strategies Tactics
Covers broader issues, which impact a longer 
time period, and is more closely aligned with 
the strategic direction and objectives

Covers shorter-time durations and is 
subordinate to longer-term objectives 
and strategies

• Develop initiatives that would better align 
the corporate culture with strategies and 
tactics.

• Introduce product or service projects that 
lead to longer-term customer retention, 
profitability, and defensible market 
positions.

• Initiate systems and programs to solidify 
long-term relationships within the supply 
chain or with end-use customers.

• Update existing production capabilities to 
improve service to markets with high 
growth potential.

• Acquire appropriate technologies to 
sustain a competitive advantage through 
proprietary software, or the challenges 
promised by such advances as three-
dimensional printers.

• Optimize the performance of the sales 
force—includes such areas as incentives, 
training, acquisition of competitor 
intelligence, and deploying individuals to 
support long-term opportunities identified 
from data analytics.

• Find sources to build financial strength to 
carry out long-term commitments.

• Pinpoint R&D and other product 
development initiatives that address both 
existing and all-new products.

• Assess levels of customer or technical 
services required by each market served.

• Initiate training programs that develop 
employees’ unique skills and are 
compatible with the strategic goals of the 
organization.

• Organize corporate systems and functions 
that support the long-term strategic plan.

• Develop plans to guard the organization 
against the growing threats from 
cyber-warfare.

• Initiate actions that create a 
competitive advantage, with the 
specific aim of neutralizing a 
competitor’s ability to react quickly 
and decisively at a particular time 
and location.

• Develop marketing plans that 
(1) introduce differentiated 
products and new applications, 
(2) launch creative applications 
that utilize social media, or (3) test 
promotional themes that embrace 
such movements as “going green.”

• Probe into new, poorly served, or 
unserved market segments for 
further development.

• Select decisive points for market 
entry or defense.

• Test product or package offerings, 
including introduction of new 
value-added services to preempt 
and blunt a competitor’s entry 
strategies.

• Change promotions, incentives, 
prices, discounts, or services that 
could positively affect supply chain 
agreements.

• Identify internal changes in the 
operating systems that would speed 
up communications from the field 
to the home office, and alert 
management to take rapid 
counteractions against damaging 
threats from aggressive 
competitors.
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based on the strategic direction, objectives and goals, and growth strate-
gies outlined in the previous parts of the plan.

In particular, your portfolio should mirror your long-term vision. 
That  is,  the broader the scope of your strategic direction, the more 
expansive the range of products, services, and markets in the portfolio. 
Conversely, the narrower the dimension of your strategic direction, the 
more limited the content of products and markets.

Use the following format to develop your own business portfolio:

Market penetration: Existing products in existing markets. List those 
existing products and services you currently offer to existing cus-
tomers. In an appendix of the plan, you can document sales, prof-
its, market share data, and other pertinent facts related to growth 
potential or competitive issues. You can then determine if your 
level of penetration is adequate and if possibilities exist for further 
growth.

Product development: New products in existing markets. List potential 
new products or services you can offer to existing markets. Again, 
recall the guideline that the broader the dimension of your strate-
gic direction, the broader the possibilities for the content of your 
portfolio. Also, continue thinking in a time frame of three to five 
years.

Market development: Existing products in new markets. List your 
existing products that could sell into new markets. Explore pos-
sibilities for market development by identifying emerging, 
neglected, or poorly served segments in which existing products 
can be utilized.

Diversification: New product in new markets. This portion of the busi-
ness portfolio is somewhat visionary, since it involves developing 
new products for new and yet untapped markets identified from 
data analytics. Consider new technologies, global markets, the green 
trend, and potential alliances.

Once again, interpret your strategic direction in its broadest context. 
Do not seek diversification for its own sake. Rather, the whole purpose of 
the exercise is for you to develop an organized framework for meaningful 
expansion. After identifying new opportunities, it may be necessary for 
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you to revisit your growth strategies and list actions you would take to 
implement the opportunities.

The business portfolio completes the strategic portion of your plan. 
By reviewing the Fujifilm example, you can see where at least three 
of these sections—product development, market development, and 
diversification —would be filled with products and markets to match the 
company’s new direction. What follows is the structure of the one-year 
tactical plan.

LEVEL 2: TACTICAL

The tactical section encompasses two stages. The first one is creating con-
crete actions to carry out longer-term objectives. In Fujifilm’s case, that 
meant dealing with such details as absorbing the wave of acquisitions and 
integrating them into the company’s core operating systems.

Then, there were the myriad factors associated with implementing the 
other strategic objectives and strategies associated with regenerative medi-
cine and skin care. As one Fujifilm executive explained, “We have decades 
of technology and know-how backing us, and now that we’ve opened up 
these possibilities, expect much more to come.”

The second stage is preparing for campaigns related to two zones of 
activities: launching campaigns to enter new markets and introduce 
the Astalift beauty products, and campaigns that deal with the inroads 
of aggressive competitors attempting to block Fujifilm from achiev-
ing its objectives. From a leader’s viewpoint, Fujifilm is likely to face 
several of these campaigns and thereby needs to be ready with action 
plans.

The essential point: When viewing types of campaigns, they should 
be considered from the standpoint of the strategic direction of your firm 
over a defined planning period. For instance, what new markets are worth 
entering—and fighting for? What additional product and service cat-
egories will be needed to secure a profitable market position, and which 
would provide room for sustained growth and expansion? What might 
those products and service offerings look like? What form of delivery sys-
tems will be needed? What new technologies will be required to satisfy 
future customer and market needs?
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The following components make up the tactical level of the plan: situa-
tion analysis, market opportunities, objectives, tactics, and financial con-
trols and budgets.

Situation Analysis

To provide some perspective and a logical starting point, a situation analy-
sis views the past and current situations of your business by using a three-
part lens:

 1. Historic performance
 2. Competitor analysis
 3. Market background

Historic Performance

The purpose of the situation analysis is to define your business in a factual 
and objective manner. Compile historical data for a period of at least three 
years. Doing so provides an excellent perspective about where your com-
pany has been, where it is now, and where you want it to go as defined in 
your strategic direction.

For instance, you will want to address such key issues as performance 
of your product or service by sales history, profitability, share of market, 
level of technology, and any other required data to give an accurate picture 
of the situation. You will also examine the history of pricing strategies 
for each market segment and describe its impact on the product’s market 
position.

Next is an analysis of the makeup of your supply chain. Identify the 
functions performed at each stage within the network (distributor, direct, 
and e-commerce). Indicate levels of performance, expressed in sales 
 volume, profitability, and market share. Where appropriate, also analyze 
your physical distribution system, such as warehouse locations, inventory 
systems, transportation, or just-in-time delivery procedures.

Then, there is a review of all forms of communication. The evaluation 
is directed at each market segment or distribution channel based on the 
following: expenditures, creative strategy, social media, types of promo-
tion, Internet, advertising, sales promotion, publicity, and other forms of 
communications unique to your industry.
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Competitor Analysis*

Make your competitor analysis as comprehensive as possible. The more 
competitor intelligence you gather and use, the more strategy options you 
have open to you. For instance, list all your competitors in descending size 
order, along with their sales and market shares, if applicable.

Identify each competitor’s strengths and weaknesses related to such fac-
tors as product development, distribution, pricing, promotion, manage-
ment leadership, caliber of employees, and financial condition. (Refer to 
Table 11.1 for a more comprehensive list of criteria.)

Indicate any significant trends that would signal unsettling market situ-
ations, such as aggressive moves by a competitor to grow market share 
or to solidify its market position—mostly at your expense. Identify those 
competitors firmly entrenched in low-price segments of the market, those 
at the high end of the market, and competitors that are lodged in dedi-
cated niches.

Specify by means of predictive analytics significant trends in specific 
market segments. Further, identify where each competitor is making a 
major commitment and where it may be relinquishing control by product 
and segment.

Market Background

This last part of the situation analysis focuses on the demographic and 
behavioral factors of your market. Here is where you determine market 
size and customer preferences—both business to business and business to 
consumer.

This information also highlights any gaps in knowledge about markets 
and customers, which helps you determine what additional market intel-
ligence is needed to make effective decisions. Included are geographic, 
demographic, psychographic (lifestyle), and other relevant characteris-
tics of your customers. That includes buyers’ purchase patterns and any 
distinctive types of behavior, as well as attitudes toward your company’s 
products, services, quality, and image.

Further, there needs to be a review of segment trends, which should be 
provided by industry forecasts and information from your data analytics. 

* Within this section, or as part of objectives and strategies, incorporate approaches to neutralizing 
your competitor. See Chapter 3 for details to weaken the rival, prepare successive campaigns, reduce 
the competitor’s effectiveness, make the conflict costlier for the rival, and wear down the competitor.
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From a highly pragmatic viewpoint, a segment should be considered if 
it is accessible, measurable, and potentially profitable and has long-term 
growth potential.

Then, there should be a means to identify emerging, neglected, or poorly 
served markets that can catapult you to further sales growth. You can also 
consider segments as part of a defensive strategy to prevent inroads of a 
potential competitor through an unattended market niche at a decisive point.

Market Opportunities

Your approach here is to look for opportunities by assessing strengths, 
weaknesses, and options, and by considering a full range of alternatives 
offered through data analytics.

As you go through the assessment, try to avoid restrictive thinking. 
Take your time and brainstorm. Using a collaborative approach, dig for 
opportunities with other members of your planning team. Ideally, if the 
team includes individuals from different functional areas of the business, 
you will gain a diverse range of viewpoints.

Consider, too, possibilities for expanding existing market coverage 
and laying the groundwork for entering new markets by reviewing the 
portfolio section of the plan. Also consider opportunities related to out-
thinking and outmaneuvering your competition with indirect strategies. 
For instance, offensively, which competitors can you displace from which 
market segments? Defensively, which competitors can you deny entry into 
your market space?

As you go through this section, revisit your strategic issues. Then refer 
to the situation analysis, specifically the competitor analysis, which would 
reveal voids or weaknesses that could turn into opportunities.

Use the following screening process to identify your major opportuni-
ties and challenges. Once you identify and prioritize the opportunities, 
convert them into objectives and tactics, which form the action topics for 
the next two sections of the plan.

Present Markets

Identify the best opportunities for expanding present markets by

• Cultivating an additional revenue stream through new users
• Neutralizing competition
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• Increasing product usage or services by present customers
• Redefining market segments
• Reformulating or repackaging the product
• Identifying new applications for the product
• Repositioning the product to create a more favorable perception by 

consumers, which would turn into a competitive advantage over 
rival products

• Expanding into emerging, neglected, or poorly served market 
niches

Targets of Opportunity

List any areas outside your current market segment or product line, not 
included in the above categories, that you would like to explore. Be inno-
vative and entrepreneurial in your thinking. (This is an area in which 
Fujifilm spent a great deal of creative time and expenditure.)

Objectives

Now list the short-term objectives you want to achieve during the current 
planning cycle—generally defined as a 12-month period to correspond 
with annual budgeting procedures. You also want to be certain that they 
relate to your long-range strategic direction, objectives, strategies, and 
business portfolio.

Tactical objectives consist of three parts:

• Assumptions: Projections about future conditions and trends
• Primary objectives: Metrics related to what you want to accomplish, 

including targets of opportunity
• Functional objectives: Operational and functional goals representing 

various parts of the business

Assumptions

• For objectives to be realistic and achievable, you must first gener-
ate assumptions and projections about future conditions and trends. 
These should be based on as much data as you can assemble. Then 
list only those major assumptions that will affect your business for 
the planning period.
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• Economic assumptions: Comment on the overall economy, local 
market economies, consumer expenditures, and changes in cus-
tomer buying patterns. Also document any impact on market 
size, growth or decline rates, costs, and trends in your market 
segments.

• Technological assumptions: Include the likelihood of technologi-
cal breakthroughs and digital applications that would impact your 
business.

• Sociopolitical assumptions: Indicate positive and restrictive legisla-
tion, political tensions, tax outlook, population patterns, and educa-
tional factors. Also list changes in customer habits linked to social 
media, green issues, and e-commerce.

• Competitive assumptions: Identify activities among existing com-
petitors and inroads of new competitors, with particular attention to 
surging global competitors.

Primary Objectives

Focus on the primary financial objectives that your organization requires. 
Also include targets of opportunity that you initially identified as innova-
tive and entrepreneurial in the previous section.

Where there are multiple objectives, you may find it helpful to rank them 
in priority order. Be sure to use metrics to quantify expected results where 
possible. You can separate your objectives into the following categories:

• Primary objectives: Current and projected sales, profits, market 
share, return on investment, and other metrics

• Targets of opportunity objectives

Functional Objectives

State the functional objectives relating to both product and nonproduct 
issues in each of the following categories. Should any of the categories 
not apply to your current business situation, consider applications for the 
future, and then move on.

• Product objectives
• Quality: List quality objectives that could achieve a competitive 

advantage.
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• Development: Set objectives to obtain new technology by explor-
ing internal R&D, licensing, or joint ventures.

• Modification: Describe major or minor product changes through 
reformulation, redesign, or reengineering.

• Differentiation: Identify objectives to differentiate the product 
by delivering new applications to reach new customer groups 
within existing markets, or by expanding into additional geo-
graphic areas. (Here, again, Fujifilm focused its objectives on this 
category and the following.)

• Diversification: Indicate technology transfer objectives to drive 
new product development.

• Deletion: List products to be removed from the line due to unsat-
isfactory performance, and those to be kept in the line for strate-
gic reasons, such as presenting your company to the market as a 
full-line supplier.

• Segmentation: List potential line extensions (adding product 
varieties) to reach new market niches, or to defend against an 
incoming competitor in an existing market segment.

• Pricing objectives: Show list prices, volume discounts, and pro-
motional rebates.

• Promotion objectives: Indicate sales force support, sales promo-
tion, webinars, advertising, Internet, social media, and publicity 
to intermediaries and consumers.

• Supply chain objectives: Identify potential new intermediaries to 
increase geographic coverage and solidify relationships with the 
trade; list distributors or dealers to be removed from the chain.

• Physical distribution objectives: Identify logistical factors 
from order entry to the physical movement of a product 
through the supply chain, and eventual delivery to the end 
user.

• Packaging objectives: List functional design or decorative con-
siderations for brand identification.

• Service objectives: Identify a broader range of services, from pro-
viding customers access to key personnel in your firm to provid-
ing on-site technical assistance.

• Other objectives: Indicate other objectives as suggested in targets 
of opportunity.

• Nonproduct objectives. Although most activities eventually relate 
to the product or service, some are support functions that you 
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should consider. (Obtain input from personnel in other functions, 
as needed.)
• Key accounts: Indicate those customers with whom you can 

develop special relationships through customized products, 
distribution, value-added services, or participation in quality 
improvement programs.

• Manufacturing: Identify special activities that would provide a 
competitive advantage, such as offering small production runs 
to accommodate the changing needs of customers and reduce 
inventory levels. Another activity would include implement-
ing the Internet of things, as discussed in the introduction with 
General Electric, IBM, and Caterpillar.

• Marketing research: Cite any industry studies, customer surveys, 
and other input from big data that reveal opportunities for new 
revenue streams.

• Credit: Include any programs that use credit and finance as a 
value-added service, such as providing financial assistance to 
customers in specific situations.

• Technical sales activities: Include any support activities, such as 
24/7 hotline assistance or on-site consultation to solve custom-
ers’ problems.

• R&D: Indicate internal research and development projects, 
as well as joint ventures that would complement the strategic 
direction.

• Human resource development and training: Identify special-
ized training and development programs to upgrade the skills of 
those individuals who are responsible for implementing the plan.

• Other: Include any activities that would contribute to your orga-
nization’s uniqueness, and thereby provide an indirect strategy 
to achieve a competitive advantage.

Strategies and Tactics

In this section, tactics are identified and put into action. Responsibilities 
are assigned, schedules set, budgets established, and checkpoints deter-
mined. Make sure that individuals involved with developing and imple-
menting the plan actively participate in this section.

Restate the functional product and nonproduct objectives and link them 
to the strategies and tactics you will use to reach each objective. One of the 
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reasons for restating the objectives is to clarify the frequent misunderstanding 
between objectives and strategies. Objectives are what you want to accomplish; 
strategies are actions that specify how you intend to achieve your objectives.

Note: If you state an objective and do not have a related strategy, you may 
not have an objective. Instead, the statement may be an action for some 
other objective.

Summarize the basic strategies for achieving your primary objectives. 
Include alternative and contingency plans should you come up against 
unexpected situations that prevent you from reaching your objectives. You 
may choose to repeat this information as an executive summary in the 
beginning of the plan.

As you develop your final strategy statement, use the following checklist 
to determine its completeness. Does your plan include content related to 
the following?

• Changes to the product or package, including differentiation and 
value-added services

• Developments in digital technology, including such areas as artificial 
intelligence and the Internet of things

• Strategies that create a competitive advantage, along with contin-
gency plans to block competitors’ aggressive moves

• Changes to price, discounts, or long-term contracts that impact your 
market share

• Changes to marketing strategy, such as the selection of features and 
benefits, or copy themes to special groups

• Strategies that utilize data analytics to identify and reach new, poorly 
served, or unserved market segments—along with indications of 
decisive points for entry and defense

• Promotion strategies aimed at dealer or distributor, consumer, and 
sales force

• Internal changes in the operating systems, as well as initiatives that 
would better align the corporate culture with your strategies

Financial Controls and Budgets

Having completed the strategy phase, you must decide how you will moni-
tor its execution. Therefore, before implementing it, develop procedures 
for both control and review, or follow established procedures set by your 
firm.
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Included below are examples of additional reports or data sheets for 
you to consider. They are designed to monitor progress at key checkpoints 
of the plan and to permit either major shifts in strategies or simple mid-
course corrections.

• Forecast models related to the industry, environment, competition, 
and any other areas that are applicable to your company and plan

• Sales by channel of distribution, including
• Inventory or out-of-stock reports
• Average selling price (including discounts, rebates, or allow-

ances) along the supply chain and by customer outlet
• Profit and loss statements by product
• Direct product budgets
• R&D budget
• Administrative budget
• Spending by quarter

As an overall guideline—regardless of the planning forms you use—
make certain that the system serves as a reliable feedback mechanism, and 
that it is fortified with the input of big data.

Your interest is in maintaining explicit and timely control so you can 
react swiftly to impending problems. Further, it should serve as a proce-
dure for reviewing schedules and strategies.

The only other section is an appendix. It should include the following 
items:

• Relevant industry and market data that provides information on 
technology trends, product usage, market share, and the like

• Data on competitors’ strategies, including supporting information 
on their products, pricing, promotions, distribution, and market 
position, as well as profiles of management leadership (if available)

• Details about your new product features and benefits

In addition, various computer databases, as well as a wide variety of 
customized or off-the-shelf software programs, are available to assist in 
monitoring and strengthening your plan.
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After completing your plan, take a thoughtful look at its key parts. 
For instance, review the breadth of your strategic direction and be sure 
it impacts the objectives, strategies, and portfolio sections that follow. 
Finally, implementing the plan takes leadership and your ability to reach 
the hearts and minds of the individuals who are going to make it all 
happen.
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12
Using Segmentation to Engage 
Customers and Neutralize Competitors

It’s really about focusing on something we already have in our DNA since the 
very beginning of Tiffany.

Nicola Andreatta
Vice president, Tiffany & Co.

(from Wahba, 2015)

The above quote relates to Tiffany reentering the watch segment of the 
market with the strategic aim of winning a bigger piece of the $28 billion 
(2015 estimate) global luxury-timepiece market. After almost two decades 
of letting that category languish to the point that it generated a mere 1% 
sales, Tiffany decided to rebuild its watch business from almost zero.

The effort began with developing a strategic business plan that clarified 
a strategic direction, which eventually led to the quantifiable objective of 
achieving 10% of sales from watches in a decade. (Defining a clear long-
term outlook in a changing market was somewhat similar to the approach 
used by Fujifilm, cited in Chapter 11.)

To implement the plan, Tiffany’s leadership used data to precisely target 
markets according to types of consumer behavior. In turn, that analysis 
led to opportunities for singling out real-time personalization with cus-
tomers across several channels and touch points. It was all part of a strat-
egy to engage consumers with individualized programs, which tended to 
strengthen long-term customer loyalty. Relying on such secure customer 
relationships, Tiffany considered it a pathway to capitalize on one-on-one, 
cross-selling, and upselling opportunities.

As part of the targeting, Tiffany had to find a point of entry, or deci-
sive point, for concentrated effort. It began by selecting a watch design 
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that would project a distinctive image. To that end, designers selected a 
timepiece inspired by a watch given to President Franklin D. Roosevelt 
in 1945. “It has a strength and clarity to it that is very American,” declared 
a Tiffany vice president describing the watch design.

Next was a decision to establish a position that did not go too high end 
and thereby compete head-on with the likes of Rolex and Patek Philippe. 
Here, again, managers relied on data analytics to assist in targeting 
through websites, blogs, YouTube, social media, and mobile.

Other factors for the leaders to consider related to such organizational 
essentials as ensuring control of manufacturing, availability of parts, and 
convenience of services to make certain that Tiffany would be fully embed-
ded in the watch business and not just a jeweler that carries a line of watches. 
Included, too, were issues related to obtaining ongoing market intelligence 
and data that tracked the operating patterns of their chief competitors.

Thus, two major forces played a role in effectively relaunching the watch 
business from scratch: first, utilizing the energy of digital marketing to 
connect producer to consumer, and second, employing the power of seg-
mentation to concentrate all resources at decisive points.

UTILIZING THE ENERGY OF DIGITAL MARKETING

Digital tools add precision to targeting and connecting with customers. 
Whereas digital marketing requires systems, capabilities, skilled individu-
als, and technologies, above all, it needs dedicated leadership to effectively 
bring about balance when operating in the two zones of customers and 
competitors. In Tiffany’s case, that means, first, reentering and expand-
ing into the watch market with a defined sales objective and a product 
line, and second, establishing a market position that would not clash with 
strong rival watchmakers.

From a leadership viewpoint, your efforts should focus on understand-
ing customers, applying technology, monitoring systems, and measuring 
success.

Understand Customers

After decades of listening to lectures, attending seminars, and being 
repeatedly preached to about focusing on the customer, it may seem 
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unusual to see this area covered once again as if it were fresh information. 
Yet within the context of digital marketing and the ability to utilize algo-
rithms, big data, and analytics, something is new in that the real fruits 
of that advice are finally here. And the means for forging a capability to 
track, analyze, and interpret customer behavior and attitudes through 
those technologies is readily available.

Organizations such as SAP provide the sophisticated software solutions 
that would allow you to engage one-to-one with target audiences across 
digital and traditional channels. Then, there are the numerous web survey 
providers, such as Qualtrics and SurveyMonkey, that have evolved into 
full-service business intelligence firms.

Once the analysis comes in, there is the juncture where your lead-
ership comes into play. It begins with the strategic plan as an overall 
guiding beacon, and then utilizes a cross-functional team to provide 
interpretive insights and tactical plans. You thereby can make more 
precise judgments and finalize decisions using the full impact of pre-
dictive analysis.

If done correctly, you can deliver an outstanding customer experience, 
which was one of Tiffany’s much sought-after goals of gaining customer 
loyalty and securing a competitive advantage. You also benefit by estab-
lishing two-way communications, so that information is captured about 
the buying experience and you can make adjustments in your mix of 
product offerings, promotions, pricing, delivery, after-sales service, and 
the like. Conversely, if done imperfectly, you face negative customer expe-
riences, which can result in relinquishing control in the supply chain and 
suffering the effect of nonreturning customers.

Apply Technology

For many organizations, acquiring technology comes down to the classic 
make-or-buy decision. In turn, that takes in a variety of considerations 
based on available talent to run such operations, including such titles as 
data scientist and chief digital officer. And, then, there is the initial outlay 
of funds to obtain up-to-date technology. On the other hand, by outsourc-
ing the necessary technology to qualified vendors, you benefit from the 
continual updating to state-of-the-art systems.

Again, whichever choice you make, your interest is to be in the fore-
front of offering technology-based solutions that can deliver meaningful 
buying experiences for customers, while maintaining a competitive lead 
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over rivals. Part of that choice is considering how well the technology 
integrates with existing systems, procedures, and yes, the culture of your 
organization.

Other considerations include the level of sophistication of the software 
being imposed on existing systems, the need to change the system to 
accommodate the technology, and the effect of employing a hybrid system 
of legacy platforms.

Monitor Systems

Responsibility for monitoring the digital systems, procedures, and people 
lies squarely with you as a leader to ensure technology does what it is sup-
posed to do. Not only does it require making sure the system works; as 
important is that the data is shared in a meaningful form, on time, and to 
the correct individuals across the organization.

In turn, a feedback loop is needed to find out from various individuals 
what actions result from the data. The objective is to prevent redundant 
efforts, as well as to trigger new areas of inquiry. Candid feedback also 
helps you determine if the data consists of nice-to-know information or is 
in reality breakthrough intelligence that can create new revenue streams 
and forecast evolving segment opportunities.

You can then make more qualified decisions with a greater level of 
confidence, as you reduce some of the uncertainty that may cause you to 
hesitate in making financial and personnel commitments. Consequently, 
more than at any other time, you will be functioning as a tech company.

Measure Success

There is an endpoint, a moment of truth when you must ask, did the move 
of people, procedures, and resources to digital technology work? Was it 
worth the investment? The partial answer is that today’s metrics are more 
complex than those traditionally used to track major initiatives, such as 
market share, customer acquisition and retention, product usage, and var-
ious financial criteria.

Metrics in the digital age go beyond the above and focus with greater 
depth and precision on customer activity and behavior throughout the 
buying journey. That capability includes quantifying how rapidly data can 
be integrated into legacy systems and how quickly changes in strategies 
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and tactics can be made to take advantage of deviations that, for instance, 
can single out an emerging or poorly served customer segment.

Expressed another way, metrics need to detail the hallmarks of the 
customer’s buying experience and deliver key data for decision-making 
individuals to take action along the various touch points of the buying 
process. Organizationally, at the field level, that means salespeople would 
have increasingly more authority and responsibility to take on the role of 
general manager of their respective territories to think like strategists. Yet 
tactically they would be able to make on-the-spot decisions in as close to 
real time as possible.*

BUYER BEHAVIOR

In the above sections, numerous references were made to customer behav-
ior, connecting with customers, building customer loyalty, and the like. 
What, then, from a leader’s viewpoint, are the core issues with which you 
need to be concerned? What are the patterns of buyer behavior when oper-
ating and competing in the digital age? More specifically, are you equipped 
to intercept your prospects and customers along their decision-making 
journey with personalized information and offers?

That means devising a system to obtain usable answers, which may not 
be realistic for some organizations. Yet knowing what is ideal provides you 
with a strategic working map of what the system looks like. The mapping 
methodology is known. And the digital tools, systems, and services that 
incorporate big data, analytics, and algorithms are available from numer-
ous highly competent vendors.

These sophisticated tools and systems are advancing rapidly to connect 
with individuals through image, voice, eye movement, and even thought. 
Forging these abundant components into a viable network takes leader-
ship that can pull together the managerial resolve, investment, and orga-
nizational structure to function within a digital-minded culture.

An important organizational element that is key to making the system 
work is the cross-functional team, which includes the active involvement 

* An organization known to this author has trained its salespeople in strategic business planning 
and competitive strategy to conceptually assume the role of a general manager in charge of a sales 
territory.
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of individuals with expertise in analytics and information technologies. 
They would be the ones to comprehend, transpose, and clearly communi-
cate the nuances of customer behavior over various cycles. That includes 
any signals embedded in customers’ mobile or social media data.

Again, the object is to utilize the data to engage your customers on their 
buying-decision journey in a manner that will have a long-term, positive 
impact toward a confident buying experience. Whereas such a team would 
contribute to strategic and tactical considerations, there are likely to be 
specific outcomes related to segment growth, cost reduction, and oppor-
tunities for driving new product development.

The following is an example of a cross-channel decision journey.
An individual is preparing to furnish a home office. Along with an asso-

ciate, he looks at several company websites, which include an office supply 
store, such as Staples, and various furniture stores that carry office furni-
ture. They narrow the search to three styles of furniture, which leads them 
to one particular retail outlet to see the actual furnishings.

Upon arrival at the store, a transmitter mounted at the retailer’s entrance 
identifies the two individuals and sends an alert to their cell phones wel-
coming them and providing them with updated information and recom-
mendations based on their search history at the website. The information 
provides updated prices and current discounts, data about special features, 
types of wood finishes, measurements, and availability. Also, with an app 
that is linked to the store’s systems, they obtain outside consumer reviews 
and price comparison information.

Further on in their journey, a link with the store’s automated designer 
service graphically displays various designs of how the specific furniture 
can be set up in the prospect’s room—which includes displays of additional 
pieces of furniture, wall hangings, and other accessories for purchase. 
Once the buy decision is made, the payment and delivery information are 
finalized over the buyer’s cell phone. Then, at the point of delivery, the 
buyer is notified electronically with information about additional services 
for purchase.

Across the entire customer journey, numerous opportunities permit 
engaging the prospect, closing on the sale, and extending sales opportuni-
ties into additional cycles. Thus, using available business process software 
and services, marketing has the potential to function with the highest 
level of precision by targeting prospects and customers in real time with 
personalized approaches that can potentially make an individual a stand-
alone segment of one.
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EMPLOYING THE POWER OF SEGMENTATION

With the first force described above as utilizing the energy of digital mar-
keting to connect producer to consumer, the second force is employing the 
power of segmentation to concentrate resources at decisive points.

The generally accepted understanding of segmentation is splitting 
the overall market into smaller submarkets or niches where you can 
enjoy measurable and substantial advantages by providing maximum 
benefits to customers, as well as for neutralizing the efforts of a com-
petitor to interfere with your efforts. That approach is in contrast with 
spreading resources over numerous areas and thereby being strong 
nowhere and weak everywhere, or as suggested above, making a seg-
ment as finite as targeting a single individual through the precision of 
digital marketing.

The core strategic concept underlying segmentation can be found in the 
writings throughout history where strategy is applied. In particular, it is 
found in the classic works of Carl von Clausewitz, who stated, “The best 
strategy is always to be very strong: first in general, and then at the decisive 
point. There is no higher and simpler law of strategy than that of keeping 
one’s forces concentrated.”*

Focusing on decisive points or segments incorporates a four-step 
process:

 1. Employ data analytics to define customer segments.
 2. Use a comparative analysis to identify one or more decisive points 

within segments that would represent opportunities to (a) provide 
an outstanding buying experience within a defined segment and 
(b) expose competitors’ weaknesses that can be exploited.

 3. Pinpoint a segment for initial entry in which to concentrate; once 
secured, systematically roll out into additional market segments—
still using comparative analysis, data analytics, and market intelli-
gence to determine a defensible position.

 4. Customize products and services to those segments with unique and 
definable benefits based on data of customer interests and behavior.

* Clausewitz is regarded by soldiers, statesmen, historians, and intellectuals around the world as 
one of the greatest Western military thinkers on strategy. His wisdom on the subject has been 
transposed to business applications in Norton Paley’s book Clausewitz Talks Business, Taylor & 
Francis, Boca Raton, FL, 2015.
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What Does a Decisive Point or Segment Look Like?

First, from a broad market perspective, China is a prime example of sev-
eral spheres or segments. For instance, take its enormous population of 
1.3 billion,  speaking more than 100 dialects. That alone makes China about 
as diversified as any single country can be from a marketing perspective.

It is with such immense diversity that segmentation plays a central role 
in developing a viable portfolio of opportunities. In turn, gateways open 
to what people eat, wear, and drive—from north to south, east to west, rich 
to poor, young to old, city to countryside. From a manager’s position, then, 
China stands out as a superb example of the potential opportunities when 
using decisive points to penetrate a market.

The following broad guidelines can assist in screening a potential 
segment:

• Measurable. Can you quantify the segment with whatever metrics 
are required by your organization? (Also see the “Monitor Systems” 
and “Measure Success” sections above.)

• Accessible. Do you have access to a supply chain that gives you entry 
through a dedicated sales force, distributors or dealers, transporta-
tion, or e-commerce?

• Substantial. Is the segment of adequate size to warrant your attention 
as a viable segment? Is the segment declining, maturing, or growing?

• Profitable. Does concentrating on the segment provide sufficient 
profitability to make it worthwhile? Use your organization’s stan-
dard measurements for profitability, such as return on investment, 
gross margin, and profits.

• Comparative goals with competition. To what extent do your major 
competitors have an interest in the segment? Is it of active interest or 
of negligible concern to your competitors?

• Effectiveness. Do your people have acceptable skills and resources, 
especially digital ones, to serve the segment effectively?

• Defendable. Does your firm have the capabilities to defend itself 
against the attack of a major competitor?

Answering those questions will provide an initial screen to help you 
decide on a market segment with enough potential for concentrating your 
resources. A more refined approach would then be used with input of addi-
tional qualitative and quantitative data required by your organization.
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ADVANCED TECHNIQUES FOR SELECTING 
A MARKET SEGMENT

The most common ways to segment a market are demographic, geo-
graphic, psychographic (behavioral and lifestyle), and product attribute 
factors. Each of these approaches can be subdivided into additional niches. 
Or they can be used in various combinations to create unique segment 
permutations.

Even with those traditional techniques, today’s complex marketplace 
calls for more specialized approaches that take into consideration the 
intense competition that comes not only from the lower-cost regions of 
the world, but also from the huge impact of disruptive technologies. And 
organizations are responding in a variety of ways: Alcoa has split in two, 
separating its business of making aluminum from that of developing value-
added parts specifically for the airline, auto, and other industry segments.

Then, there is Hewlett-Packard separating its printer and personal com-
puter business from its server and data business. The justification is that 
the separated organizations can do a better job of concentrating on their 
respective business segments. Google, in turn, approached segmentation 
in its broadest context by creating an entirely new company, Alphabet, 
which allows it to run dissimilar businesses, each independent of the 
other, yet under an overall supervision.

Whereas the above examples are primarily strategic, segmentation is 
particularly important at the tactical level, where there are everyday dan-
gers of competitors upending your plans. Thus, the techniques go beyond 
those listed above and are classified in a more finite approach as natural, 
leading edge, key, linked, central, challenging, difficult, and encircled.

By using these eight categories as a guide, it is assumed that you are 
attempting to engage the customer with an outstanding buying experi-
ence. Similarly, it is assumed that your competitor is attempting to achieve 
the same result. Thus, a great emphasis in this segmentation approach is to 
counter the effects of any competitor interfering with your efforts.

You also have the advantage of looking with a more critical eye at what 
challenges you will face. Then you will be better able to assess the risks 
and potential rewards when selecting your strategies. As you examine the 
characteristics for each market category, you may find some overlapping. 
That is acceptable since there are inherent commonalities among the vari-
ous markets.
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Natural Markets

In this type of marketplace, you operate in the familiar setting of your 
established segments. The implication is that within such customary sur-
roundings, your personnel tend to be at ease and may not be motivated 
to venture out of their comfort zone. Yet, to expand, you have to motivate 
them to move beyond the confines of existing markets. That means look-
ing at your organization’s culture. That is, what is your organization’s atti-
tude toward risk taking and venturing out of familiar territory?

This point is illustrated in the contrasting performance of Fujifilm ver-
sus Kodak. Where Fujifilm saw the indisputable trends of a falling market 
for its traditional film products, it was transformed by a strategic thinking 
leadership into an organization with a growing trajectory by making use 
of its technologies to enter new industries and markets. Kodak delayed 
and fell into bankruptcy.

On the other hand, where there is a robust market outlook for your nat-
ural market, you and your rivals generally learn to adopt a live-and-let-
live policy. That is, to ruin it through constant price battles and damaging 
claims is an unacceptable approach. Of course, that condition exists only 
as long as each company sticks to its own dedicated segment. Generally, 
outright aggressive confrontations are seldom used.

The primary reason for this uncharacteristic display of togetherness in 
a highly competitive world is that you and your rivals share a common 
interest in furthering the long-term growth and prosperity of the market. 
On the other hand, if any one competitor chooses to move forward and 
gain a meaningful benefit, here is where you have to decide on your goals. 
If your aim is to block the expansion of the competitor, then you have to 
look for your possible comparative advantage. How aggressive you choose 
to be entails looking at your strategic viewpoint about maintaining stabil-
ity in the marketplace.

There is one additional dimension that characterizes this category, which 
you should actively keep in the forefront of your thinking: industries, markets, 
and products go through successive life cycle stages—introduction, growth, 
maturity, decline, and phase-out. Much of the movement through those 
stages is driven by the adoption rate of technology, which can affect changes 
in consumer behavior. Again, this was quite apparent in the Fujifilm example.

There are also variations triggered by legislative issues and the current 
trends about the environment. Unless there is an industry-wide move-
ment to deal with such concerns, these are generally out of your ability to 
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control. Therefore, your best course of action to sustain growth is to take 
the lead in searching for new niches in which to concentrate.

Leading-Edge Markets

Leading edge means exploring market segments by making minor pen-
etrations into a competitor’s territory. The intent is to investigate the pos-
sibility of opening another revenue stream.

Therefore, you want data analytics to sort out the following types of 
intelligence:

• The feasibility of the market to generate a revenue stream over the 
long term and, if possible, to expand into additional niches

• The resources needed to enter and gain a foothold in a market and 
then develop it into a secure and profitable segment

• A time frame for payback and eventual profitability
• An assessment of competitors: their market positions, strengths, and 

areas of vulnerabilities

Apple’s and Amazon’s venture into the television market with their 
smart TVs represents their versions of entering a leading-edge market. 
Amazon with its Fire TV and Apple TV with its built-in applications let 
users quickly access content from software included in the television. 
The smart TV market is not new and is becoming more crowded with 
technology -rich companies such as Google, Samsung, Sony, and LG ready 
to match any intruder feature for feature. Thus, to enter a leading-edge 
market, even if it is exploratory, would mean Apple and Amazon would 
have to make a substantial investment, backed up with outstanding mar-
ket and competitor analysis, to sustain a foothold.

Key Markets

Key means that you and many of your competitors seem evenly matched. 
The general behavior is that you would not openly oppose an equally 
strong rival.

However, you may find that a competitor is attempting to dislodge you 
from a long-held position with the clear aim of taking away customers or 
disrupting your supply chain relationships. Then you may be forced to 
launch a countereffort by concentrating as many resources as possible to 
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blunt the effort. Such actions are appropriate, if they fit your overall stra-
tegic objectives.

Therefore, keep the big picture in mind: if you expend excessive 
resources in hawkish-style actions such as price wars, then you may 
be left with a restricted budget to defend your market position. In any 
event, you want to make sure that any confrontational action you take 
is the true decisive point.

Linked Markets

In this category, you and your competitors are linked with easy access to 
markets. Your best strategy is to construct barriers around those niches 
(decisive points) that you value most, and from which you can best defend 
your position.

Barriers you can create include

• Above-average quality
• Feature-loaded products
• First-class customer service
• Superior technical support
• Competitive pricing
• On-time delivery
• Generous warranties
• Patent protection
• Outstanding buying journey (see above example)

Not only do you build barriers against competitors’ incursions, but you 
also benefit by solidifying customer relationships. In particular, customer 
loyalty gives you a long-lasting, profit-generating advantage that is dif-
ficult for a competitor to overcome.

It is the one area that makes a meaningful addition to your growth. As 
one management analyst put it, “If you currently retain 70% of your cus-
tomers and you start a program to improve that to 80%, you’ll add an 
additional 10% to your growth rate.”

CVS Health took a broad-based strategic approach to building barriers. 
First, the company set a long-term direction to transform its drugstore 
chain into a health care force in the market. It began by discontinuing the 
sale of tobacco products and replacing the traditional junk food snacks at 
the checkout counter with products considered “healthy” snacks.
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Keeping with the aim to create an image of a health-oriented company, 
CVS continued to build itself into the country’s biggest specialty pharmacy, 
which included focusing on the mail-order drug segment. It also built the 
second-biggest pharmacy processing prescription drug programs for large 
companies and health insurers. Altogether, CVS created substantial barriers.

Central Markets

Central means that you face powerful forces that threaten your market 
position. These forces are as diverse as watching competitors eat away at 
your position through aggressive pricing, or by offering dazzling feature-
laden products, or through technology-rich applications overlaid with 
value-added services.

To counter such threats, look for joint ventures so that the cumulative 
effects yield greater market advantages and offer more strategy options 
than you can achieve independently. The merger and acquisition (M&A) 
route and other types of joint ventures have proven the strategy of choice 
for companies such as Microsoft, Facebook, and Google.

Challenging Markets

If you enter a market segment dominated by a strong and aggressive com-
petitor, be watchful. You could place your company at excessively high risk.

If, however, your long-term objectives strongly support maintaining a pres-
ence in a challenging market, and if the expenditures of financial, material, 
and human resources are consistent with your overall strategy, then find a 
secure position, again, at the decisive point. It could be one of your single best 
chances for lessening the risk and achieving a solid measure of success.

Dell Computer is a prime example of employing excellent supply chain 
management. From its beginnings, the company’s strategy relied on acti-
vating its manufacturing process and supply chain only when an order 
was received from a customer. For many years, that strategy worked at 
eliminating the cost of storing excessive inventory.

Dell benefited by shipping just the right amount of components to 
its factories, thereby avoiding investing in expensive warehousing. For 
instance, in one facility, what used to be done in more than two buildings 
was accomplished in one by applying the techniques of supply chain man-
agement. In more recent times (2015), Dell entered the challenging storage 
segment of the market through an acquisition of EMC.
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Difficult Markets

This type of market segment is characterized as one where progress is 
erratic and highly competitive. If attempting to make any meaningful 
market penetration, secure key accounts, or maintain reasonable levels of 
logistical support, you are likely to be blocked by asset-draining barriers.

Also, if a competitor takes you off guard, and you subsequently lose your 
market situation, it is difficult to retrieve it. In effect, you are entrapped 
in an untenable condition and your entire business strategy could be in 
jeopardy. Your best course of action is to look for a segment on which you 
can concentrate and then use it as a platform to go forward. That means 
looking back at your strategic plan, which may entail developing a turn-
around plan that redirects its strategic direction and long-term strategic 
objectives—as with Dell’s shift to data storage and its connection with 
EMC.

Encircled Markets

Encircled segments foretell a potentially risky situation, that is, a mar-
ket condition in which you control limited resources, and any aggressive 
action by a stronger, well-positioned competitor can force you to consider 
pulling out of a market.

Under those threatening conditions, your best approach is to look to big 
data for clues about which segments provide the greatest opportunities 
to break out of an encircled market. As part of the process, conducting a 
meaningful comparative analysis would open opportunities by exposing 
your opponent’s vulnerabilities so that you can single out a decisive point 
of entry.

What follows is developing a strategy, which would include various 
options, such as initiating a series of product enhancements on a phasing-
in schedule, and launching value-added services that favor your strengths 
and highlight your rival’s weaknesses. Or it could include preempting 
your competitor’s promotional programs and neutralizing your competi-
tor’s ability to maintain a profitable market position.

The essential aim, of course, is to discourage your opponent from mak-
ing a monumental effort to push you out. By taking a bold approach, you 
may even stall or completely discourage your competitor from pursuing 
an aggressive action against you. If your strategies are well positioned, you 
may even place your competitor in his own encircled position!
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SUMMARY

The primary purpose of detailing these segmentation categories is to show 
that segmentation is not a mechanical progress for dividing your markets. 
Rather, its purpose is to describe the dynamic interactions of customers 
and competitors under a variety of real-world market conditions. The 
eight categories of segments are summarized in Table 12.1.

TABLE 12.1

Advanced Techniques for Selecting a Segment

Category Characteristics
Natural market You and your rivals can operate harmoniously as long as each 

company sticks to its own dedicated segment.
Leading-edge 
market

Market entry means a minor penetration into a competitor’s territory 
to determine the feasibility for generating a long-term revenue stream.

Key market Competitors appear evenly matched within key market segments. 
The general strategy is that you would not openly oppose an 
equally strong rival. If the competitor attacks your position, then 
you are forced to launch a countereffort by concentrating as many 
resources as you can to attack the competitor’s plans.

Linked market You and your competitors are linked with easy access to markets. 
Your best strategy is to construct strong barriers around those 
niches from which you can best defend your position.

Central market You face powerful competitors that threaten your market position. 
Counter such threats by joint venturing with other firms. You 
thereby gain greater market advantages and strategy options than 
you can accomplish independently.

Challenging 
market

An aggressive competitor dominates the market and thereby could 
place your company at excessively high risk. If your long-term 
objective strongly supports maintaining a presence in the market, 
then find a secure position by locating your competitor’s decisive 
points of weakness.

Difficult market Competition is pervasive and market behavior is erratic. Gaining 
and maintaining market penetration is difficult. Overall, your best 
course of action is to go forward by conducting a comparative 
analysis to identify your areas of strengths, and data analytics for 
pinpointing market niches and areas of competitors’ weaknesses.

Encircled market This market is risky, where any aggressive action by a stronger, 
well-positioned competitor can force you out of the market. Maintain 
ongoing competitive intelligence to accurately assess the vulnerabilities 
of your opponent. If you lack a capability to mount a meaningful 
competitive response, then exiting the market is a prudent strategy.
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And what about those dynamic interactions of customers and competi-
tors? They are the key ingredients for engaging customers, neutralizing 
competitors, and defining the boundaries of a segment. To that end, the 
operating systems, software, and procedures for gathering and utilizing 
big data and analytical applications are available.

What is needed is a leader’s resolve to instill that need into the culture 
of your organization. “We want to treat analytics like it is as core to the 
company over the next 20 years as material science has been over the past 
50 years,” declared General Electric CEO Jeffrey Immelt. He went on to say 
that his company needs to act more like Oracle and Microsoft, and that all 
companies should look at themselves as being in the information business.

As noted above, one highly successful approach is to begin by installing 
or elevating the use of the cross-functional team, with its intrinsic capa-
bilities to unite dissimilar functions of the organization. It thereby serves 
as a vital communications network to disseminate data, news, and stories 
that foster grassroots collaboration.
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13
Leadership at the Culminating Point 
of a Competitive Campaign

Handsets are commoditized. They’ve gone from being technological  devices 
to fast-moving consumer products. It’s like Coke and Pepsi now. That’s the 
war these companies are fighting. It’s not a sexy business anymore.

Kirt McMaster
CEO, Cyanogen Inc.

The above quote refers to the evolving competitive conditions facing the 
makers of smartphones. That massive market is global, contentious, vola-
tile, and highly uneven. Of the top 10 brands, 2 dominated the field in 
2016: Apple and Samsung. Together, they accounted for more than a third 
of all smartphones sold, with Apple reaping more than 90% of the profits. 
Some of the other contenders, such as LG, Sony, HTC, and Lenovo, still 
advanced, but did so in more selected market segments.

Yet there is another reality in the competitive world that dictates a sce-
nario whereby expansion does not move in a straight, predictable path. 
That is, the continuous forward-marching movements do not always play 
out according to plan. Rather, they signal a time where executives in those 
companies face a culminating point in which their campaigns turn from 
advance into defense.

No longer are they able to implement their original business plans. 
Often, unexpected competitive pressures force a few companies to pull 
their product lines out of the market. And there are instances where one 
company’s advanced technology makes a rival’s product line obsolete. Still 
others may decide to remain in an unprofitable position just to keep a 
presence in the marketplace to protect other interests.
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There is another scenario where a campaign achieves its sales and mar-
ket share objective. What then? Would further expansion be the best 
approach? Or would additional expenditures of human, material, and 
financial resources be better served by consolidating positions and vigor-
ously defending what was achieved?

Thus, each manager has to decide if the cost of gaining an extra point of 
market share would be worth the expenditures. Stated another way, would 
continuing the advance risk the entire campaign and result in exhausting 
company resources? These are some of the issues that define the culminat-
ing point.

As for Apple and Samsung, even as market leaders, they will likely face 
a time when smartphones lose their uniqueness and become, as predicted 
above, commoditized. At that culminating point, market battles would 
be fought around such tactical areas as product features, price, conve-
nience, warranties, and service contracts. Although there would likely 
be ongoing introductions of new model designs and software enhance-
ments, all activities would be concentrated within the most profitable 
market segments.

What typically follows is that consumers will become enchanted with 
a new wave of wonder products as the smartphone category continues to 
lose its spark. As of 2016, however, Apple and Samsung enjoyed advan-
tages in that their smartphones were prioritized as key profit centers in 
their respective organizations. Accordingly, major commitments were 
given by each company to develop products designed for advanced power-
efficient chips, along with new innovative software.

As for the remaining smartphone brands in the top 10, their strategies 
entailed avoiding head-on clashes with the two market leaders. HTC, for 
instance, incorporated its high-tech features into cheaper models that 
aimed for the high-volume, low-margin segments of the market, mostly in 
the emerging parts of the world.

Yet they all faced two challenging forces that represented culminating 
points: First, in time emerging markets would become saturated. Second, 
local start-ups would attempt to undercut their efforts with lower prices. 
“We will see under $35 phones in sub-Saharan Africa,” according to one 
industry analyst.

It was also a period where some astute managers began thinking stra-
tegically and pragmatically of a time of transition whereby their offensive 
campaigns would revert to the defensive. That eventuality meant looking 
into possibilities for realigning their respective companies and moving in 
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an entirely new direction, as previously described with Fujifilm.* That, 
too, turned out to be a point where strategic business planning became an 
ongoing process as a way of maintaining a continuous pattern of strategic 
thinking. The practice was supported by the reliability, acceptance, and 
utility of big data and predictive analytics to help add greater precision to 
planning, and specifically to strategy development.

HTC, for instance, recognized the powerful undercurrents of com-
petitive volatility and formed a partnership with Under Armour to build 
mobile technology into that company’s sportswear. The defense, thereby, 
turned into an offense—but in a new direction with new applications.

Consequently, determining the culminating point should be of vital 
interest to you and requires your insightful judgment. That is also why it is 
the justification for relying on analytics to monitor market and customer 
behavior; it thereby provides the qualitative and quantitative foundations 
for making your decisions.

This is especially important if you are responsible for shaping strate-
gies and committing your organization’s resources to such campaigns 
as entering new markets against entrenched competitors, and holding a 
market position against aggressive rivals intent on preventing you from 
expanding further—or dislodging you completely.

CULMINATING POINT: APPLICATIONS

The culminating point utilizes a combination of strategies that impact a 
variety of market campaigns. They apply where an offensive campaign 
ends and a defensive campaign begins. The culminating point also applies 
where it is necessary to terminate an existing business and move onto an 
entirely new path. (Refer once again to the Fujifilm case in Chapter 11.)

The culminating point applies to the following types of campaigns. And 
for each campaign, the common theme is that the organization with supe-
rior market and competitor intelligence, supported by outstanding predic-
tive analytics, is more likely to win an encounter.

 1. Campaigns to reclaim a former market position. To reclaim a market 
position means finding out what caused the organization to either 
voluntarily quit the market or exit the market because of failure to 

* See Fujifilm case details in Chapter 11.
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keep up with technology, an inability to provide technical and cus-
tomer service, and the like. Regaining a market foothold, however, 
requires careful analysis to find the optimum point of reentry.

 2. Campaigns to retain a share of market in a key region. These efforts 
tie into what LG, HTC, and Lenovo would undertake. Collectively, 
the leaders of those companies needed to undertake a highly seg-
mented approach, with each company carving its own target posi-
tion. Further, the leaders had to prepare for swings from offensive 
actions to expand market share, followed by defensive moves to 
 consolidate their new positions.

 3. Preemptive campaigns against a competitor to blunt his actions. Speed 
is the essential requirement for successfully implementing a preemp-
tive campaign. As such, it needs outstanding competitor intelligence 
to detect the driving force supporting the competitor’s strategy. Then 
it is up to the defending organization to develop counterstrategies to 
rapidly neutralize the advancing company’s efforts. Implicit in this 
effort is a flexible organization with superior up-and-down commu-
nications that permit decision-making authority at the tactical field 
level.

 4. Campaigns to probe and exploit a competitor’s weaknesses. Probing 
a competitor’s weaknesses consists of two parts: First is a search of 
the physical areas, such as product and service performance, levels 
of technology, and functioning of the supply chain. The second is 
observing broad psychological areas that include corporate culture, 
leadership, morale, and employee collaboration (see Table 13.1).

 5. Campaigns tied to obligatory commitments made under joint-venture 
agreements. If a joint venture combines the efforts of two weaker 
organizations to defend against a dominant competitor, the leaders 
of each company have to judge its long-term strategic implications, 
versus one of narrower scope, and possibly a more limited time and 
resource commitment.

  If the joint venture is between organizations that compete in 
nonconflicting segments, but within the same industry, both could 
benefit from sharing algorithms and big data for common usage. 
Thus, each agreement would have to be judged on its own objec-
tives. In turn, these would be anchored to each organization’s stra-
tegic plan.

 6. Campaigns that expand into additional market niches. Here, market 
research and data analytics play a big part in defining competitors’ 
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strengths and weaknesses, patterns of customer behavior, and seg-
ments that are emerging or poorly served. The process also permits 
more accurate budgeting as the expansion goes forward.

  However, the leader has to recognize that there is a crossover 
point—a culminating point—where the advance turns into a defense. 
If the leader is not consciously aware of that crossover, a strong pos-
sibility exists for overshooting the mark in a zealous effort to make 

TABLE 13.1

Comparative Advantage of Physical and Psychological Strengths

Physical Strength Psychological Strength
Product

• Quality
• Features
• Reliability
• Packaging
• After-sales services
• Warranties
• Returns policy
• Commitment to technology and 

innovation
• Range of applications
• Brand name awareness

Logistics
• Inventory control systems
• Physical transportation
• Support systems along the supply chain

Financial
• Commitment of financial resources 

to sustain operations

Organization
• Organizational design that permits 

rapid communications of internal and 
external events

• Organizational structure and systems

Marketing and sales
• Digital age capabilities

• High-performing corporate culture
• Positive morale and competitive spirit
• Customer-driven orientation
• Group unity
• Market diligence supported by 

predictive analytics
• Superior awareness and confidence to 

deal with competitive threats
• Disciplined workforce supported by 

ongoing training
• High-level experience and knowledge 

of the business or industry
• Skill in developing business plans, 

strategies, and tactics
• Collaborative work environment
• Ethical behaviour
• Strong leadership and a demonstrated 

ability to think strategically

Note: The items included here are adapted from Table 11.1. You may wish to weight each in level of 
importance, as well as add other key factors that would be unique to your industry or 
organization.



244 • Leadership Strategies in the Age of Big Data and Algorithms

headline-worthy wins. Instead, it would threaten what was already 
achieved.

 7. Campaigns to solidify an existing market position and make it more 
defensible. These campaigns take continuous monitoring. Whereas 
the effort is ostensibly defense, there are distinct periods of surges 
of offensive actions. Thus, the objective is to conduct an active 
defense. These include some of the campaigns described above, such 
as developing preemptive campaigns and probing the weaknesses 
of challenging competitors. As with all efforts to create a defensible 
position, ongoing input from market research and data analytics is 
essential.

 8. Campaigns to establish a foothold into new markets or new busi-
nesses. The central issue here is to avoid replicating the strategies 
used by companies firmly entrenched in the market. Where they 
have deep-seated relationships with customers and those within the 
supply chain, such barriers are difficult to penetrate using me-too 
approaches. Rather, any success would result from innovative strate-
gies that have enough power to move customers in a new direction.

  In its extreme, wielding such power takes a special breed of orga-
nization with the business model, technical expertise, and spirit of 
the likes of Uber and Airbnb to upend entire industries in an amaz-
ingly short period of time. Others have to plod along a more tradi-
tional path of monitoring market behavior and seeking out the early 
adopters, and then follow the path of reaching the early-majority and 
late-majority sectors of the market over a period of time.

 9. Exploratory campaigns initiated by senior management or from the 
upward pressure of junior-level managers. These campaigns can be 
problematic at a few levels. They could be knee-jerk responses to some 
enticing Monday morning headlines. As such, they are impulsive 
actions that are speculative and can eat away at time and resources, 
unless firmly supported by documented evidence of market trends.

  On the other hand, exploratory campaigns can be the result of 
alert executives recognizing that a market has matured and the exist-
ing industry is fast reaching a culminating point (as forecasted for 
the smartphone market). The issue then becomes which firm orga-
nizes an effort to first explore, validate, and establish a new market 
position.

  Such campaigns may become challenges to the culture of an orga-
nization, to some executives in the C-suite, and to those managers 
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running dedicated operations. In some instances, it is not unnatu-
ral to find junior-level managers disheartened by the lack of courage 
displayed by senior-level executives. And it is not unusual for execu-
tives to distrust what they perceive as rash and impulsive actions at 
the junior level.

  The disconnect signals a huge corporate and cultural problem and 
calls for open communications and a forum that delivers messages 
about the long-term strategic direction of the firm. The intent is not 
to seek consensus; rather, the aim is to communicate a direction, 
provide a platform of criteria to approve or disapprove campaigns, 
and maintain a sense of unity at all levels.

 10. Campaigns against moves of an aggressive competitor attempting to 
weaken a defender’s resistance. In this campaign, a rival would try 
to increase market share at the expense of another firm serving the 
same market. In an attempt to change the equilibrium of the market, 
the attacker would likely focus on one or more decisive areas, such as 
dramatically increasing product performance or introducing new-
wave technology.

  In turn, the defender’s initial response would be to quickly dis-
cover the driving force behind the action and, if possible, match 
it. However, in situations where the defender cannot duplicate the 
strategy, an alternative would be to employ a segmentation approach. 
This strategy is not unlike that used by the majority of smartphone 
makers.

 11. Campaigns intended to make the competitive encounter costlier for 
the rival to continue operations. This is another case of locating the 
rival’s weaknesses and initiating actions to neutralize the rival’s 
strategies. Such actions can be as dramatic as tying up sources of 
critical supplies through long-term contracts, thereby denying such 
sources to the rival. Or it could take the form of introducing numer-
ous short-term promotions that tend to affect pricing and create 
profit-draining problems for the competitor.

 12. Limited-term campaigns versus mobilizing resources for longer-
term decisive campaigns. Sound management practice dictates 
that limited- term campaigns should be undertaken if they fulfill 
long-term objectives that link to an organization’s strategic busi-
ness plan. Here, too, practicality intervenes if there are dramatic 
changes, such as in consumer buying behavior, unexpected expan-
sion moves by competitors, or new disruptive technologies. Then, 
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there could be numerous game changers related to robotics, artifi-
cial intelligence, and the Internet of things that rock the market and 
force companies to change course or fight the kinds of campaigns 
described above.

In the above competitive encounters where one side gains over the other, 
there is one additional matter a leader must keep in mind. Success chiefly 
comes about with the winning side using superior strategies built around 
comparative advantages. Such strategies derive from a diverse number of 
physical and psychological strengths, shown in Table 13.1.

But these references come with a qualifier: even in instances of a clear 
advantage, it is rare that a rival can be completely overwhelmed. And 
should a leader believe that complete success was achieved, in all too many 
cases there is a tendency to slacken off and cause the organization to get 
into an unwelcome state of complacency, which is often threatened by an 
inability to reverse a decline.

And where an opposing company has shifted to the defense, it is vitally 
important for the leader to show his or her people that any perception of 
a failed campaign should be considered only a temporary condition. As 
such, it should be treated as only a pause to regroup, develop new counter-
strategies, and go back to the offensive. Thus, these inevitable swings from 
offense to defense should be taken into account when preparing a business 
plan and briefing the staff.

Consequently, as a competitive campaign unfolds between two rivals, 
regardless of type of campaign, a reduction in strength on one side can 
be considered an increase on the other. These alternating conditions of 
strengths and weaknesses are intrinsic parts of offensive and defensive 
campaigns—and natural characteristics of the culminating point.

As a leader, therefore, your aim is to examine the underlying causes 
of changing conditions among those listed in Table 13.1, or from any 
unique situation that your organization currently faces. An example of 
changing conditions hit Procter & Gamble as it attempted to transition 
from decades of continuous expansion to a strategy of consolidation and 
defense in areas where it retained brand and market share strength for 
decades.*

In this instance, P&G faced a range of external conditions: recession in 
key markets, cheaper competing brands, and changing buying patterns. 

* See details about the Procter & Gamble case in Chapter 1.
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In effect, the company reached a culminating point whereby its expansion 
moves switched to consolidating its existing positions. For P&G manage-
ment, the primary consideration was to understand that consolidating and 
defending are only pauses to correct problems, find effective solutions, or 
redirect efforts in a new direction. Expressed another way, staying put and 
stagnating cannot be a successful course of action.

There is still another major consideration that deserves your attention 
as you make your assessment of strengths and weaknesses. It occurs at the 
time of changeover where strategies and tactics alternate from offensive 
to defensive, or vice versa. The issue takes the form of a powerful human 
dynamic: employee morale.

Reorienting your people during the regrouping and switching from one 
mode of operation to another can have an unsettling psychological effect 
on your personnel. Some individuals can handle change. A few may fal-
ter, become discouraged, and infect the attitudes of others. The essential 
point from a leadership viewpoint is that you must maintain a high level 
of morale among those you manage, as well as with others who are only 
remotely involved with the campaign.

The importance of morale is meaningfully expressed by an individual 
from another field of endeavor who was intimately involved with volatile 
campaigns and their effect on the performance of personnel.

The final deciding factor of all engagements … is morale. Better weapons, 
better food, and superiority in numbers will influence morale, but it is a 
sheer determination to win, by whomever or whatever inspired, that counts 
in the end. Study men and their morale always.

Field Marshal Archibald Wavell

Thus, with morale as the centerpiece for leading your personnel through 
the subtle swings from advance to defense or reverse, the topic requires 
more attention.

BUILDING MORALE

The process of building morale begins with establishing trust among your 
people. That includes using the most fundamental practices of offering 
words of encouragement and projecting your image of reliability and 
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competence. These positive expressions should be supported by means 
of inclusiveness and nourished through ongoing communications. That 
means providing details of the ongoing campaign and preparing staff on 
what to expect during the transition from one level of strategy to another.

Specifically, it means briefing them on the topic discussed here: that 
every forward-moving effort will reach a culminating point, either self-
imposed or created by marketplace forces, that will cause forward-moving 
actions to slow or come to a complete halt. At that point, there will be a 
shift in strategy to defending what was previously achieved.

During that changeover, it is likely that festering in the minds of some 
individuals is a refusal to buy into your well-intentioned explanations. 
Still others may not fully internalize the nuances of the new strategy and 
tend to become anxious and restless. Thus, the situation exposes another 
vital personnel issue: Do your people have enough confidence in your 
judgment to assess the situation accurately and make a correct decision?

The purpose of gaining your people’s trust is to overcome the negative 
feelings among those who, for a variety of life experiences, harbor mis-
trust and doubt. Some have valid reasons due to having been misinformed 
and misled in the past by their leaders. Nonetheless, it is your challenge to 
create trust and convince them that you have their best interests at heart.

The following diverse examples illustrate the positive and negative 
aspects of establishing trust: When Air France’s leaders announced in 
2016 a plan to cut 2,900 jobs, 3% of the total, they knew the move would 
be disliked. They just did not realize its full impact. One the same day 
of the announcement, dozens of workers stormed a company conference 
room and ripped the shirts off top executives, some of whom desperately 
climbed over a fence to escape the raging mob.

In contrast, during the same time at Twitter, CEO Jack Dorsey announced 
he would have to cut 335 jobs, 8% of the total. He also stated he was giving 
one-third of his own Twitter stock, worth $200 million at that time, to the 
employee equity pool. No riots occurred and the news slowly faded away.

In another instance, Whole Foods co-founder and co-CEO John Mackey 
paid himself $1 a year to compensate for poor performance resulting from 
poor decisions. It was his way of showing employees that he would share 
in any suffering.

Whatever the causes, it is still your leadership responsibility to take 
command and look for success from the situation and not place the com-
plete burden on your people. Stated another way, trust means inclusion, 
teamwork, and collaboration. They are not just the slogans of the day; they 
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are essential in order to obtain the best thinking from an involved and 
dedicated staff. In the end, however, the decision is yours. As Airbnb CEO 
Brian Chesky expresses the idea, “Usually in a crisis you have to go left 
or right, and everyone wants to go to the middle. And the middle is the 
storm.”

What your staff must know without a doubt, however, is that you and 
they have the support at the highest levels of the organization. Also, they 
must see and feel your physical presence, which would provide the psycho-
logical comfort to sustain their morale and motivate them to keep trying, 
even under crisis conditions.

Taken together, your intention is to strive for unity of effort. It is not iso-
lated actions that make high-performing employees. Rather, it is the col-
lective efforts of individuals within teams interacting among themselves 
that cultivate unity.

For that reason, it is your essential role to continue encouraging interac-
tion. Once again, this is one of the chief purposes of a team. In the end, it is 
the leader who knows his or her people best and understands the reasons 
behind such highly charged displays of behavior as anguish and fear, or 
courage and dogged determination.

Therefore, you cannot be a stranger to your employees. It is your influ-
ence and physical presence that affect morale. If they feel themselves no 
longer supported, it creates an untenable situation for you. Unity also 
requires trust that you sustain confidence in your personal ability to lead. 
If, on the other hand, you are habitually gripped by fear, then you should 
have second thoughts about leading your group.

Morale is also nurtured by a cohesive corporate culture, which is rein-
forced by an ethical climate built around core values. A healthy culture 
fortifies your leadership role and helps guide your organization or business 
unit’s strategy (see Table 13.2). Consequently, leaders seek to shape their 
companies’ or business units’ cultures to support their visions, articulate 
their goals, and improve their overall performances through high morale.

Morale Interfaces with Innovation

Innovation can be a prime differentiator during the transition, for instance, 
from defense to offense, as well as when launching new technology- 
advanced products. Therefore, when some significant innovation results 
from employees’ creativity, express appreciation publicly for jobs well 
done. Your approach should be evenhanded, sincere, and fair-minded. 
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And as important, stand by them should an idea fail. Or else you shut 
them down—along with creativity.

Further, in all initiatives associated with innovation, communicate to 
your staff a vision of growth that goes beyond their view of the markets 
they serve. For instance, one unique approach is used by 3M. The com-
pany enlists old-time employees to recount company history and hand 
down stories of 3M’s long traditions for innovation to new engineers. After 
a while, every new employee is able to recite the foundation precepts that 
are the underpinnings of the organization.

To develop criteria for evaluating innovation, you will need to let the 
staff know how they will be measured. The frequently used metrics for 
innovation include the following:

• Overall revenue growth resulting from employee innovations
• Changes in customer satisfaction ratings
• Improvements in market share
• Comparisons of innovations measured against chief competitors by 

product category
• Number of new products or services launched
• Ratio of new product successes to losers
• Other criteria required by your company

TABLE 13.2

Morale and Its Impact on Business Strategy

• Morale suffers and defeats become competitive debacles without reliable 
communications with staff during the culminating point transition.

• Morale fades when there is no inspiring goal to fight for.
• Morale weakens when employees work in a state of uncertainty.
• Ineffectual training affects morale with a corresponding serious effect on 

implementing strategies.
• Lack of C-suite commitment to a competitive strategy affects morale.
• Unethical corporate behavior impacts morale.
• A leader’s inability to create a long-term vision and develop attainable objectives 

influences morale.
• Undisciplined behavior that readily gives in to fear sways morale.
• A leader who procrastinates and visibly displays an inability to handle responsibility 

weighs heavily on morale.
• A leader who stifles employees’ input has a negative influence on morale.
• A leader’s inability to accurately assess a competitive situation shapes morale.
• A leader who does not know how to reach the heart, mind, and spirit of a group, and 

instead shows more interest in his or her personal agenda, greatly impacts morale.
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Relationship of Morale with Digital Technology

Much has been said about diminishing human intervention with the 
remarkable advances in digital technology, artificial intelligence, and 
robotics. Should that view persist, it is likely to have a serious impact on 
employee morale and an organization’s overall performance. The essential 
point: Individuals are still the most significant element in conducting busi-
ness. People, not things, are decisive to achieving a favorable outcome. To 
that end, it is worth repeating Google chairman Eric Schmidt’s comment:

There’s no algorithm or formula that says technology will do X, so Y is sure 
to happen. Technology doesn’t work on its own. It’s just a tool. You are the 
ones who harness its power.

Even with disruptive technologies and formidable strategies, a plan 
could languish if employees are not personally motivated with the spirit 
and will to succeed. Understood another way, new technologies have lim-
ited value in the hands of disheartened employees. Here, too, it is essential 
to work at developing their morale. Doing so can open an infinite range of 
possibilities for rousing individuals to greater efforts in offensive or defen-
sive actions.

As for Apple and Samsung, they will likely continue to grow with fre-
quent improvements in their products and with the morale-boosting 
momentum associated with being on the advance. Then, almost unper-
ceptively, events could change. Even as their advance continues, there will 
be more obstacles that will trigger culminating points.

These stumbling blocks can be the result of unintentional outcomes. A 
new model change does not take off with the public, a start-up makes a 
sudden hit with a wildcat innovation, or a production snafu causes a sup-
ply chain problem. These may be so debilitating as to easily cancel out 
all previously gained advantages. And as the advances continue, the risks 
they represent will progressively increase.

Then, there are the obligations associated with an extended supply chain 
and expanded customer services, all of which stretch their resources and 
weigh down their total efforts. These would tend to challenge the spirit 
and morale of their employees and negatively impact their internal capa-
bilities. The sum of these consequences can result in dire effects for Apple 
and Samsung if left unattended.

As for you, with every advancing step you take, similar obstacles can 
place excessive burdens on your organization. Unless you started with 
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exceptional superiority, you will notice your freedom of action dwindling 
and your offensive power progressively reduced. In the end, you could feel 
unsure and unsteady about your company’s or product line’s future.

Therefore, if you take an objective and fact-based view of these barriers, 
you may draw a logical conclusion that continuing an offensive campaign 
could exhaust your superiority and jeopardize your competitiveness. At 
this point, you could legitimately ask, If all this is true, why persist in stay-
ing on the offensive and risk so much? Can such a move still be called a 
prudent decision? Would you be better off at some culminating point call-
ing a halt before losing the upper hand?

One pragmatic answer is that superior strength is not the end, but only 
the means. The end is to neutralize the rival and its ability to interfere with 
you reaching your objectives. The main point behind this thinking is that 
you are not looking to just improve your current market position. Rather, 
the end aims to improve your overall prospects for long-term success.

And there is still another relevant factor to consider: remaining in a per-
manent defensive positon is not the natural aim of a campaign. Rather, it 
is a natural characteristic of an offensive effort. This reasoning is based 
on the principle that every major attempt at launching a new product or 
entering a new market is made up of a series of campaigns; each has a 
number of culminating points. In turn, each culminating point contains 
elements of offense and defense, which provide fresh opportunities to 
regroup and develop new strategies.

As for neutralizing your competitor’s advantage, you have to face up to 
the reality of unexpectedly diverting resources to defuse or preempt its 
efforts. That means maintaining a high level of competitive data so that you 
are able to rapidly match or exceed a rival’s technical services, undertake 
major and unbudgeted marketing efforts, and if necessary, do the unthink-
able, get enmeshed in price wars—all of which can weaken your own supe-
riority and prevent you from moving forward to your main objective.

Nonetheless, in many instances human nature will likely rule and stay-
ing on the offensive with all the potential honors and rewards will prevail. 
The rationalized attitude would dictate moving forward and dealing with 
any blatant problems at a later date. You just have to keep top of mind that 
there is a point of vulnerability at which the offensive can overshoot the 
target and instead of gaining new advantages, you forfeit success.

Thus, the culminating point is bound to recur in every competitive 
encounter, so that the natural ingredient of all campaign plans is the 
crossover or turning point at which attack becomes defense. If you were to 
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go beyond that point, it would end up as a useless effort, which could not 
add to success. In fact, it would be a damaging one.

To eliminate any misinterpretation, the above principle rests on the 
assumption that as long as you remain on the offensive and it is progress-
ing according to your plan, and there is no sign of meaningful competitive 
resistance that you cannot confidently overcome, superiority will remain 
on your side. Thus, you are not in much danger of unexpectedly becoming 
the weaker side.

Yet there are instances where campaigns might end up as a draw because 
the side that should take the initiative lacks determination, which could 
be attributable to such factors as falling morale or faltering leadership. 
It is certainly not uncommon for leaders to lose their nerve and hesitate 
during the critical period, where the human factor can make the decisive 
difference in the outcome. For either company, it could be an opportunity 
to take advantage of the opposing manager’s fear and lack of confidence 
through aggressive tactical moves.

Far from idle theory, consider that as the action of a campaign continues, 
there is a line when one side crosses the threshold of equilibrium—the cul-
minating point—without knowing it. It is even possible that the offensive-
moving company, reinforced by the uplifting psychological forces normal 
to attack and despite exhaustion, continues to go on rather than stop.

It is therefore essential to calculate this point correctly when planning 
the campaign. An advancing company may otherwise take on more than 
it can manage and incur excessive debt. As for the defender, it must recog-
nize such an error and exploit it to the fullest. That is where such tools as 
predictive analytics play a key part in the calculation.

In reviewing the whole array of factors a leader must weigh before mak-
ing a decision, remember to gauge the value of the most important ones 
by considering numerous possibilities—some immediate, some strategic. 
Others are speculative or subject to whatever criteria executives use to 
make judgments. For instance, Sony Betamax and its VCR format peaked 
in 1984, presumably at its culminating point. Yet Sony surprisingly kept 
making players and recorders until 2002. And the company finally stopped 
shipping cassettes in 2016.

Then, there is IBM that continues selling mainframe computers, which 
seemingly had their prime-time and culminating point in the 1960s. 
Notwithstanding, IBM felt confident about maintaining the offensive as 
it invested heavily to reverse the downward trend. The company went on 
to introduce its brand-new line in 2015, the z13, “built for the mobile era.”
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Thus, calculating the culminating point entails a range of factors, some 
fact based, supported by algorithms and big data. Others could relate to 
an executive’s personal agenda or to a surge of interest in maintaining a 
legacy of the company’s historic contributions to the industry. These and 
much more require reflection and discreet judgment.

Therefore, it is no small task for the human mind to deal with, consid-
ering the thousands of wrong turns running in all directions that tempt 
perception and judgment. And if the range and complexity of the issues 
are not enough to overwhelm any leader, the hazards associated with tak-
ing on the associated responsibilities may.

This is why the great majority of leaders will prefer to stop well short of 
their objective rather than risk approaching it too closely. And that is why 
those with high courage and an enterprising spirit will often overshoot it 
and so fail to attain their purpose. Only the leader who can achieve great 
results with limited means and still keep an eye on the culminating point 
has really hit the mark.

SUMMARY

The following summarizes the key principles of the culminating point:

• The diminishing force of the offensive is one of the leader’s main 
concerns with excessive expenditures that go beyond what can be 
replaced during a reasonable time period.

• The natural goal of all campaign plans is the turning point at which 
attack becomes defense. If one were to go beyond that point, it would 
tend to be a useless effort with meager returns on the investment of 
resources.

• The object of the offensive is to make inroads into the rival’s primary 
market territory.

• Relaxation of efforts due to dragged-out attempts drains resources 
and morale.

• Defections of key customers or others along the supply chain can 
signal a turning point in a campaign.

• As soon as the objective has been attained, the attack ends and the 
defense takes over.
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• The diminishing force of staying on the offensive is one of the lead-
er’s main concerns.

• What matters is to detect the culminating point of actions with dis-
criminative judgment.

• If an offensive lacks superior physical resources, it must have psycho-
logical superiority to make up for those material weaknesses.

• Prudence and judgment are the true spirit of defensive campaigns; 
courage and confidence are the true spirit of offensive campaigns.

• Every leader has to ask how he or she will exploit success after the 
encounter.

• An important factor besides the morale of personnel is the outward 
confidence of the C-suite.

In absolute terms, therefore, you have to take into account that every 
offensive campaign has defense as its natural component.* And once you 
turn to the defense, your role is to actively defend your market gains and 
totally avoid getting into a state of complacency, so that defense should 
be considered only a pause before once again resuming the advance. The 
direction of the advance could remain in your traditional markets or, 
depending on circumstances, take on an entirely new direction and even 
a new business. In both cases, the directions would be a product of your 
strategic business plan supported by the digital tools to provide as much 
accuracy as possible.

* See Chapter 8 for a detailed discussion.
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Appendix: A Model 
Program for an Internal 
Communications Network

At any given time some aspect of a business is always in start-up. New prod-
ucts and services are introduced, functions come online and change in prior-
ity as the business grows. That means making certain that employees stay 
mentally fit throughout all phases of growth, beyond start-up. All things 
considered, managers still have to keep encouraging them to work steadily 
toward quarterly and annual targets.

Throughout the growth phase of a company, managers need to be able 
to keep changing gears, sometimes from one hour to the next. It is also my 
experience that the managers who learn to enjoy those gear changes are the 
managers who thrive.

Paul Lee
Former CEO, BBC America

“Making certain that employees stay mentally fit” is a major purpose 
for establishing a comprehensive internal communications network that 
enables leaders to connect with employees at all levels of the organization. 
Such a network is rooted to the following six realities that define today’s 
digital environment:

 1. Rigorous business principles do exist and need to be followed regard-
less of the type of business. (Many of these foundation principles are 
discussed within the chapters of this book.)

 2. Utilizing data analytics about markets, consumers, and competi-
tors is the essential prerequisite before committing any amount of 
resources.

 3. Implementing even the most basic competitive strategies requires 
talented, informed, and trained individuals who can think like strat-
egists, as well as advancing a core group of managers with superior 
abilities to motivate and retain skilled employees.
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 4. A customer-driven culture with core values that are unique to the 
firm provides the essential underpinnings if you are to expect win-
ning performances from employees.

 5. Finding fresh opportunities requires individuals who can see open-
ings as if by looking through a wide-vision lens. As geographic dis-
tances dissolve, cultural differences emerge as the more important 
possibilities for growth.

 6. Winning in the marketplace and neutralizing competitors require 
aligning strategies with the organization’s culture.

Thus, the structure for an internal communications network is founded 
on the rock-solid principle that properly trained and motivated employees 
can turn the tide and decide the success of an enterprise. Such a network 
provides a platform to (1) empower personnel with the skills and tools 
to grow the business and, where needed, to recast the strategic business 
plan’s objectives and strategies, and (2) inspire them to actively use the 
new digital tools to pursue opportunities for growth.

NETWORK OBJECTIVES

With the proliferation of mobile devices, more than at any other time you 
are better able to reach out to your staff with creative forms of program-
ming to achieve the following:

Unite employees to a common purpose through ongoing communications. 
This is the opportunity to restate and reinforce your organization’s 
strategic direction and long-term objectives, thereby keeping per-
sonnel informed and committed.

  Ongoing communications also permit clarifying misconceptions, 
misinformation, or rumors before they solidify and do unnecessary 
damage. Such information includes explaining the organization’s 
competitive situation and informing personnel of plans to deal with 
serious threats. Leaders can thereby get out in front of the company 
grapevine, rather than needing to sweep up behind it.

Lift employee morale through positive messaging. Healthy employee 
relationships start with consistent messages delivered with regu-
larity. These include highlighting noteworthy achievements of the 
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company, a group, or an individual, as well as announcements of 
new products, technologies, or business alliances.

  An internal communications network provides a virtual platform 
where executives from key functions of the organization can influ-
ence staff’s behavior, reinforce those cultural values that make the 
company unique, reenergize sagging confidence, and cultivate an 
entrepreneurial mindset.

Equip employees with strategy skills. An internal network supports self-
development of the staff, as well as augments formal training pro-
grams. By feeding in current data, especially in the use of analytics, 
the system is continuously refreshed and better able to assist the staff 
to shape new expansion strategies, suggest innovative techniques to 
pursue additional revenue streams, and prepare contingency plans 
to defend against competitive threats.

NETWORK CONTENT

A model for an internal communications network would include the fol-
lowing components: First, personalized audio and video messages would 
permit executives to engage employees by way of motivational talks that 
speak about the organization’s current plans, provide details about a par-
ticular group’s achievements, or initiate internal dialogue about applica-
tions of digital technology. These messages can influence positive employee 
behavior, strengthen a collaborative team culture, revitalize morale, and 
cultivate an entrepreneurial mindset.

Second, skill-building content for employee self-development would be 
provided through the following three-part format:

Case studies. Using company examples from within and outside the 
organization’s industry, employees would learn about techniques to 
solve specific problems. This approach is meant to stoke the minds of 
individuals and get them to develop their own creative applications.

  Further, the case study format is valuable for showing ideas, tech-
niques, and methodologies of how organizations formulate strate-
gies to deal with issues related to the digital age.

Strategy applications. This section would feature different executives who 
would lead discussions and demonstrate a variety of business-building 
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strategy techniques, with emphasis on matching them to the over-
all strategic objectives of the organization, such as embracing digital 
technology. The intent is to open their minds to think like strategists.

Tool box. This part provides approaches to sharpen and deepen employ-
ees’ abilities to analyze situations and make better decisions. Such 
moves would include assessment tools to evaluate the effectiveness of 
specific strategies (see Table A.1). A sample format of an assessment 
tool is shown in Table A.1.

BENEFITS OF AN INTERNAL COMMUNICATIONS 
NETWORK BY CORPORATE SIZE

Large Organizations with Multiple Divisions

Where business units may be dispersed, or where there is a vacuum in 
effective communications, a unifying message to personnel on a regu-
lar basis that updates, informs, and educates connects individuals and 
improves collaboration.

Here is where vice presidents and general managers of divisions in large 
organizations would aim to

• Reduce internal friction that causes low morale, fear, and uncer-
tainty; also, calm feelings of defeatism, particularly where there is a 
dispersed workforce

• Reinforce the core beliefs that drive the organization’s culture
• Reenergize the staff; get them to shift to the offensive and support 

the current business strategy
• Motivate employees with purpose, confidence, and a willingness to 

overcome the inevitable competitive obstacles
• Curb excessive caution, which tends to immobilize individuals and 

results in a loss of momentum

Small and Midsize Companies

As part of personnel development, leaders in these organizations can 
inspire  employees with positive messages. The executives’ supportive 
words, when joined with skill-building content, open employees’ minds to 
new ideas and innovative thinking.
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TABLE A.1

Strategy Assessment Tool
This sample format of an assessment tool relates to Section II, “Competitive Strategy,” 
which includes content from Chapters 4 through 6.

Each of the following strategy guidelines consists of three parts:a

• Part 1: Indications the guideline is functioning effectively in your organization
• Part 2: Symptoms the guideline is functioning ineffectively in your organization
• Part 3: Remedial actions based on Parts 1 and 2

Strategy Guideline: Concentration
(Based on Chapter 4, Apply Analytics to Concentrate at Decisive Points)

Concept: Strategies that concentrate resources at decisive points are more likely to gain 
market superiority in targeted segments. That includes focusing on a competitor’s 
specific weakness or a general area of vulnerability.

Part 1: Indications the Strategy Functions Effectively
 1. We deliberately use a strategy of concentrating at a decisive point to challenge larger 

competitors.
 1_____________________________________10
 Rarely Occasionally Frequently

 2. We feel confident about concentrating our resources to gain a superior position in a 
selected market segment, even if it creates some exposure elsewhere.

 1_____________________________________10
 Rarely Occasionally Frequently

 3. We use data analytics to pinpoint a segment for initial market entry.
 1_____________________________________10
 Rarely Occasionally Frequently

 4. We are adept at reaching beyond traditional demographic and geographic 
segmentation approaches by employing advanced analytics to identify new or 
underserved segments.

 1_____________________________________10
 Rarely Occasionally Frequently

 5. We are flexible about pulling out of underperforming segments and concentrating 
on faster-growing ones.

 1_____________________________________10
 Rarely Occasionally Frequently

 6. We are capable of concentrating our resources against competitors’ weaknesses.
 1_____________________________________10
 Rarely Occasionally Frequently

 7. Marketing and sales personnel are sufficiently tuned in to changing buying trends 
and are skilled at recommending new products and services.

 1_____________________________________10
 Rarely Occasionally Frequently

(Continued)
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TABLE A.1 (CONTINUED)

Strategy Assessment Tool

 8. Our organization is skilled at uncovering market gaps and allocating resources to 
efficiently exploit a rival’s limitations.

 1_____________________________________10
 Rarely Occasionally Frequently

Part 2: Symptoms the Strategy Functions Ineffectively
 1. We fail to use data analytics to select market segments that offer long-term growth.
 1_____________________________________10
 Frequently Occasionally Rarely

 2. We dissipate resources across too many segments.
 1_____________________________________10
 Frequently Occasionally Rarely

 3. Our company’s product launches disappoint in the absence of a strategy focused on 
sufficient market data.

 1_____________________________________10
 Frequently Occasionally Rarely

 4. Our people have not internalized the principle that achieving a competitive edge 
means employing a strategy of concentration, even if it exposes our vulnerabilities.

 1_____________________________________10
 Frequently Occasionally Rarely

Part 3: Remedial Actions Based on Parts 1 and 2
Parts 1 and 2 provide qualitative assessments of your ability to use a strategy of 
concentration. Based on your team’s evaluation, the following remedies can apply 
corrective actions:

• Install an ongoing data-gathering system to identify a competitor’s weaknesses.
• Concentrate on emerging markets or those that are poorly served in order to get a 

foothold into additional segments.
• Secure our position with dedicated services and customized products that would 

create barriers to competitors’ entry.
• Within customer segments, tailor products and services built around product 

differentiation, value-added services, and business solutions that exceed those of 
competitors.

• Conduct internal strategy training sessions, especially for those individuals who do 
not understand the value of finding a decisive point and resist adopting a strategy of 
concentration.

Strategy Guideline: Speed
(Based on Chapter 5, Initiate Speed to Maintain a Digital Advantage)

Concept: There are few cases of prolonged operations that have been successful. 
Drawn-out efforts often divert interest, diminish enthusiasm, and damage employee 
morale. Nothing drains resources like an overlong campaign.

(Continued)
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TABLE A.1 (CONTINUED)

Strategy Assessment Tool

Part 1: Indications the Strategy Functions Effectively
 1. We realize that dragged-out campaigns have rarely been successful. We work to 

avoid them in our team and organization before they divert interest, depress morale, 
and deplete resources.

 1_____________________________________10
 Rarely Occasionally Frequently

 2. We recognize that speed is an essential component to securing a competitive lead. 
This impacts market share, product positioning, and ultimately customer 
relationships.

 1_____________________________________10
 Rarely Occasionally Frequently

 3. Our staff understands that even minor delays can result in a loss of momentum and 
could signal a vigilant competitor to move in and fill the void.

 1_____________________________________10
 Rarely Occasionally Frequently

 4. We know that a plan that integrates speed with technology puts us in an excellent 
position to secure a competitive lead.

 1_____________________________________10
 Rarely Occasionally Frequently

 5. We acknowledge that speed adds vitality to a company’s operations and becomes a 
catalyst for growth.

 1_____________________________________10
 Rarely Occasionally Frequently

 6. We have internalized the idea that acting defensively to protect a market position is 
but a preliminary step to moving rapidly to the offensive against a competitor.

 1_____________________________________10
 Rarely Occasionally Frequently

Part 2: Symptoms the Strategy Functions Ineffectively
 1. We fail to fully understand that excessive delay acting on time-sensitive market 

conditions can result in losses in market share and competitive position.
 1_____________________________________10
 Frequently Occasionally Rarely

 2. A general malaise exists in the organization, which results in missed opportunities.
 1_____________________________________10
 Frequently Occasionally Rarely

 3. Personnel lack initiative in implementing business plans with speed.
 1_____________________________________10
 Frequently Occasionally Rarely

(Continued)
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TABLE A.1 (CONTINUED)

Strategy Assessment Tool

 4. We are slow in preventing a product from reaching a commodity status, which 
frequently results in price wars.

 1_____________________________________10
 Frequently Occasionally Rarely

 5. Inadequately trained and inexperienced staff have slowed us down and prevented us 
from taking advantage of opportunities.

 1_____________________________________10
 Frequently Occasionally Rarely

 6. Despite correct market data, we are unable to act boldly and rapidly.
 1_____________________________________10
 Frequently Occasionally Rarely

 7. We have failed to secure a competitive lead due to sluggishness in integrating 
technology into the marketing mix.

 1_____________________________________10
 Frequently Occasionally Rarely

 8. Organizational layers prolong deliberation and delay decisions, creating a trickle-
down corporate culture of procrastination.

 1_____________________________________10
 Frequently Occasionally Rarely

 9. There is a persistent lack of urgency in employing predictive analytics to develop 
new products.

 1_____________________________________10
 Frequently Occasionally Rarely

Part 3: Remedial Actions Based on Parts 1 and 2
Parts 1 and 2 provide qualitative assessments of our ability to act with speed. Based on 
our team’s evaluation, the following remedies can apply corrective actions:

• Reduce organizational obstacles that prevent us from increasing the speed of 
internal communication and decision making.

• Require selected individuals on our staff to submit timely proposals with the prime 
objective of creating additional revenue streams through product innovations, 
through new technology applications, and by using big data to identify new, 
unserved, or poorly served market segments.

• Actively seek input from managers and field personnel to pinpoint competitors’ 
weaknesses and areas of vulnerability.

• Conduct training to break down internal barriers and areas of friction to speed.
(Continued)
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TABLE A.1 (CONTINUED)

Strategy Assessment Tool

Strategy Guideline: Maneuver by Indirect Strategy
(Based on Chapter 6, Active Indirect Maneuver to Create Surprise)

Concept: An indirect strategy applies strength against a competitor’s weakness. The aim 
is to resolve customer problems with offerings that outperform those of your 
competitors, and to achieve a psychological advantage by creating an unbalancing 
effect in the mind of your rival manager.

Part 1: Indications the Strategy Functions Effectively
 1. You intentionally integrate indirect strategies into your business plans, thereby 

increasing the success rate of your efforts. You also engage in open dialogues with 
colleagues and staff about new approaches to indirect strategies, along with their 
implementation.

 1_____________________________________10
 Rarely Occasionally Frequently

 2. You act with the understanding that acquiring the skills to implement indirect 
strategies opens your mind to fresh ideas. You thereby reduce the risks of going after 
market leaders, even where limited resources are available.

 1_____________________________________10
 Rarely Occasionally Frequently

 3. You deliberately employ indirect approaches that distract the competing manager 
into making false moves and costly mistakes.

 1_____________________________________10
 Rarely Occasionally Frequently

 4. You intentionally avoid getting entangled in direct confrontations with competitors, 
which would result in the unnecessary draining of resources.

 1_____________________________________10
 Rarely Occasionally Frequently

Part 2: Symptoms the Strategy Functions Ineffectively
 1. You fail to develop indirect strategies that outthink, outmaneuver, and outperform 

competitors.
 1_____________________________________10
 Frequently Occasionally Rarely

 2. You neglect to probe for unserved market niches where there is minimal resistance 
from competitors—and where opportunities exist to establish a foothold and 
expand into a mainstream market.

 1_____________________________________10
 Frequently Occasionally Rarely

 3. Personnel do not rely on competitor intelligence to formulate an indirect strategy.
 1_____________________________________10
 Frequently Occasionally Rarely

(Continued)
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Presidents and senior-level managers of small and midsize firms would 
seek to

• Motivate their staff to innovate with fresh strategies and not repeat 
yesterday’s actions

• Instill discipline and training so that employees do not cave in 
against difficult marketplace and competitive conditions, especially 
against larger rivals

• Foster team solidarity and a winning spirit
• Inform the staff of competitors’ aggressive moves and create a sense 

of urgency to develop countermeasures against potential attacks

TABLE A.1 (CONTINUED)

Strategy Assessment Tool

 4. You lack a benchmarking system to periodically evaluate strengths, weaknesses, or 
best practices, which can then be used to develop indirect strategies.

 1_____________________________________10
 Frequently Occasionally Rarely

 5. You do not use an organized approach to utilize big data to develop indirect 
approaches to enter markets or defend against an aggressive competitor.

 1_____________________________________10
 Frequently Occasionally Rarely

Part 3: Remedial Actions Based on Parts 1 and 2
Parts 1 and 2 provide qualitative assessments of your ability to maneuver by indirect 
strategy. Based on your team’s evaluation, use the following remedies to apply 
corrective actions:

• Use a strengths, weaknesses, opportunities, threats (SWOT) examination, or other 
comparative analysis tool, to help you determine which indirect strategies to employ.

• Institute checkpoints to confirm that your indirect strategies are moving you from 
your current competitive position toward your new objective. Make shifts quickly 
and assertively according to your findings.

• Use all available data to interpret your market position. Such input provides 
additional clues to the development of your indirect strategies and to the 
determination of a culminating point for your campaign.

• Find an unattended, poorly served, or emerging market segment as a decisive target 
in which to implement an indirect strategy for market expansion.

a For best results, each member of the team or group would initially score the statements privately. The 
individuals would convene and discuss the ratings. Where there is wide divergence of opinions, 
individuals would again rank the statements privately in a second round. They would reconvene for 
further discussion until there is consensus. For greater accuracy, each statement can be weighted in 
terms of importance.
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All Organizations

Human resource and training managers would aim to reach groups of 
employees with customized skill development content with the following 
purposes:

• Strengthen a core training program through blended learning
• Reinforce continuous self-development beyond formal training
• Add a skill-building component to entrepreneurial training programs
• Maintain employee involvement in the ongoing self-improvement 

process

Then, there are specific applications, such as assisting marketing and 
sales personnel to bolster positive relationships and interactions with cus-
tomers by introducing content for the following purposes:

• Reinforce strong relationships with customers
• Prolong the life cycle of a product or service by providing ongoing 

updates about digital applications, industry trends, and technical 
data

• Maintain meaningful communications with customers that reduce 
the chance of customers shifting to a competitor

SUMMARY

An organized and embedded internal communications network is 
intended to accomplish what Peter Drucker pointed out earlier (Chapter 3) 
as “fulfilling employees’ need for recognition, respect, trust, and growth.”

Recognition. Employees need to be recognized for their contribution. 
Where major changes are made, or an organization shifts direction, 
employees must be assured that changes are not a result of or reflec-
tion on their performance.

Respect. Individuals in the organization must continue to be treated 
with respect. One way of providing this is to continually communi-
cate why ongoing change is necessary. This is especially important as 
the transition to the digital age accelerates.
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Trust. One way of maintaining trust is to communicate to employees 
that changes will be consistent with the organization’s vision, strate-
gic direction, objectives, and strategy.

Growth. Organizations must continue to provide both managers 
and employees with an opportunity to learn and grow. Change is 
intended as a positive opportunity to provide personal learning and 
growth opportunities.
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