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Rapid-cycle Strategy Innovation

“In battle, this ability to rapidly pass through the observation-orientati@eision-action
loop (the Boyd cycle) gave American pilots a slight time advantagee Wiews a
dogfight as a series of Boyd cycles, one sees that the Americadsreymestedly gain a
time advantage each cycle, until the enemy’s actions became totad|yropriate for the
changing situations.”

- Robert Leonhardlhe Art of Maneuvér

The OODA loop

John Boyd was one of the U.S. military’s most Laiili strategists. Today he is known
only by a small community of military tacticians anddsnts of military methods. But
his insights have come to define the basis of moderfavear

During the Korean War, Boyd served as his squadron’s commandeactics instructor.
Their F-86s yielded less firepower or thrust than theppaments’ MIGs, yet Boyd’s
pilots averaged a 10:1 kill ratio against their enemiesdghout much of Boyd’s career
as instructor, advisor, military theorist, and fighpdot designer, he maintained a
running bet that with forty seconds in the air he could bew pilot in aerial combat.
“Forty-second Boyd,” as he came to be known, nevettlasibet.

Asked to explain his methods, Boyd developed a theoryrdficothat is now shaping
militaries all over the globe. Central to his themyhat the entity—the squadron, army,
company, government—that adapts fastest to changing everstshe specifically
identified four interdependent phases an organization or @manust pass through to
adapt to changing reality: observation, orientationisitet, and action (the OODA loop,
or the Boyd cycle). To beat your competition, then, yast cycle faster than them
and/or hinder their ability to cycle through their OODApo Many of the 36 Stratagems
achieve this dual objective by providing you with a creativparse while obfuscating
reality from your opponent.

Business cycles

Boyd'’s principle has been at work for millennia, deteingrwinners and losers on
battlefields and in corporate conflicts. We find evideateycle time being a
determinant of competitiveness in business as eatheasirn of the nineteenth century.
In the early 1800s, Hudson’s Bay, a trading company, veasgf@ollapse because a
competing trading company, the North West Company, had adapted distribution
strategy—with trading posts located more closely to cust®ma more flexible,
decentralized management structure. Hudson’s Bay’'s certtddureaucracy hindered
the company’s reaction time, and by 1809 the company seentatedds close. In that
year, however, Hudson Bay’s ownership changed handsaé&ideadership quickly
copied its rival’'s approach, moving trading posts closer ttomess and decentralizing
operations.
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By breaking through rigidity to react to a changing enviromiriée new owners saved
their company. Hudson’s Bay beat its rival, merging with it ten yelatsr, and survived
as the Hudson’s Bay Company, considered today to be th& sla@iving commercial
enterprise in Canada.

The ability to cycle quickly proved defining in the battkeintel versus its early Asian
competitors or Frontline versus rival oil tanker operat®éhe ability to react quickly and
creatively to a changing environment is fundamental topatitive advantage.

Rapid, creative response

Few companies have proven able to consistently respoativetg and quickly to
environment changes. Companies stifle creativity, we fawed, by relying too heavily
on logical methods. When companies face a stratbgibenige, they inevitably turn to
one of two approaches for solving it: option narrowingutes. Option narrowing
involves laying out a seemingly complete set of choides) tuling them out to arrive at
the best one. The other is to study successful cases—om®pl@aders, battles—and
distill from these a set of commonalities that, vedieve, if we follow we will be

similarly successful. Although both approaches arecatito successful problem solving,
they rarely lead to exciting, innovative solutions.

The 36 Stratagems offer an effective complement tetloggcal methods. My
colleagues have found the stratagems to be surprisirfghtigé tools for helping
modern-day strategists see beyond the obvious, to cormatiha-the-box strategic
options that come naturally to history’s most creasivategists.

To ensure that creative options, once conceived, transwidly into action, my
colleagues and | have found you must unblock one or moevehskey barriers to
strategic innovation. The vast majority of the masnhpetitive companies of the decade
beginning in 1995 achieved their strengths by seeing and clyaasimategic option their
competitors would not. The most competitive were abkutonount hurdles that their
competitors tripped over. These seven hurdles arelaw/ol

1. Failing to_observéhat our environment has changed and that new
opportunities or risks have emerged.

2. Having observed that the environment has changed, failingetiat ourselves
to the implication of this change. We may observed$oare forming, for
example, but fail to understand that this means rainsoay fall.

3. Having oriented ourselves, we lack a clear aspirai@hso are not compelled
to take action, which might alter our current course.

4. Though we have a clear aspiration, we fail to concef\egood solution. We
are stuck with a few uninspiring options or, yet worse datlanced with a
good-enough option. So we adopt an uninspired, copy-catgstrate

5. We have conceived of an exciting, out-of-the-box sotubtiat will not
considerit either because we ourselves find it unreasonablecaube our
teammates and our organization view the idea as “crazy.”

6. We are willing consider the solution but, after analysi®osenot to adopt it.
Our decision is usually based on sound logic that we careps flawed only
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after someone else—a successful competitor—proves thatigunal idea
actually was a good one.

7. Though we choose a strategy, we fail to commit. Because we are unable
to convince others to support our strategy, we never aligrealistrategy
(what we do) with our intended strategy (what we pdado).

You will notice that framework is an expansion of d@oyd’'s OODA loop. My
colleagues and | have used this framework to help compam@ssaeveral sectors spur
strategic creativity. It is a simple model for incorgtang the 36 Stratagems into a
comprehensive strategy design process that increase®#t®ity and speed of an
organization’s strategic response.

Strategic transformation

This section will walk you through the process of applyireg36 Stratagems as part of a
strategic planning process or strategy off-site. The atmli®lp your organization
rapidly devise and executive an innovative strategy thibtake your competition by
surprise.

The Strategy Cycle

Conceive | Consider

&

Observe
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Step 1: Observe

“Thus, what enables the wise sovereign and the good general to strike andrc@amgue
achieve things beyond the reach of ordinary men, is foreknowledgehidow t
foreknowledge cannot be elicited from spirits; it cannot be obtained indlyctrom
experience, nor by any deductive calculation. 6. Knowledge of the 'srdigppsitions
can only be obtained from other men.”

- Sun Tzu

At least five of the most competitive companies ofdbeade beginning 1995 analyzed
for this book assign their success in part to having ebdesomething that the
competition had not. Hon Hai Precision Industries eicample, has become one of the
world’s largest electronics manufacturers, serving disath as Dell, Apple, Cisco,
Nokia, and Sony, averaging 50% annual revenue growth oveettagle, by observing
an industry dynamic emerge before others. In 1974, at aithime most electronics
manufacturers were busy producing consumer electronmsHdi was founded as a
plastics manufacturer. Toward the end of the 1970s, hawdea Hai noticed an
emerging trend. Because the company was located in Taimaautskirts of this
emerging trend, Hon Hai was one of the first to obseoraputer firms increasingly
seeking to outsource production in Asia. In 1981, Hon Haabg@goducing computer
connectors for a relatively unknown, six-year-olanpany called Microsoft. As
Microsoft grew into one of the largest corporationghie world, Hon Hai enjoyed the
pull of Microsoft’'s wake. By observing what few othersrevelose enough to observe,
Hon Hai took an early role in the emerging computer tdian. Today, Hon Hai
produces $16 billion per year in reverue.

Your chances of outthinking your competition greatly inwerd you can observe
emerging trends before your competition. Sun Tzu advisag apies to tap such early
information. Today, corporations use competitive irdetce. To outthink your
competition and market, it helps to put in place anrmédion network that can feed you
early warning signs of critical changes. Ask yourselfftilewing:

* What competitive or market developments should | looR fo

* What are the “leading indicators” | would expect to sesngke before these
developments appear?

* Am | currently able to observe these “leading indicédfors
e If not, where does this information reside and howlaaonitor it?

To prepare for a strategy brainstorming session, gatheuas tnend data on these
“leading indicators” as would be useful. Much of this infatimn may already reside
inside your company. Indeed, we have found that corporatibes gather more
information than they can process and so are surposkiatitthat many of the “leading
indicator” data they need they are already collectingtri@ngulating data organized
from seemingly unrelated areas of your operation, yoyipirgoint what you need.
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Step 2: Orient
“Discontent is the first step in the progress of a man or a nation.”

- Oscar Wilde

With “leading indicator” data in hand, you can assess fture with some degree of
accuracy. This is critical because if you are contetft your current future, your change
efforts will lack momentum. Over the past ten yefmsexample, Puma has grown
nearly twice as fast and has been nearly twice digble as its peers.Its rise from a
troubled company in the early 1990s can be traced ditecthe fact that Puma’s
leadership had grown so discontented with the company’s pefae that the leaders
were prepared to make a radical strategic shift. The eadplaced top management and
embarked on a bold new strategy—one centered on fashiwar than athletic
performance. Reebok faced similar financial troubles arthmdame time that Puma
transformed its strategy. But because Reebok’s performeaegood enough to offer
the company’s leadership hope, the company never swalloWwatwas required to
transform. In 1994, Puma’s revenues were but 8% of Reebiidday, Puma has
significantly closed this gap, reaching about 50% of Reebek&nues.

Just as an addict will not seek rehabilitation untitdeches “rock bottom,” you and your
team’s creativity will remain bottled unless you readtdntent.

The easiest way to achieve the requisite disconteatassess your future from an
unattached outside perspective. Ask yourself, what woulditsider say our future looks
like? Project your company’s future revenues and profigmasutside analyst would (we
have even hired outside analysts to do just this). k &ad assess whether the future to
which you are headed inspires you. If you find it uninspiringoetter yet, scary, rejoice,
because you now have the chance design a new one.

Step 3: Aspire

To understand a strategist’s mind, study chess playerstiSisdrave been doing so for
decades because, unlike strategists from the domaing @f wasiness, strategic skill in
chess is measurable. International rankings enable ustitmgdish between good chess
players (e.g., expert players) and truly outstanding @ngs grandmasters), which in
turn allows us to compare in detail their differences.

Such research has shown that good chess players apfireacdame backward. Novices
stare at their pieces and think forward about their motVeir opponents’ countermoves,
and their possible responses. Novices try to move tregepitoward their opponent’s
king with the hope this will position them for a che@tm But the grandmaster does
precisely the opposite. She envisions checkmate andisekward to consider the paths
available for achieving it. The grandmaster, thinking bacyaearly always wins.

Master strategists in other context—business, polities, &tc.—adopt a similar practice.
By envisioning the desired outcome (i.e., “checkmate”)thmking backward about
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possible strategies for its realization, the magtategist can see possibilities others
miss. In other words, great military and business sgfistieseem to envision before they
strategize.

Countless good methods are available for creating visidrey all achieve the same
thing: a simple, compelling, and measurable picture of yosiretboutcome. Your
football team has a clear vision of its desired outc@mare points than the opponent, a
trophy in their hands). Strategizing without a visionke Iplaying football without
keeping score. Agreeing with your team what victory oatwhheckmate” looks like will
begin unlocking creativity.

Defining such an aspiration has a second salutary effesgirves as a comparison to the
future you defined in the “orient” phase, which exposes thebgaveen where you are
headed and where you want to be. This gap further draw®auteam’s creativity.

To define your aspiration, answer the following questions:

1. Disregarding my past performance and where my “oriemtaéigercise suggests
| am heading, where do | want my organization to beearidhg term? What do |
want my company to look like? What do | want to be true® klou define long
term will vary according your company’s industry and ce@tiwe have found,
however, five years to be appropriate in most situationanswering these
guestions, stick to what you can see or imagine; avoid ngnabb@ntangibles.

2. If my company is playing a game, how do we want to keep 3c¢deee you
decide with what measure you will define winning or losinghlétic games may
use points, while business games use revenue, profit, @hstder value, but the
role of score is the same. It tells you whether you ar lost.

3. Having decided how you will keep score (e.g., profit margio), must now
decide what score you are playing for (e.g., 30%). Ask, at@te is consistent
with my realizing my long-term vision?

4. Now begin working backward from the long term to the medierm (e.g., from
five years in the future to three years from now). Asurgelf, what will have to
be true in the near term for me to be confident weyaireg to achieve our long-
term vision? Imagine it is three years from now: yauehcompleted your fiscal
year, and you thinking about the year you had. You suddenlyedhat your
long-term vision is within reach. Indeed, it seems seilid@that you are
considering creating a bigger vision. What is true now tapour company (again
stick to what you can see, avoiding metrics or intaegi¥ This is your near-term
future.

5. Reviewing again the measure you decided on in question thinaé near-term
score is consistent with the near-term future definede®

6. Finally, given your “orientation” exercise, what scigdikely to have in the near-
term with your current strategy? How does it compath the aspiration score
defined in question five above?

This simple exercise takes you through the thought proé¢esmaster strategist. You
jump from the present to the far future to envision “&neate.” You work backward to
the near future to define your middle game. Then you seeewbe@ are currently
headed, based on your current situation and predictajdetowy. It should leave you
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and your team with a clear understanding of the “gap” &etvwvhere you are headed and
where you want to be.

Step 4: Conceive

“When you ask creative people how they did something, they feé guiilty because
they didn't really do it, they just saw something. It seemed obtodhsem after a while.
That's because they were able to connect experiences they’'ve had dedizgniew
things. And the reason they were able to do that was they they’ve haéxpergnces
or they have thought more about their experiences than other people.”

- Steve Jobs

History’s most successful military strategists—Sun Pdaxander the Great, Genghis
Khan, Napoleon Bonaparte, John Boyd, etc.—share org ithtommon: an ability to
see strategic options their opponents ignore. Thigwlsla distinguishing characteristic
of strategists from other domains as well. Steve dedpslarly surprises the market with
new designs (e.g., the iPhone) and new business mode|sTiengs). Michael Jordan’s
conception of previously unknown basketball moves (e.g.;ftde away”) helped him
become one of the greatest basketball players tfredl

Innovative companies are filled with similarly creatstrategists. They have more
options than their competition because they corcefvmore. And since, as Leland
Stanford Sr., the founder of Stanford University, noted, &a mill never construct
anything he cannot conceive,” they can choose strategsthddes to which their
competitors have no access.

How can you conceive of more options? The key, adtok shows, is to use patterns
(e.g., the 36 Stratagems) rather than logic at thisepinathie strategy development
process. By following the steps outlined in Appendix A, yan identify a set of
stratagems and use them to brainstorm strategic options.

Though conceiving of options demands little effort or time,have companies rarely
even try. Few corporate strategy development procasseporate a creative phase.
Spending thirty minutes to an hour brainstorming with the 8&&jems should generate
between fifty and 200 options. In that stack of optimay lie the “silver bullet” that will
take your competition and industry by surprise.
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Step 5: Consider

“Here the success of everything depends on . . . seeing thinggay ahich afterwards
proves to be true, even though it cannot be established at the monient . . .

- Joseph A. Schumpetér

If you have conceived of enough options, you now faceddemnmas. First, you have
too little time to think through all 200 options. Second, tlestnmnovative options will
necessarily seem illogical. If they truly are innov@t these ideas will be inconsistent
with prevailing common logic. The result is that mosinpanies, due to lack of time or
appetite, kill off radical ideas before even considerivent.

This killing off of ideas is subtle. It takes but a snmsHared by the group or a silent
pause in conversation to set the idea aside from consadera

Image if Michael Dell had conceived of his innovatiorséll computers directly to
consumers after he graduated from college instead oifébedlis interest in computers
might have led him to a job at Hewlett-Packard. Had hisvation then occurred to him,
had he mentioned it in a team brainstorming sessiowpldd almost certainly have been
dismissed. His employer, which depended on retailers@md generate significant
profits through more mundane improvements (e.g., logerasts of goods sold or
improving its marketing spend effectiveness) would not hage eunsidered Dell's

idea.

To avoid your company’s tendency to discard ideas theywfedbo “new,” we have
found it helps to assess your ideas across two urgiedateensions: attractiveness and
achievability. Attractiveness is defined by the impactidiea would have on your
business if your ability to achieve the idea were ofmesequence. If you had a magic
wand with which you could achieve every idea you conceived, significant would the
impact of this idea be on your business? Judge each a&@stiveness using a scale of,
say, high, medium, and low.

Then assess the achievability of each idea. Consmetittle it will cost, how quickly it
can be implemented, and to what extent you have {rebdaies or knowledge to do so.
Again judge the achievability of each idea as high (low, @pstkly implemented, and
leverages our capabilities), medium, or low.
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Hi

Med

Low

Low Med Hi

Achievability

This exercise will result in four types of ideas:

1.

2.

“No brainers” — highly attractive and achievable ideas yba should probably
begin acting on immediately.

“Tactics” — unattractive but achievable ideas that arg ®aexecute but that will
not significantly improve your situation. You may wanteixecute these but do
not prioritize them as strategic.

“Wastes of time” — unattractive and difficult-to-achéeieas that are probably
wasting resources. We often find that through this exer@dompanies identify
many initiatives that are time-wasters. Remove tlfrese your agenda to focus
on higher-return efforts.

“Crazy ideas” — these are highly attractive but low achiie ideas. Innovative
companies tend to keep these ideas alive. They continuetsslisuch ideas,
looking for ways to improve their achievability. Mosthgpanies, however, have
no room for such ideas and risk being surprised later, budrdative competitor
finds a way to make the idea work.

By jointly classifying each idea into these four quadrayds and your team have to
consider everydea. You remove completely your company’s tendencyltofkideas
by refusing to consider them.

To complete the process, remove “wastes of time” #amctits” from discussion and
focus your time discussing how you can turn “crazy ide#s’“no brainers.” The magic
is in the “crazy ideas.” These are ideas with truevatige potential.
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Step 6: Choose

“If we want to understand creativity, we need to understand the protetm®ice . . .
How can we enhance creativity by improving the way we select ateihnent new
ideas?”

- Mihaly Csikszentmihalyff

Having generated a large number of options, consideredaheand identified a subset
worthy of more complete analysis, you must now cholesse you will execute. This
requires transitioning from the creative right braith® logical right brain.

Transitioning between the right and left brains candeebmfortable because your
everyday business activities probably demand just one nidbdewght. Your job
demands you either usie logic all day or asks you aatieedy all day. Switching seems
unnatural.

Highly analytical companies (e.g., asset managers, engigefirms) tend to resist
adopting a creative mode and so fail to produce suffictestiegiic options. Highly
creative ones (e.g., advertising agencies, design flend)to similarly resist putting
their ideas to the test of data.

Choosing good ideas, however, requires that you do both. Xeubegn creative. If you
can now be analytical, you will be battling with twadisvhile your competition comes
at you with one.

With the proper analytical approach, you can signifigargdiuce the risk of choosing the
wrong idea as well as the time that analysis requiies. steps will help you rapidly
analyze your ideas:

1. Ask yourself, what would | have to believe to believe tese true?
Write down three to seven things that would have touee tr

2. For each “belief” identified, ask again, what would Vé&o believe to
believe_thiswere true? Write down another two to three thingeémh
belief.

3. ldentify what data would support each of the requiremeletstified

above. If you would have to believe, for example, tlwatryproduct’s

lifespan will be at least fifteen years you might decyou need data

showing that the lifespans of similar products in the pase at least this

long.

Identify from what sources you can gather the requireal dat

As quickly as possible, gather the data and calculatergsuits.

Review your analysis and choose between three optianexecute the

strategy, (b) abandon the strategy, or (c) determine sysattifically you

need to know before you are willing to do either.

o0k

This process should produce a set of strategic prioritieally between three and seven)
that form a holistic advance.
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Step 7: Commit

“Gongs and drums, banners and flags, are means whereby the ears and eydwef the
may be focused on one patrticular point.”

- Sun Tzu

Your strategy is not what you say you will do, it is wiau actually do. You have not
yet created a strategy unless your action on the lirm¥#-how you treat your customers,
from where you source your product, what you sell, throughiwchannels you
distribute, etc.—matches what you intended.

This final step involves aligning roles, measures, incestiand communication. You
must redefine roles to ensure people are taking the actiotie dront line that are
consistent with your new strategy. You then establisétaf measures to judge where
and how well you are succeeding or failing. Then alignnitiges to these roles and
measures. Finally, develop a compelling message and comitiomigkan to ensure that
everyone who needs to know is familiar with and is latyrreminded about your new
strategy.

You have now transformed your strategy. But you are rniadome because the cycle
never ends. You observe your progress, orient yourselh&ther you are winning,
aspire, conceive, consider, choose, and commit agamp@nies that cycle through this
process creatively and quickly are able to consistenttthink and outmaneuver their
competition.

For more information contact Kaihan Krippendorff at
kkrippendorff@strategylearningcenter.com or call 1-866-752-0752.
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