
Concept Book Summary  
  

Sun Tzu and the Art of Business  

Mark McNeilly  
Oxford University Press, 1996  
Copyright (c) 1996 by Oxford University Press, Inc.  

 

Concept Book Summary Table of Contents 
 

Printing Help 

Chapter 1: Introduction

 The Six Principles 
"I have extracted what I believe are the most important and pertinent strategic principles from Sun Tzu." [75 characters] 

Chapter 2: Win All Without Fighting: Capturing Your Market Without Destroying It

 Win All Without Fighting 
"You must define the markets you are going after and commit to achieving relative market dominance in those markets." [208 characters]

 Capturing Your Market Intact 
"A strategy based solely on cutting prices to attack competition is seldom beneficial." [261 characters]

 Winning Without Fighting 
"Battles are dangerous affairs." [178 characters] 

Chapter 3: Avoid Strength, Attack Weakness: Striking Where They Least Expect It

 Avoid Strength 
"Kmart took on Wal-Mart at its strongest point, its cost structure, and failed." [192 characters]

 Strength-Against-Strength Battles 
"The AT&T fiasco illustrates the problem with the strength-against-strength approach." [234 characters]

 
Attack Weakness 
"A major strategic reason for Wal-Mart's success is that it chose as competitors little Mom & Pop stores in small towns instead of taking on the 
big retailers head to head in large markets." [216 characters]

 Attacking Weakness at Boundary Points
"It is to your advantage to find the boundaries of your competitor." [141 characters]

 
Attack the Enemy's Plans 
"As a strategist, it is critical not only that you determine where weakness exists and attack there, but also that you have the personal fortitude to 
avoid attacking when the situation has changed." [330 characters]

Chapter 4: Deception and Foreknowledge: Maximizing the Power of Market Information

 Maximizing the Power of Market Information
"Whatever the reason for the lack of good competitive data, it is essential to have it." [189 characters]

 
Know Your Competition and Yourself
"To pit your strengths against your competitor's weakness and avoid getting surprised by their attacks, it is critical to realize both where you are 
strong and where you are weak." [319 characters] 

 
Knowing Your Market 
"Whoever has the customer information has the competitive advantage because they can use that information to create closer ties to their 
customers, reduce the number of middlemen, and make faster decisions." [166 characters]

 Deception 
"The other side of the equation is ensuring that your competition is unable to know you." [122 characters]

Page 1 of 14?Meansbusiness Inc.

7/30/2003mhtml:file://C:\Documents%20and%20Settings\Hoang%20Nam%20Hai\Desktop\Marketi...



  
  
  

Chapter 1: Introduction 

The Six Principles 
"I have extracted what I believe are the most important and pertinent strategic principles from Sun 
Tzu." 

Pages: 7-7  
I have extracted what I believe are the most important and pertinent strategic principles from Sun Tzu . . . These principles 
[and their business applications] are:  

1. Win All Without Fighting  

Capturing Your Market Without Destroying It  

2. Avoid Strength, Attack Weakness  

Striking Where They Least Expect It  

3. Deception and Foreknowledge  

Chapter 5: Speed and Preparation: Moving Swiftly To Overcome Your Competitors

 
Speed Exploits Fleeting Opportunities
"Speed is a substitute for resources, it shocks and surprises your competitors, it is critical to exploiting weakness and opportunities, and it allows 
you to build momentum." [162 characters] 

 Speed Builds Momentum 
"To be successful at the strategic level, reinforce your successes at the tactical level." [225 characters]

 
Achieving Speed 
"If you do not shorten the time it takes for your company to make and execute decisions, your company will be a strategic sloth." [184 
characters] 

 Preparation 
"You must plan far in advance of the contest to ensure that you win All-under-Heaven." [236 characters]

 Scenario Planning and Wargaming 
"To actually perform the wargames, you can use simple yet effective tools." [264 characters]

Chapter 6: Shape Your Opponent: Employing Strategy To Master the Competition

 Shape Your Opponent 
"To defeat the competition, you must first make them conform to your strategy, your rules, your will." [336 characters] 

 Alliances 
"Although one must make allies to survive and prosper, do not chose poor allies just to have allies." [277 characters] 

Chapter 7: Character-Based Leadership: Providing Effective Leadership in Turbulent Times

 
Character-Based Leadership 
"Leaders are desirable because of their willingness to put the needs of others before their own; they have strong, well-developed 
characters." [280 characters] 

 
Lead with Action, Not Words 
"Leading by example means that you lead not primarily with words but by action. Visions, missions, and daily communications are important, yet 
they must be followed and supported by actions that are consistent in order to be meaningful." [301 characters] 

 Make Your Strategy Drive Your Organization
"Crucial to your success is selecting a management team for your organization that is composed of the best people available." [173 characters]

Chapter 8: Putting the Art of Business into Practice
 There are no Concept Extracts in this chapter 
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Maximizing the Power of Market Information  

4. Speed and Preparation  

Moving Swiftly To Overcome Your Competitors  

5. Shape Your Opponent  

Employing Strategy To Master the Competition  

6. Character-based Leadership  

Providing Effective Leadership In Turbulent Times  

Chapter 2: Win All Without Fighting: Capturing Your Market Without Destroying It 

Win All Without Fighting 
"You must define the markets you are going after and commit to achieving relative market 
dominance in those markets." 

Pages: 11-12  
The goal of business strategy must be "to take All-Under-Heaven intact"?to capture your marketplace. You must define the 
markets you are going after and commit to achieving relative market dominance in those markets. By doing so, your 
company will ensure its survival and prosperity.  

There are many examples of companies that have done this. They began as seedlings, but used creative strategy to bring 
value to the marketplace, grow quickly, and continue doing business successfully for a number of years. They had to be able 
to gain a position in their industry or niche that enables them to protect themselves and shape the forces in their industry in 
their favor. They achieved relative market dominance.  

In the 1970s and 1980s, Japanese companies, with their long-term view of strategy, emphasis on competition and survival, 
and belief that business is war, supported this thinking. Japanese companies were very successful at capturing market share 
and achieving a dominant position in many industries. Whether the industry involved automobiles, consumer electronics, or 
office equipment, the inroads they made in U.S., European, and Asian markets were significant. This provided these Japanese 
companies with the ability to influence their respective industries and ensure their survival, even when American and 
European firms began to successfully respond to their attacks.  

Capturing Your Market Intact 
"A strategy based solely on cutting prices to attack competition is seldom beneficial." 

Pages: 13-15  
Before April 1993, Philip Morris Companies was the owner of what was arguably the world's most profitable brand, 
Marlboro.  

However, Marlboro was slowly losing market share to discount cigarette brands. So, in an effort to hit competitors hard and 
regain market share, the CEO of Philip Morris agreed to cut the price of Marlboro's by 40 cents per pack, or 20%.  

What competitors decided to do became clear soon enough. As the other major industry players cut prices drastically, soon 
no one was making money. Philip Morris itself lost $1 billion in profits and Wall Street responded by chopping $13.4 billion 
off the market value from the company in the days following the price cut . . . A strategy based solely on cutting prices to 
attack competition is seldom beneficial. [Note]  

The airline industry is another example of rampant price-cutting to gain market share. Prior to deregulation, airlines found 
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means of competing other than price. However, after deregulation and the entrance of such competitors as PeopleExpress 
(who focused on no-frills flying with cheap tickets), the nature of the competition changed. The 1980s saw mergers, 
takeovers, bankruptcies, and restructuring. The early 1990s saw continued price wars between the major airlines. Even when 
American Airlines CEO Robert Crandall attempted to restore sanity to the industry's pricing by wiping out discounts and 
simplifying fare structures, the other airlines chose to ignore his lead. Instead, they reacted by cutting their fares even deeper. 

The goal of [this] strategy is not only to achieve market dominance in a manner that leaves the industry intact, but to do so 
"without fighting."  

Winning Without Fighting 
"Battles are dangerous affairs." 

Pages: 16-19  
Battles are dangerous affairs.  

In business, you should follow the philosophy of Go rather than chess. You should seek to control the most market territory 
with the smallest investment, not to destroy your competitor and your company in endless fighting. You will win not by 
wiping out your competition but by avoiding fighting and moving strategically to achieve relative market dominance, 
survival, and prosperity. This approach leaves your industry intact, allowing your firm to dominate a healthy industry rather 
than a sick one.  

Remember that market dominance is the means, but survival and prosperity are the end, that the essence of fighting is not 
fighting. Fighting takes resources, which are limited and, if used up, leave one defenseless. Outright price confrontation, as 
witnessed in the tobacco and airline industries, should be avoided, for intense and prolonged fighting will destroy an industry. 
To attack indirectly and win without fighting means your company will use less resources and your industry will remain 
intact. It is then possible to dominate and prosper in a healthy industry instead of just surviving in a sick one.  

Chapter 3: Avoid Strength, Attack Weakness: Striking Where They Least Expect It 

Avoid Strength 
"Kmart took on Wal-Mart at its strongest point, its cost structure, and failed." 

Pages: 25-26  
Starting in 1990, Kmart spent three years constructing 153 new discount stores and revamping 800 existing ones in a $3 
billion strategy to take on up-and-coming Wal-Mart. At the time, Wal-Mart was expanding beyond its rural locations into 
Kmart's urban territory. In response, Kmart's CEO launched a direct assault against Wal-Mart, lowering prices on thousands 
of products to be more competitive . . . The apparel inventory Kmart bought for the most part either went unsold or was let go 
at clearance prices. Meanwhile, Kmart was not able to draw customers away with lower prices since Wal-Mart dropped 
prices to match them. A Wal-Mart manager was quoted as saying, "It's very simple. We are not going to be undersold."  

The principle of avoiding strength and attacking weakness makes what occurred plain. Kmart took on Wal-Mart at its 
strongest point?its cost structure?and failed. It was unable to get below Wal-Mart's five-point advantage in operating costs. 
As a Wal-Mart manager was quoted as saying, "What that means is that in all-out price war they'll go broke 5% before we 
will."  

As wills and egos become involved, these debilitating battles last even longer than they should have. [Note]  

Strength-Against-Strength Battles 
"The AT&T fiasco illustrates the problem with the strength-against-strength approach." 

Pages: 26-27  
In the 1980s, as the communication and computer industries became more entwined, AT&T grew enamored with attacking 
IBM, DEC, Hewlett-Packard, and others with its own computer line. With a large treasury, the technology jewel of Bell 
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Labs, and ownership of the UNIX operating system, AT&T executives must have felt assured of success. Eight years, 
thousands of layoffs, and $2 billion in losses later, AT&T executives realized that the attempt had failed. So, in 1991, AT&T 
executed a $7.5 billion hostile takeover of NCR, paying 20% over NCR's market value for another crack at this market. It 
was still unsuccessful. In 1994, AT&T dropped the NCR brand and replaced it with AT&T Global Information Systems 
(GIS), hoping a third shot would finally be rewarded . . . Clearly, AT&T's mistake of relying on competitive imitation and 
sheer size to directly attack major competitors head-on is the epitome of an unsuccessful frontal attack. [Note]  

The AT&T fiasco illustrates the problem with the strength-against-strength approach; since it is not very creative nor based 
on attacking the competition's weakness, it dooms a company to a battle of attrition. The basic philosophy behind an attrition 
strategy is that your resources will outlast those of competitor. In practice, this means that your company must not only have 
resources sufficient to overcome the competitor but also the will to expend them until your competitor capitulates. Often, an 
opponent stubbornly refuses to do so.  

Attack Weakness 
"A major strategic reason for Wal-Mart's success is that it chose as competitors little Mom & Pop 
stores in small towns instead of taking on the big retailers head to head in large markets." 

Pages: 29-30  
In business, there are several ways you as a strategist can replicate this approach and create a situation where your company's 
strengths are applied against your competitor's weakness.  

One way is to attack the weakest part of your competitor's value chain. If they are strong in manufacturing but have a weak 
tie to their distributors, attack them there. Reinforce your distribution channels to take their customers away. Better yet, woo 
away their distributors and make them your own. Without them, their manufacturing prowess will prove worthless. Japanese 
companies employed the technique of attacking the weak point in their competitor's value chain when they leveraged their 
strengths in quality manufacturing to beat American competitors, who were weak in that line.  

This is what Wal-Mart did against Sears, Kmart and other large retailers. Wal-Mart's success is the result of several factors, 
many of them operational. However, a major strategic reason for Wal-Mart's success is that it chose as competitors little 
Mom & Pop stores in small towns instead of taking on the big retailers head to head in large markets. Using their huge 
buying power and lean distribution methods to drive costs down, they defeated the small stores and "attacked the enemy 
where he did not expect it" in small towns. Wal-Mart gobbled up market share and surrounded its main competitors.  

Attacking Weakness at Boundary Points 
"It is to your advantage to find the boundaries of your competitor." 

Pages: 33-34  
Another place weaknesses occur is at the boundaries between organizations. In war, these boundaries occur where two unit's 
areas of responsibility meet.  

Just as two allied units may have trouble coordinating their efforts at a boundary point, allied companies or functions within 
companies may have difficulty as well. It is to your advantage to find the boundaries of your competitor. These boundaries 
could occur in your competitor's value chain, such as the boundary between development and manufacturing, between 
manufacturing and distribution, or between marketing and development. These boundaries could be geographic, between 
sales regions or manufacturing sites. They can be between your competitor and its business partner. They can also be mental 
boundaries, where your competitor defines the limits of its markets and the beginning of others. Take advantage of them to 
find vulnerable and critical weak points.  

Pages: 33-33  
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Attack the Enemy's Plans 
"As a strategist, it is critical not only that you determine where weakness exists and attack there, 
but also that you have the personal fortitude to avoid attacking when the situation has changed." 

Pages: 34-35  
The tactic of attacking your competitor's strategy and plans is perhaps best exemplified in such high-technology industries as 
computers. Customers of computer companies have huge investments in installed hardware and software. With technology 
changing so rapidly, computer companies try to keep customers loyal by announcing their future product strategy. They 
attempt to show how their products will continue to be advanced and stay vital over the coming years. To gain an advantage, 
one competitor will attack another's strategy by casting doubts on its technical viability, thus worrying the other's customers 
and causing them to desert. These verbal attacks are carried out at industry trade shows, in magazine interviews, or press 
releases. The trade press then picks up the story, industry consultants trumpet it, and soon the creators of the strategy are 
forced into spending time trying to reassure customers instead of promoting their product to new prospects.  

If you think about it, this is the least resource-intensive means of attacking a competitor. It requires little investment, yet it 
can be a very effective technique if properly executed. That is why Sun Tzu is adamant that "the supreme excellence in war is 
to attack an enemy's plans."  

Pages: 37-37  
As a strategist, it is critical not only that you determine where weakness exists and attack there, but also that you have the 
personal fortitude to avoid attacking when the situation has changed.  

For example, a new opportunity may seem promising. A new market appears to be emerging and several people in your 
company are saying that it is important for your firm to be a player. They maintain that it is a "strategic imperative" or that "it 
is fundamental to survival" to be in that marketplace. The pressure to take action is immense.  

However, after studying the situation, you find that the positions of the existing players are too strong to attack at the 
moment. You as a strategist must be able to stand firm and refrain from ordering an immediate assault that is destined to fail. 

Chapter 4: Deception and Foreknowledge: Maximizing the Power of Market Information 

Maximizing the Power of Market Information 
"Whatever the reason for the lack of good competitive data, it is essential to have it." 

Pages: 41-43  
To understand and defeat your competition, you must do a very deep level of research and analysis. It must not lack for 
detail. Unfortunately, most of what passes for competitive analysis these days is very shallow.  

Whatever the reason for the lack of good competitive data, it is essential to have it. One might be able to satisfy management 
by showing them a few facts about the competition, allowing your executives to pretend to fashion effective strategies and 
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predict the responses of your competitors. However, in reality, your executive team would be operating in the dark. To be 
satisfied with such a simplistic level of analysis is to invite disaster.  

Companies attack markets they know little about. They take on new competition without learning their strengths, 
weaknesses, and capabilities. They engage old competitors they think they know, but in truth do not. And instead of seeking 
and probing for weaknesses and attacking them, these companies blunder and thrash about, bumping into one competitor 
after another, occasionally hitting a weakness but more often running head-on into strengths.  

To beat the competition, you must know your competition, know your own company, and know your marketplace.  

Know Your Competition and Yourself 
"To pit your strengths against your competitor's weakness and avoid getting surprised by their 
attacks, it is critical to realize both where you are strong and where you are weak." 

Pages: 42-43  
To be successful, to find weaknesses, you must do as Sun Tzu states: you must elicit knowledge "from men (and women) 
who know the enemy situation." You must "inquire into these matters in the most minute detail."  

Executives love to tell the press how brilliant their strategies are and how they will be executed; you can use this information 
to discern their plans. Also, look closely at your competitor's past behavior; how has it responded to attacks in the past? How 
has it launched and executed its attacks? What signs have its executives given before taking action? Did they schedule an 
announcement? Did they make certain investments? Did they hire new talent? Look for these signs.  

Now you know two things: what your competitor is capable of and what its current plan of attack is. However, even this is 
still insufficient. You must also know what your competitor's executives will do in response to your actions.  

To know these things you must go beneath the facts and surface information and delve even deeper?right into the minds of 
your competitor's executives. It is not enough to know what your competitor can do; you must know what your competitor 
will do. You must learn as much as possible about the culture of your competitor and the mindset and assumptions of those 
who run it.  

Pages: 47-48  
To pit your strengths against your competitor's weaknesses and avoid getting surprised by their attacks, it is critical to realize 
both where you are strong and where you are weak. You need to understand a broad array of things about your company: 
who your customers are and why they buy your product, what your costs are, which offerings are the most profitable and 
which the least, what your critical processes are, the length of your cycle times, and who your essential managers and 
employees are. You must know this information in detail and have access to it on a real-time basis.  

Knowing Your Market 
"Whoever has the customer information has the competitive advantage because they can use that 
information to create closer ties to their customers, reduce the number of middlemen, and make 
faster decisions." 

Pages: 51-52  
Market information has become so critical to companies that business gurus talk of "information wars" in which different 
companies in the same value chain battle to get customer information. Whoever has the customer information has the 
competitive advantage because they can use that information to create closer ties to their customers, reduce the number of 
middlemen, and make faster decisions. In the information age, the old adage that knowledge is power is more true than ever. 
[Note]  

As a master strategist, you should establish a similar infrastructure. Train salespeople to find out what your competition is 
doing and what your customers are asking for and then set up a means (standard reports, E-mail) to get that information 
quickly back to headquarters. Send your market and competitive analysts out to meet with groups of customers and 
salespeople regularly to find out what is happening "on the ground." Have monthly or quarterly meetings with your analysts 
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that provide a forum for discussion of this information and the overall "big picture."  

Deception 
"The other side of the equation is ensuring that your competition is unable to know you." 

Pages: 52-55  
It is not enough to know yourself, the business terrain, and your competitor. The other side of the equation is ensuring that 
your competition is unable to know you. This is where deception comes in.  

The logic is straightforward. To beat your competitor, you must first deceive its executives about the true nature of your 
plans. If they do not know where you will attack next, they will be confused and unable to respond effectively.  

Deception not only allows you to force your competitor to waste resources by allocating them incorrectly, it also creates 
weak spots to attack by making its management unsure of your intentions.  

To deceive requires discipline, to mislead requires control, to ensure secrecy requires security. A company poorly led cannot 
deceive convincingly.  

Chapter 5: Speed and Preparation: Moving Swiftly To Overcome Your Competitors 

Speed Exploits Fleeting Opportunities 
"Speed is a substitute for resources, it shocks and surprises your competitors, it is critical to 
exploiting weakness and opportunities, and it allows you to build momentum." 

Pages: 59-64  
Speed in execution is essential for a number of reasons; speed is a substitute for resources, it shocks and surprises your 
competitors, it is critical to exploiting weakness and opportunities, and it allows you to build momentum.  

Speed is also tightly linked to attacking weakness and exploiting opportunity. You must be bold and aggressive.  

If an attack on your competitor's weak point develops slowly, your competitor has more time to counter it.  

You need not worry if your competitor has more and better equipment. Speed can overcome those impediments and allow 
you to exploit your opportunities before your slower-moving competitor can respond.  

Speed is essential in surprising your competition. By combining deception with quick movement, you can keep their 
management from discerning your intentions until it is too late. The initial surprise throws them off balance. Then, as one of 
your attacks quickly follows another, they become even more bewildered and unbalanced. Finally shocked into submission, 
your competitor's executive team ends up paralyzed and unable to respond.  

Speed Builds Momentum 
"To be successful at the strategic level, reinforce your successes at the tactical level." 

Pages: 66-69  
Speed is critical to success [because it] provides the ability to sustain and exploit market momentum once a breakthrough has 
been achieved.  

Managers often respond by giving more support to the product that is doing poorly. They figure that since the other is already 
doing well, additional resources should be deployed to fix the one that isn't successful. Time after time, products that are 
failing get attention and resources while products that are starting to take off get starved just as they are about to break loose. 

This is exactly the wrong thing to do; instead of reinforcing failure, you must reinforce success and starve failure. When you 
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have a breakthough, exploit it. When you have found a weak point in your opponent's product line with a hit product of your 
own, pour resources behind it. Keep the momentum going and turn your enemy's retreat into a rout.  

Remember, to be successful at the strategic level, reinforce your successes at the tactical level. Exploit your breakthroughs 
and create market momentum.  

The corollary of reinforcing a successful product is: when a product is failing, drop it like a live grenade. Believing that 
throwing resources at the problem will fix it is like thinking that throwing more soldiers against a well-entrenched defensive 
line will allow your to capture it. The costs may pile up and you still may not obtain your objective.  

Achieving Speed 
"If you do not shorten the time it takes for your company to make and execute decisions, your 
company will be a strategic sloth." 

Pages: 69-69  
Now that we know why speed is crucial, the question becomes, "how does my company become faster?" The answer is 
cycle-time reduction. Most often executives think of cycle-time reduction in terms of manufacturing, materials logistics, 
distribution, and product development cycles. These cycle times are crucial; however, two other cycle times are at least as 
important. These are a company's decision-making cycle time and customer responsiveness cycle time.  

Pages: 70-70  

  

Pages: 70-74  
If you wish to act with speed, you must focus on improving your information/decision/action cycle time. You can cut all the 
other execution cycle times?product development, manufacturing, and distribution?in half, but if you do not shorten the time 
it takes for your company to make and execute decisions, your company will be a strategic sloth. Your competitors will beat 
you every time.  

The key to shortening your information/decision/action cycle is to understand which issues must be decided immediately, to 
limit the information to only those pieces that have a direct bearing on those issues, to discuss strategy frequently as a group, 
and to use written communications and regular follow-up meetings to track results.  

Preparation 
"You must plan far in advance of the contest to ensure that you win All-under-Heaven." 

Pages: 77-80  
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To act with great speed requires not frenzied activity, but rather careful preparation matched by a sense of urgency. Only by 
skillfully planning your campaign ahead of time can you move confidently with blinding swiftness. Only by looking at all the 
possibilities in advance and then acting with a sense of urgency can you take advantage of fleeting opportunities as they arise. 
Therefore, you must plan far in advance of the contest to ensure that you win All-under-Heaven.  

For example, before Southwest Airlines opened a new route, they did a great deal of preparation. Everything was considered, 
and then the assault was launched. "We attack a city with a lot of flights," states CEO Herb Kelleher. "We won't go in with 
just 1 or 2 flights. We'll go in with 10 or 12." Once in, Southwest will launch eleven flights a day per gate, twice as much as 
other airlines can put out. Obviously to launch such an attack on a new route takes significant preparation. [Note]  

You must build a strategic plan that looks at the strengths and weaknesses of your company and understands those of your 
competitors, studies the trends in the marketplace, factors in new processes and technologies, and takes into account what 
customers are looking for.  

Once you know these things, once you have foreknowledge, you can plan where to strike, decide how you will utilize 
deception, and think through how you will deploy your resources.  

Scenario Planning and Wargaming 
"To actually perform the wargames, you can use simple yet effective tools." 

Pages: 80-82  
In addition to basic strategic planning you must also do wargaming and scenario planning.  

You can do the same by setting up a group of managers who serve as "shadow competitors." These teams of managers are 
assigned to track certain competitors and develop a deep understanding of their competitors strategy and tactics. They must 
learn everything possible about the competition so they will know how their competitors will react under differing sets of 
circumstances. Once they are able to do so, they can then provide the intellectual pool of knowledge that allows you to 
wargame your strategic options. [Note]  

To actually perform the wargames, you can use simple yet effective tools, such as the "Implication Wheel" created by Joel 
Barker.  

Pages: 83-83  
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Pages: 84-84  
The reason wargaming is so effective is that, unlike hearing or reading about examples, you actually experience the action. 
By experiencing it firsthand, you integrate the lessons much more deeply than you would with other methods of learning.  

Another method of preparing is called "scenario planning." It has been used very successfully by Royal Dutch Shell to deal 
with major changes in the oil industry. The process created by Shell goes far beyond the what people usually think of when 
they hear the word "scenario."  

Instead of creating a set of scenarios that exist all along the same dimension (such as high-revenue, medium-revenue and 
low-revenue scenarios), scenario planning seeks to create scenarios that are very different from one another. The goal is to 
stretch executives' minds by providing them with competitive "worlds" that reflect very different environments than those 
they are presently dealing with.  

Chapter 6: Shape Your Opponent: Employing Strategy To Master the Competition
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Shape Your Opponent 
"To defeat the competition, you must first make them conform to your strategy, your rules, your 
will." 

Pages: 90-91  
To defeat the competition, you must first make them conform to your strategy, your rules, your will. You must seize the 
advantage and make your competitor meet you at the time and place of your choosing. To master the competition in this 
manner is what Sun Tzu meant by "shaping".  

These principles are the clay the master strategist works with. However, by themselves they are not enough. You must put 
them all together in a strategy that "shapes" your competition. Your strategy must attack not only the resources of your 
competitor, but, more important, the minds, thought processes, and wills of its executive team.  

To begin, your strategy must employ both a direct and indirect force; these are important tools for shaping the perception, 
emotions, and actions of your competitor's managers. These forces work together to throw them off balance, making them 
easy to defeat.  

To shape the competition, you must also gain and hold strategic positions in the marketplace, using technology, key buyers, 
and distribution channels to deny competitors access to key markets.  

Shaping the competition is also performed by implementing strategic moves and sending market signals that bait your 
competition into committing strategic mistakes?either leading them to enter markets that will prove unprofitable or directing 
them away from markets you desire.  

You must also understand the nature of alliances, how they are formed and maintained, and how to sever those of your 
competitor. Alliances allow you to increase your resources and diminish those of the competition. Used properly, they limit 
its possible moves and alternatives.  

Pages: 102-104  
A final consideration in shaping the competition is to consider leaving your competitor an easy way out of the market to 
avoid fighting over it with you.  

Therefore, before launching any attack, you must consider this thought as well. Is total, public defeat of your competitor 
necessary or even desirable? Is it not logical that your competitor will instinctively fight harder if its executives know they 
are fighting for survival versus a few points of share?  

To a surrounded enemy you must leave a way of escape.  

Alliances 
"Although one must make allies to survive and prosper, do not chose poor allies just to have 
allies." 

Pages: 105-105  
[Six rules of alliances.]  

1. Prevent your competitors from combining to oppose you.  

2. If powerful alliances exist, avoid attacking them.  

3. If you must attack, first separate your competitor from his allies.  

4. Make skillful use of your own allies.  
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5. Do not choose the wrong allies.  

6. Know how to maintain an alliance and when to end one.  

Pages: 111-112  
Although one must make allies to survive and prosper, do not chose poor allies just to have allies.  

September of 1993 brought the announcement of a merger between Sweden's Volvo and the French car manufacturer 
Renault. It was the result of a three-year effort to fashion a $40 billion European car company that could take on the 
American and Japanese giants. However, in December 1993, only three months later, the deal fell apart. Why?  

There were several contributing factors but a major one was that the existing alliance between the two firms wasn't working. 
Problems existed in shared R&D and engineering . . . In addition, top managers below the Volvo Chairman had no 
confidence in the effort.  

When Volvo stockholders found out about the real situation and the poor terms of the merger, they rebelled, forcing the 
abandonment of the deal and resignation of Volvo's CEO. This left Volvo unsure of where its required capital would come 
from and its strategy of diversification and merger in a shambles. The situation illustrates that, while it is critical to have 
allies, one must ensure that they are the right allies and not ones who will bring more pain than profit. [Note]  

Choosing the right allies is only the beginning; you must also know how to maintain your alliances and how to end them 
when they are no longer useful.  

Chapter 7: Character-Based Leadership: Providing Effective Leadership in Turbulent Times 

Character-Based Leadership 
"Leaders are desirable because of their willingness to put the needs of others before their own; 
they have strong, well-developed characters." 

Pages: 117-119  
[Leaders] are desirable because of their willingness to put the needs of others before their own; they have strong, well-
developed characters. To become such a leader, to put others before yourself, is not an easy task. It demands sacrifice. You 
must be willing to:  

Build your character, not just your image.  
Lead with actions, not just words.  
Share employee's trials, not just their triumphs.  
Motivate emotionally, not just materially.  
Assign clearly defined missions to all, avoiding mission overlap and confusion.  
Make your strategy drive your organization, not the reverse. 

As you can see, Sun Tzu does not support a martinet-style of leadership. Instead, he states that a leader must be strong 
enough to impose the strategy on the organization, but also confident and trusting enough to allow subordinates to carry it out 
successfully.  

Wisdom is important, for it allows a leader to clearly divine the company's strengths, weaknesses, and opportunities to build a 
strategy. Courage is essential because, without it, a leader cannot take advantage of wisdom with bold action when the time 
requires it. Sincerity and humanity are crucial because, at the heart of it, leading a team, department, division, or company 
means accomplishing success through other human beings. Discipline is necessary, for it is required to ensure that strategy is 
executed successfully. All these traits are a manifestation of strong, positive, and well-developed character.  

Just as it is important to be sincere and humane, leaders must appear to be in control of the situation, exuding confidence and 
assurance. This appearance of confidence cannot be a fa�e, but must be based on true confidence built on wisdom, sincerity, 
humanity, and courage. If the leader has even one doubt, his followers will have several. 
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Lead with Action, Not Words 
"Leading by example means that you lead not primarily with words but by action. Visions, 
missions, and daily communications are important, yet they must be followed and supported by 
actions that are consistent in order to be meaningful." 

Pages: 121-135  
The best way to prove leadership, to show character, is not to talk about it, but set the example. Leading by example means 
that you lead not primarily with words but by action. Visions, missions, and daily communications are important, yet they 
must be followed and supported by actions that are consistent in order to be meaningful. Nothing sends a truer, clearer 
message to employees about you than your behavior.  

The old adage that "talk is cheap" is correct.  

A leader "must be first in the toils and fatigues of the army." As the leader, you must show your people that you are willing to 
share not only their triumphs but also their tribulations. If you expect a team to work late, you must be there with them. If you 
are asking them to take a pay freeze, then you should too. You cannot and should not expect your employees to do things you 
are not willing to do. Show your employees that your are in the battle with them, supporting them, helping them, and leading 
them. Prove to them you do not think yourself special or above them. In this way, you can establish a bond with them that 
will improve team performance and take you through the toughest times.  

There may be times when extreme circumstances for the firm can be used to motivate and bond your employees. As these 
times, monetary rewards may be insufficient and even get in the way. These are the times when people want to be involved in 
something bigger than themselves. It might be turning around a business, it could be starting a company from scratch, it 
could be bringing out a new product. Whatever it is, find a way to add meaning beyond material incentives. Do no be afraid 
to challenge people to their limits.  

Make Your Strategy Drive Your Organization 
"Crucial to your success is selecting a management team for your organization that is composed of 
the best people available." 

Pages: 137-138  
Beyond the setting and communication of your strategy, another major part of leadership is the proper staffing and 
organization of your staff. Crucial to your success is selecting a management team for your organization that is composed of 
the best people available. Getting the best people is essential, for they will carry out the strategy and greatly influence your 
other employees.  

Often more attention is put toward reacting to crises that arise daily than longer-range issues such as hiring the right people. 
This is a crucial mistake that happens with leaders who enjoy fire-fighting over planning and doing projects themselves over 
delegation. If you put in the time necessary to select the right people, give them the proper guidance, and then let them carry 
out their mission, the majority of the fire-fighting will go away. Unfortunately, Western society prefers and rewards the 
glamour of crisis management over the more mundane and less visible necessity of planning and solving little problems 
before they become big ones.  

He who excels at resolving difficulties does so before they arise.  
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