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PREFACE

Sun Tzu’s The Art of War has proved to be a classic work on strategy,
applicable to both military and business situations. While it has been
relatively easy to apply the military concepts to wars, both past and
current, it has proved much more difficult to translate Sun Tzu’s stra-
tegic concepts into successful business strategies. The purpose of this
book is to crystalize the concepts and ideas put forth in The Art of War
into six strategic principles that can be more easily understood and
applied in the world of business. These principles are then illustrated
by business examples, which explicitly describe how the principles can
have a direct impact on the strategies of real companies around the
world.

My interest in writing this book resulted from the combination of
insights I gained working as a business strategist for a major global
corporation, the thoughts I’d compiled from my readings as an amateur
military historian, and my interest in Sun Tzu’s strategic philosophy.
These three forces led me to begin work on Sun Tzu and the Art of
Business five years ago.

It should be of comfort to the reader that, in the process of re-
searching this book, I found more and more evidence of the soundness
of its principles. For example, when I started writing, I began by using
business examples that were still in the process of sorting themselves
out. Many of the companies I followed were involved in situations that
only came to closure as the book neared its final draft. It was very
reassuring that the examples I had chosen of good and bad implemen-
tation of strategy turned out as the principles of Sun Tzu had predicted.
The problems of Kmart, AT&T Global Information Systems, and Philip
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Morris as well as the effectiveness of Southwest Airlines, to name a few,
proved that the principles are extremely useful in predicting business
success or failure and implementing strategy. I believe that if you un-
derstand and use the principles of Sun Tzu and the Art of Business ap-
propriately, you too will see their effectiveness.

Zumbrota, Minnesota M.R.M.
May 1996
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Introduction

Some time around 400 B.C., during a period in China known as the
Age of the Warring States, there arose a general from the state of Ch’i
known as Sun Tzu. His ability to win victories for his warlord gained
him fame and power.

To hand down the wisdom he had gained from his years of battles,
Sun Tzu wrote a book, The Art of War, that became the classic work
on strategy in China. His book, which details a complete philosophy
on how to decisively defeat one’s opponent, has given guidance to
military theorists and generals throughout the ages, both in the East and
the West. The Art of War not only contains Sun Tzu’s insights but also
provides additional elucidation by military commentators who came
after him, such as Li Ch’tian, Tu Mu, and others. In The Art of War,
military readers found an holistic approach to strategy that was powerful
yet succinctly communicated—it is truly a masterpiece on strategy.'

Uses of The Art of War

In China, the first Emperor Qin Shihuang studied The Art of War.
Adhering to its principles, he united China for the first time around
200 B.c.” Twenty-one centuries later, Mao Zedong used Sun Tzu’s
writings to defeat Chiang Kai-shek and the Nationalists in 1949, again
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reuniting China. Sun Tzu also influenced Mao’s writings on guerilla
warfare, which in turn provided the strategy for communist insurgencies
from Southeast Asia to Africa to the Americas.

Japan was introduced to Sun Tzu’s writings around 760 A.D. and
her generals quickly absorbed its lessons. The three most well-known
of her samurai—Oda Nobunaga, Toyotomi Hideyoshi, and Tokugawa
Ieyasu—all mastered The Art of War. This mastery enabled them to
transform Japan from a collection of feudal states into a single nation.

In the West, The Art of War first made its appearance in 1772 in
Europe after being translated into French by a Jesuit missionary. It is
possible that Napoleon read and was influenced by Sun Tzu’s work,
given both his interest in all things military and his culture’s interest in
Chinese literature.’

B. H. Liddell Hart, the British military historian whose theories on
armored warfare led to the development of the German blitzkrieg, was
amazed at the depth of Sun Tzu’s military philosophy and instruction.
He was impressed by how closely Sun Tzu’s ideas mirrored his own
theories of warfare and thought that, had The Art of War been more
widely read and accepted by World War I generals, much of the terrible
slaughter of trench warfare could have been avoided.*

The principles discussed in The Art of War have been used suc-
cessfully in countless battles throughout time. Speed was an essential
factor in the victories of Genghis Khan and his Mongolian horde. Shap-
ing their enemies by the skillful use of alliances allowed the Romans
to expand and maintain their empire. Secrecy and deception were used
in major World War II battles, both by the Japanese in their attack on
Pearl Harbor and by the Allies to mislead the Germans about the exact
location of their invasion of France. The use of intelligence was critical
to American success in the Cuban missile crisis. The Viet Cong lived
by the rule of avoiding strength and attacking weakness, while the Red
Army used this principle to deal Germany’s Sixth Army a devastating
defeat at Stalingrad.

Most recently, Sun Tzu’s principles were put to the test in Desert
Storm. By controlling the air both to follow Iraqi movements and mask
his own troops’ movements, General H. Norman Schwartzkopf fooled
Saddam Hussein as to the location of his attack. Threatening an am-
phibious assault in the east, Schwartzkopf did an end-run on the Iraqi
army in the west, thus winning a stunning victory with extremely low
casualties. Deception, speed, and attacking the enemy’s weakness—all
part of Sun Tzu’s philosophy-—added up to amazing success.’



INTRODUCTION

The Art of War in Business

Today, Sun Tzu’s appeal has extended beyond the military realm into
the world of business. Because business by definition deals with com-
petition, Sun Tzu’s principles are ideally suited to competitive business
situations. In the United States and Europe, The Art of War has been
quoted in numerous books on strategy, organization and competition.
Many of its more striking verses have been the lead-in for countless
business articles. The popular movie Wall Street, a tale of corporate
mergers and hostile takeovers, utilized Sun Tzu’s wisdom in the battle
of wits between Gordon Gekko, the film’s villain, and the young hero
Bud Fox. In the booming world of Asian business, Sun Tzu’s strategic
principles are revered, and have been used by numerous CEOs to lead
their companies to prosperity.® Because business, like warfare, is a con-
test of wills, dynamic and fast-paced, based both on morale and ma-
chines, dealing with the effective and efficient use of scarce resources,
and is both timeless and ever-changing, many businesspeople across the
globe have found value in Sun Tzu’s teachings.

Unfortunately, for the many who would like to gain insight into
Sun Tzu’s strategic philosophy, there is no recourse but to read The Art
of War and attempt to directly apply Sun Tzu’s phrases about military
operations to today’s business problems. That is no simple task. The Art
of War is arranged according to military topics and jumping the chasm
between the realm of ancient warfare to today’s business world is not
easy. Many have tried but found the task too daunting. Therefore,
to offer a more straightforward bridge between today’s business world
and Sun Tzu’s ancient wisdom, I have written Sun Tzu and the Art of
Business.

This book takes the writings of Sun Tzu, organizes them to better
reveal his holistic perspective on competitive strategy, and then applies
them to the world of business in a way that is readable, useful, and
practical. My hope is that people will use the principles in this book to
create strategies that make their own company much more competitive.
This is important to me for two reasons:

First, more creative competition will lead to greater prosperity for
the stakeholders in the company as well as better products and services
at lower prices for consumers. Further, improvement in competitive
strategy will not necessarily mean that one company will take away a
piece of the pie from another. Creative use of strategy will more likely
lead to a larger pie. When Burger King overhauled itself in late 1993,
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it stimulated its competition to improve their products and services.
McDonalds offered more choices, put them together in “value-meals,”
and spiffed up service. Wendy’s launched a marketing blitz that re-
volved around its founder David Thomas.” When Aleve, a new
painkiller from Procter & Gamble, was released into the market, its
advertising campaign and those of its rivals actually boosted overall pain-
reliever sales.”

Indeed, on a global level, it has been shown that when competition
in an industry or country is most demanding and creative, companies
in that market go on to greater successes in other markets. The smarter
the competition in a marketplace, the better the chance for company
survival and prosperity. In essence, creative competition means an im-
proved standard of living.°

Second, by using the principles of Sun Tzu and competing more
creatively, business leaders will be able to avoid the huge casualties of
corporate downsizing caused by dull strategic thinking. Just as the lives
of millions of soldiers in World War I were sacrificed because of lack
of strategic insight on the part of their generals, a similar tragedy has
occurred in corporations during the first world war of global compe-
tition. While some of it was necessary, too much of the corporate
downsizing that has negatively impacted millions of people’s lives is the
result of the mistakes of business leaders who lacked strategic vision. I
believe that the widespread use of the principles in this book by ex-
ecutives and managers will help avoid more corporate casualties in the
future.

Business and the Military Model

In this era of “flat” organizations, teams, and empowerment, some may
question how a treatise on warfare could possibly apply to business
today. Quite a number of articles have postured that the military model
is out of date.

In fact, business strategy first evolved from military strategy. As you
read on, you will see how closely ancient and current military organi-
zations and strategies have successfully implemented what many com-
panies today are only beginning to understand. Ever since the first
Chinese warlord deployed cavalry and infantry in battle together, armies
have been successfully dealing with the problem of cross-functional co-
ordination and teams. Since the time of Xenephon'’s Persian expedition,
military leaders have intelligently dealt with balancing discipline and
control with empowerment and delegation. Since Napoleon’s era,



INTRODUCTION

when coordinating the movement of huge armies led to their arrival at
the exact time and precise place of decision in battle, generals have
been successfully handling large numbers of people working at great
geographic distances from each other. Since the American Civil War,
military officers have worked diligently to implement new technolog-
ical advances brought on by the Industrial Revolution for competitive
advantage.

Articles and books written by marketing gurus Philip Kotler, Al
Ries, and Jack Trout have explained the applicability of military strategy
to business.”” More recent articles such as “New Ideas from the Army
(Really),” bear this out.”™ The success of the book Moving Mountains—
Lessons In Leadership and Logistics from the Gulf War by Lt. General Wil-
liam Pagonis, written after his masterful handling of logistics for the
Persian Gulf War, is another indicator of the robustness of the true
military model.

The Six Principles and the Plan of This Book

To make the transition from Sun Tzu’s The Art of War to Sun Tzu and
the Art of Business, I have extracted what I believe are the most impor-
tant and pertinent strategic principles from Sun Tzu and devoted a
chapter to each.”™ These principles 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
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

Each chapter discusses how these principles apply in the real world
of business, giving examples of companies that have used them effec-
tively.
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The final chapter describes how to go about putting the principles
into practice. It provides a systematic way of creating winning strategies
based on the timeless ideas of Sun Tzu. The book is made complete
by the inclusion of the original translation of The Art of War by Samuel
B. Griffith. Throughout, quotations are referenced in parentheses to
that translation.

Ethics and The Art of War

While there is much that businesses can learn from military strategy and
examples, businesspeople should not follow the philosophy of the de-
struction created by total war. Business must be performed ethically.
Almost four hundred years have passed since the British East India
Company used its own army and navy to capture the markets and
resources of India and Asia, then ruled them with its own civil service.”
The days of imperialist companies setting forth to conquer and exploit
less developed parts of the world are over; the era of the infamous
American robber barons in railroads, steel, and timber is gone. The
proper rules of business conduct and ethics must be followed for busi-
ness and society to function effectively and prosperously. Therefore,
ethical use of the principles put forth here is required.

The Journey

When you come to understand the principles of Sun Tzu and the Art
of Business, how they relate to one another and how to implement them,
you will be well on your way to becoming a master strategist. Let us
now begin the journey by discussing the first principle: how to win
your competitive battles without actually having to fight a war.



1 = Win All Without Fighting
Capturing Your Market Without
Destroying It

® War is a matter of vital importance to the State; the province of
life or death; the road to survival or ruin. It is mandatory that it
be thoroughly studied. (I.1)

In Sun Tzu’s time, warfare and statecraft, not commerce, were the
means by which states grew rich and powerful. Battles and campaigns
were fought, cities were captured, and booty was taken. Alliances were
created and thrown away as circumstances dictated. Warfare and diplo-
macy were constant as states struggled to survive and vied with each
other for territory, growth, and prosperity. War was most definitely “a
matter of vital importance to the State.”

However, as we learned and relearned during the twentieth cen-
tury, warfare can bring with it not booty but burden, not riches but
waste. The two world wars cost millions of dead all over the world,
devastated all of Europe and much of Asia, and left even many victors
weaker and poorer than when the fighting began. Later, during the
four decades of the Cold War, the United States was forced to spend
much of its treasury to stop communism from dominating the world.
In the process, billions of dollars went for armaments all over the globe,
especially by developing countries that could ill afford them. Finally, in
the late 1980s, communism and planned markets were finally uncovered
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as dead ends, the Cold War ended, and a relaxation in military tensions
between the superpowers ensued.

In contrast to decreased military competition, the end of the Cold
War brought economic competition between countries and between
companies to a new and higher pitch. Global competition has become
more fierce, and leaders of nations and leaders of corporations both
understand that now business ““is a matter of vital importance to the
State . . . the road to survival or ruin.”

Like Sun Tzu’s Age of the Warring States, today’s business world
is one of continual conflict between companies as they strive for survival
and success across the globe. Faced with scarce and expensive resources
and an ever-changing environment, competitors seek even the slightest
advantage. Meanwhile, executives and managers attempt to cope with
the overwhelming flood of information coming at them from their
market research and the mass media. Add to that consultants clamoring
for contracts, trying to sell either true strategic insight or the latest
management fad. The result is often not clarity, but confusion; not calm
but consternation. It becomes difficult, if not impossible, to build a
coherent, cohesive strategy.

To overcome this problem, it is essential to gain understanding of
a philosophy that is geared toward competition, survival, and success.
One that is both integrated and holistic—one that has stood the test of
time. The Art of War's principles of strategy are that philosophy.

This chapter discusses the first principle of Sun Tzu’s philosophy
and outlines the others, showing how they are interrelated.

The Goal of Strategy: Win All Without Fighting

Many city-states, countries, and empires have been built by leveraging
their unique history, geography, and assets to control their environ-
ment. Thus, they were able to survive, achieve stability, expand, dom-
inate their neighbors, and ultimately prosper for hundreds of years.

The Roman Empire grew from a small area surrounding Rome to
extend from Britain to the Black Sea to Egypt to Gibralter. It lasted
over five hundred years. The Mongol Empire began with a single no-
madic tribe in central Asia but grew to rule lands from China to India
to Europe. And, of course, the sun never set on the British Empire for
several centuries.

Businesses, like countries, have a unique history and a set of assets.
But how does one judge whether a business has been successful? The
Western view is that a business exists primarily to provide a return on

10
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investment for stockholders. In contrast, the Asian view is that a busi-
ness exists primarily to provide jobs for its employees. Although both
views differ, there is one constant between them: to meet either goal,
a business must survive and prosper. Therefore, successful businesses,
like successful countries, are those that may have started small but ended
up surviving and prospering over a long period .

If the goal of a business is to survive and prosper, then what is the
goal of its strategy? Sun Tzu offers this advice:

® Your aim must be to take All-under-Heaven intact. Thus your
troops are not worn out and your gains will be complete. This
is the art of offensive strategy. (II1.11)

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 mar-
ketplace, 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 enabled them to protect themselves and shape the forces
in their industry in their favor. They achieved relative market domi-
nance.

Market dominance can appear in many forms; technology leader-
ship, brand recognition, or cost leadership are some signs of it. Market
dominance can also be thought of in terms of market share. Companies
with dominant market share in an industry segment or an entire in-
dustry are more able to influence the industry, direct its evolution, and
establish an excellent competitive position. Their powerful position al-
lows them to set the industry’s standards and define the playing field.
Firms that have achieved dominant market share most likely also enjoy
the advantages of higher customer loyalty, larger volumes, better econ-
omies of scale, and strong distribution capabilities. In addition, substan-
tial data and research have shown that market share and profitability go
hand-in-hand in a number of industry environments. Those same ad-
vantages tend to increase revenues and lower unit costs, thus increasing
profitability. If a company can achieve relative market dominance prop-
erly, prosperity will eventually come.’

In the 1970s and 1980s, Japanese companies, with their long-term

11
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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, con-
sumer electronics, or office equipment, the inroads they made in U.S,,
European, and Asian markets were significant. This provided these Jap-
anese 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.

In the United States, GE’s John Welch charged his business units
to be number one or number two in their industry or face being sold
off. Microsoft’s dominance of the software market for personal com-
puter operating systems has enabled it to call the tune that other com-
puter system companies, application software companies, and PC
hardware firms have danced to for the last decade. Microsoft’s CEO
and chief strategist, William H. Gates III, has been able to influence
the industry so effectively that it is difficult for any firm to make a
move without considering how Microsoft will react. Both Microsoft
and GE have experienced prosperity utilizing this strategy; GE, a $60-
billion-dollar company, became America’s most profitable company in
1994 with earnings of $6 billion. Microsoft has also done well; between
1990 and 1994, its sales grew 47% and its profits increased §3% per
year.

One may argue that relative market dominance is not necessary for
survival and prosperity, pointing to small “corporate Switzerlands” as
examples. The country of Switzerland has survived hundreds of years
and prospered; it has done this not by seeking expansion and domi-
nation but by creating a strong defensive position. Switzerland com-
bines a well-trained citizen army with its forbidding terrain, thus
making the costs of attacking it outweigh the benefits of conquering it.
The Swiss also use their neutrality to serve the warring nations of the
globe, playing a key role as a site for negotiations and a go-between
for antagonists. Switzerland utilizes the assets it has been given and a
unique strategy to find a defensible position in the wotld.

Likewise, companies do exist with low market share that have
found defensible positions in their industry along with sustained prof-
itability. They too have done so by understanding their strengths and
weaknesses and using strategy to create a place in which they can sur-
vive and prosper.’

However, these businesses, like Switzerland, exist at the whim of
the dominant players. Like major world powers, at any time market

12



CAPTURING YOUR MARKET WITHOUT DESTROYING IT

leaders may decide that these little “Switzerlands” have served their
purpose in the industry and choose to eliminate them. Although a small
company might cause a lot of problems for a dominant player before
going away, in the end it would be eliminated. Thus, the only true
way to control your firm’s destiny is to drive for relative market dom-
inance. This must be your purpose.

8 The Grand Duke said: **One who is confused in purpose cannot
respond to his enemy.” (II1.23 Meng)

Capturing Your Market Intact

While market share and industry dominance are your end goal, they
should not be pursued blindly.

® Generally in war the best policy is to take a state intact; to ruin
it is inferior to this.
To capture the enemy’s army is better than to destroy it; to take

intact a battalion, a company or a five-man squad is better than
to destroy them. (III.1 and III.2)

The best policy is to take All-under-Heaven ‘“‘intact” for victory
to be complete. In a business context, this means your battles for market
dominance should not destroy the profitability of your industry in the
process.

There are several examples of executives who, thinking that they
are defeating their enemies, end up destroying themselves as well.

Before April 1993, Philip Morris Companies was the owner of what
was arguably the world’s most profitable brand, Marlboro. In 1992, over
124 billion Marlboros had been sold just in the United States and Marl-
boro revenues were bigger than the total revenues of large, well-known
brand companies such as Campbell’s Soup. Profits from the brand
totaled in the billions—big enough so that had Marlboro been its own
company it would have ranked in the top tier of the Fortune 100.

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
Marlboros by 40 cents per pack, or 20%. This strategy was based on a
single market test in Oregon, in which Marlboro was able to get back
four points of share from the discount brands. However, the test was

13
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not carried out long enough to track the responses of competitors, nor
had the Marlboro marketing team thought through how competitors
might react to Philip Morris’ move.

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. This 23% drop in
stock price was the largest one-day decline of a stock in six years and,
for the first time in twenty-five years, Philip Morris was unable to
increase its dividend. In an éffort to return to profitability Philip Morris
announced it would eliminate 14,000 employees (8% of its workforce)
and close forty plants. Finally, faced with no support by the board for
his future plans, the Philip Morris CEO resigned. As you can see, a
strategy based solely on cutting prices to attack competitors is seldom
beneficial.*

The airline industry is another example of rampant price-cutting to
gain market share. Prior to deregulation, airlines found means of com-
peting 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 restructurings. 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 struc-
tures, the other airlines chose to ignore his lead. Instead, they reacted
by cutting their fares even deeper.

Since deregulation, 120 airlines have gone bankrupt, the industry
lost $12 billion between 1989 and 1993, and it laid off 100,000 em-
ployees between 1989 and 1995 while forcing pay cuts on those who
remained. In fact, only one airline was consistently profitable between
1989 and 1993—Southwest Airlines.

Problems in the airline industry caused by price wars hit the airline
manufacturing industry as well. Companies like Boeing took it on the
chin as orders for new aircraft from U.S. carriers dropped from 1,800
in 1989 to 350 in 1993, forcing Boeing to cut thousands of jobs. In
fact, by 1996 the aircraft and parts manufacturing industry had lost over
250,000 jobs, mostly because of problems in the airline industry.

Even customers suffered; although ticket prices fell and many more
people were able to fly than before, most flyers weren’t satisfied with
the industry. The cutbacks in personnel and pay lowered customer ser-

14
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vice and raised tempers of both airline employees and customers. New,
narrower planes introduced to reduce costs featured half the cabin space
of their ancestors, crowding passengers. And the number of older planes
that airlines kept flying far past the time their designers had planned
increased passenger concern about safety.’

Judging by their results, companies in the airline industry in the
1989—199$ timeframe could not claim to meet the standards of either
Western or Eastern measures of success: profits or jobs. As you can see,
it does you no good to “take All-under-Heaven” if there is nothing
left of it when you are done. In strategy, as in life, you make your
decisions, then they make you.

The Art of War states:

B War is a grave matter; one is apprehensive lest men embark upon
it without due reflection.”” (I.1 Li Ch’iian)

The ancient Chinese military sages were cautiously respectful of
war’s awesome power and its ability to lead one to unforeseen circum-
stances. Thus, one should not begin a business “war” lightly. One does
so only after carefully weighing the potential responses of competitors,
forecasting possible outcomes, and understanding the risks and benefits
of acting.

Sun Tzu has more to say on this subject:

® To triumph in battle and be universally acclaimed ‘Expert’ is not
the acme of skill, for to lift an autumn down [hare] requires no
strength; to distinguish between the sun and moon is no test of
vision; to hear the thunderclap is no indication of acute hearing.

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. (IV.9; IIL.3)

Thus, the goal of 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

You may think that this is a ridiculous proposition. With a book titled
The Art of War, why would Sun Tzu say that the epitome of skill is to
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win without fighting? Similarly, isn’t it the role of companies to fight
over market share, and, if so, how can one win the industry without
fighting your competitors? Sun Tzu provides additional insight:

® Do not put a premium on killing.

He who struggles for victory with naked blades is not a good
general.

Battles are dangerous affairs.

Thus, those skilled in war subdue the enemy’s army without
battle. They capture his cities without assaulting them and over-
throw his state without protracted operations.

They conquer by strategy. (III.1 Li Ch’tian; 6 Chia Lin and
Wang Hsi; 10 Sun Tzu and Li Ch’iian)

This point can be illustrated by showing the difference between
two popular games: Go, an Asian favorite, and chess, 2 Western one.

In chess, the object is to destroy the opponent’s pieces in an effort
to “take” his King. In fact, the saying ‘““checkmate” is derived from the
original Persian shah mat, meaning “‘the king is dead.” In the beginning
of the game, the board is full of pieces. However, by the end, chess
resembles a medieval battlefield, with several “dead” pieces strewn
about, one king taken, and the board empty except for the few men
left standing (see Figure 1.1).

Contrast this to the ancient game of Go, which was invented in
China over 4,000 years ago. One wins in Go by capturing and holding
the greatest amount of territory with the smallest investment in pieces
(either black or white stones). While each of the two players can sur-
round an opponent’s stones and capture them, in Go the destruction
of an opponent’s stones is secondary to the object of capturing territory.
In games between masters, very few stones are taken.

Unlike chess, Go begins with the game board empty; the players
then take turns placing their stones to control territory. Players can put
their stones anywhere on the board, balancing the need to acquire ter-
ritory against the possibility of overextension and capture. The best
strategy is to claim the open areas of the board, then, as the board fills,
to attack an opponent’s unsupported pieces. One cannot win by being
satisfied with merely defending a small piece of territory; one must

16



CAPTURING YOUR MARKET WITHOUT DESTROYING IT

FIGURE 1.1 Chess and Go.

defend by attacking, keeping one’s opponent always on the defensive.
Played by masters, the game will end with just enough pieces on the
board to control the greatest amount of territory.®

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.

® Replace the enemy’s flags and banners with your own, mix the
captured chariots with yours, and mount them.
Treat the captives well and care for them.

This is called ‘““winning a battle and becoming stronger.”
(11.18-20)
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One can “win without fighting” in a number of ways. Research
of competitive industries has shown that subtle, indirect, less visible
attacks are much less likely to prompt a competitive response. Obvi-
ously, any successful move that either delays or does not provoke a
competitive response will result in a market share gain by the attacker.

Furthermore, attacks that are radically different from what a de-
fender expects or are difficult for the defender to respond to organi-
zationally will delay or avoid a competitive response. For example,
research showed that even though it was possible for defenders to re-
spond to new-product introductions in as short a time as six months,
the typical response time was eleven months. In fact, some attacks were
not responded to for up to four years!

The reasons for slow responses to unexpected or radically different
attacks are twofold. First, strategic, bureaucratic, and political barriers
exist within companies that delay a response. A defender may find it
difficult to respond because their strategy takes them in a different di-
rection, because the timing does not fit with their budget or planning
cycle, or because internal power blocs are against responding. The other
reason is that the executives of the defending companies go through
denial that the attack will be successful, and spend time finding evidence
to support their view instead of building an effective response.

In contrast, high-profile attacks, attacks perceived as significant
threats (such as one directed at a defender’s most important markets),
and attacks that the defender believes can be responded to successfully
for gain are almost certain to elicit an aggressive competitive response.
In addition, it was found that price actions were especially provocative,
with defenders more likely to respond to a price attack than any other
type. Price attacks tended to be countered more quickly and directly
than any other type.”

Clearly, if you hope to win all without fighting, you must utilize
strategy and tactics that enable you to gain share prosperously, without
destroying your industry.

In sum, 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
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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
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

FIGURE 1.2 Principles of Sun Tzu and the Art of Business.

healthy industry instead of just surviving in a sick one. How to do so
but still capture your market is explained in Sun Tzu’s other principles.

Sun Tzu’s Remaining Principles

The remainder of this book explains the other five principles of The
Art Of Business, with a chapter devoted to each one. As you will see,
each principle builds on and is supported by the others.

The second principle is an important tenet of this philosophy: avoid
strength, attack weakness (see Figure 1.2).

® Now an army may be likened to water, for just as flowing water
avoids the heights and hastens to the lowlands, so an army avoids
strength and strikes weakness. (VI.27)

Although many companies prefer to attack each other head-on, this
approach is very costly. Battles of attrition can last for months and even
years, leaving both sides in a weakened state. Instead, using the method
of avoiding strength and attacking weakness maximizes your gains while
minimizing the use of your resources. This, by definition, increases
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profits. This principle is discussed in detail in Chapter 2, Avoid
Strength, Attack Weakness: Striking Where They Least Expect It.

To find and exploit your competitor’s weakness requires a deep
understanding of their executives’ strategy, capabilities, thoughts, and
desires and a similar depth of knowledge of your own strengths and
weaknesses. It is critical that you study the mind of your competition’s
managers and understand how they will react to your moves. It is also
important to understand the overall competitive and industry trends in
order to have a feel for the “terrain” on which you will do battle.

B Therefore I say, ‘“Know the enemy and know yourself; in a hun-
dred battles you will never be in peril.” (II1.31)

It also demands a corresponding masking of your plans.
# All warfare is based on deception. (1.17)

Chapter 3, Deception and Foreknowledge: Maximizing the Power
of Market Information, sheds light on these topics.

To fully utilize deception and foreknowledge effectively, you must
be able to act with blinding speed.

m Speed is the essence of war. Take advantage of the enemy’s un-
preparedness; travel by unexpected routes and strike him where
he has taken no precautions. (XI.29)

To move with such speed does not mean you do things hastily. In
reality, speed requires much preparation. Reducing the time it takes
your company to make decisions, develop products, manufacture them,
or service customers is crucial. To think through and understand pos-
sible competitive reaction to your moves also is essential.

® To rely on rustics and not prepare is the greatest of crimes; to
be prepared beforehand for any contingency is the greatest of
virtues. (111.28 Ho Yen-hsi)

Chapter 4, Speed and Preparation: Moving Swiftly To Overcome
Your Competitors, expands on these topics.

Putting all these factors into play successfully does not occur nat-
urally. You must be able to “‘shape’ your competition.
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¥ Therefore those skilled in war bring the enemy to the field of
battle and are not brought there by him. (VL.2)

Shaping your competitor means changing the rules of the contest
and making the competition conform to your desires and your actions.
It means taking control of the situation away from your competition
and putting it into your own hands. One way of shaping the compe-
tition is by the skillful use of alliances. By building a strong web of
alliances, the moves of your competitor can be limited. Also, by elim-
inating its alliances, you can weaken your competition.

¥ Look into the matter of his alliances and cause them to be sev-
ered and dissolved. If an enemy has alliances, the problem
is grave and the enemy’s position strong; if he has no alliances
the problem is minor and the enemy’s position weak.” (IIL.5
Wang Hsi)

By keeping your plans and strategy closely held and using tactics
to deceive your competitors about your true intentions, you can con-
tinue to shape the competition by employing direct and indirect ap-
proaches.

® He who knows the art of the direct [Cheng] and the indirect
[Ch’i] approach will be victorious. (VII.16)

A direct attack is one that occurs in an expected place at an ex-
pected time. An indirect assault is one that comes as a surprise, both in
location and timing. By combining direct attacks on your competitor
to fix their executives’ attention and deceive them, you can then use
indirect attacks to win complete victory.

By utilizing the indirect and direct approaches and skillfully crafting
alliances you can put your competitor on the defensive and make it
more vulnerable to your attacks. Chapter 5, Shape Your Opponent:
Employing Strategy To Master the Competition, will tell you more
about this subject.

To achieve everything we have discussed takes a special kind of
leader—one who can see the correct course of action and take it im-~
mediately, who can relate to all stakeholders and gain commitment,
who can empower employees to carry out the company’s strategic in-
tent, and who can use all personnel wisely. The attributes of this type
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of leader are discussed in detail in Chapter 6, Character-based Leader-
ship: Providing Effective Leadership in Turbulent Times.

One more point must be made before we continue. Successful strat-
egies are ones that are integrated and synergistic. An excellent definition
of strategy is a set of “integrated actions in pursuit of competitive ad-
vantage.”® Sun Tzu’s approach is exactly that. Holistic, integrated, and
synergistic, with each principle interlocked with the others to form a
sum greater than its parts. Think of them as the cords in a very strong
rope; separate from one another they may be strong, but woven to-

gether they become unbreakable.

Summary

Your goal is relative market dominance, which is necessary for long-
term survival and prosperity. One must achieve this dominance not by
destroying your industry but in a manner that leaves the industry intact.
To do so requires you to seck and strike your competitor’s weaknesses
by shaping the mindsets of its executives and making them conform to
your wishes. To shape effectively, you must use your knowledge of the
industry, your competition, and your own company. This allows you
to launch direct attacks to fix your competitor’s attention and then use
deception and the indirect approach to close the battle. Speed and prep-
aration, combined with excellent leadership, make this possible.

® Anciently, those called skilled in war conquered an enemy easily
conquered.

For he wins his victories without erring. ‘“Without erring”
means that whatever he does insures his victory; he conquers an
enemy already defeated.

Therefore the skillful commander takes up a position in which
he cannot be defeated and misses no opportunity to master his
enemy.

Thus a victorious army wins its victories before seeking battle;
an army destined to defeat fights in the hope of win-
ning. (IV.10, 12-14)

You have now taken the first step toward becoming a master strat-
egist. Let us continue the journey by discussing the second principle:
Avoid Strength and Attack Weakness.
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2 = Avoid Strength, Attack Weakness
Striking Where They Least
Expect It

® Now an army may be likened to water, for just as flowing water
avoids the heights and hastens to the lowlands, so an army avoids
strength and strikes weakness. (VI1.27)

On February 24, 1991, the 1st and 2nd Divisions of the U.S. Marine
Corps launched their assault headlong into the Iragi units blocking their
way to Kuwait City. The attack landed exactly where Saddam Hussein
expected it; along the most direct route the Americans could take to
liberate Kuwait. It was there that the Iraqi dictator had positioned the
majority of his million-man army.

But it was two hundred miles to the west that the real strike force
of Desert Storm was located. One day after the Marines had fixed the
attention of the Iraqis, a tempest of artillery fire announced the attack
of the Coalition Army’s Eighteenth Airborne Corps and Seventh Corps.
Making easy work of the defenses in front of them, these two units
performed an end run around the strongest part of Hussein’s line (see
Figure 2.1). Although outnumbered, by concentrating its strength
against its opponent’s weakness, the Coalition Army bagged thousands
of prisoners, tons of military hardware, and brought Iraq to the peace
table—all in one hundred hours.’
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FIGURE 2.1 Operation Desert Storm—ground war attacks.

Avoid Strength

Avoid strength, strike weakness. This idea is central to Sun Tzu’s phi-
losophy and the remaining principles flow from it. This principle en-
abled General Schwartzkopf’s forces in the Gulf War to defeat the Iraqis
in four days while suffering almost no casualties.

In the business world, if “win all without fighting” is the goal of
your strategy, then “avoid strength/attack weakness” is the key to
achieving that goal. By focusing your company’s resources against your
competitor’s critical weak point, you achieve success.

The reasoning behind this principle is simple; attacking your com-
petitor’s weak points is a much more effective and efficient use of your
resources than attacking its strength. Attacking weakness leverages your
company’s limited resources; attacking strength wastes resources. At-
tacking weakness shortens the road to victory; attacking strength makes
it longer. Attacking weakness increases the value of your victory; at-
tacking strength throws it away. In sum, avoiding strength and attacking
weakness achieves the maximum return for the least expenditure of
resources in the shortest possible time, thereby maximizing profits.

Unfortunately, pitting strength against strength is often the pre-
ferred method of competition among many Western companies. This
is because the direct approach is strongly embedded in the Western
mind. It makes its appearance in our legends, our sports, and, at times,
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our military adventures. It’s two knights alone in armed combat, riding
their chargers toward each other at high speed with the sole purpose
of driving a lance through the opponent’s heart. It’s the stand-up shoot-
out at OK Corral, the ‘“hand-off-to-the-fullback, run-it-up-the-
middle” mentality, the “fight-fire-with-fire”” approach. It’s the frontal
attack philosophy; impatient, unsubtle, and heads-down.

Let me give you a business example. 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 prod-
ucts to be more competitive. To offset the lower prices on other items,
Kmart began pushing more apparel, which carries higher margins. Five
years later, the expensive direct attack strategy was proven unsuccessful.
In the first three years of implementation, Kmart’s new store sales per
square foot fell from $167 to $141. 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.”

In early 1995, the board of Kmart forced the resignation of its CEO.
The cost of the CEO’s direct attack on Wal-Mart’s strength included
a drop in Kmart’s market share from 35% to 23%, falling or negative
profits, and flat stock performance. Meanwhile, Wal-Mart’s market
share doubled to 40%, profits soared, and its stock quadrupled.”

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 an all-out price war they’ll
go broke §% before we will.”

m If the general is unable to control his impatience and orders his
troops to swarm up the wall like ants, one-third of them will be
killed without taking the city. Such is the calamity of these at-
tacks. (IIL.9)

Because strength-on-strength attacks are so direct, they can often
become personal. Although he denies making the comment, Kmart’s
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former CEO is said to have referred to Wal~- Mart executives as “‘those
snake oil salesmen.” As wills and egos become involved, these debili-
tating battles last even longer than they should have.’

m The Emperor T’ai Wu led one hundred thousand troops to at-
tack the Sung general Tsang Chih at Yu T’ai. The Emperor first
asked Tsang Chih for some wine [as was customary before bat-
tle]. Tsang Chih sealed up a pot full of urine and sent it to him.
T’ai Wu was transported with rage and immediately attacked
the city, ordering his troops to scale the walls and engage in close
combat. Corpses piled up to the top of the walls and after thirty
days of this the dead exceeded half his force. (I11.9 Tu Mu)

This tendency toward direct, head-to-head competition results not
only from our culture. It also comes from a line of reasoning that is
misguided yet dangerously appealing. The thought process is this: If our
competitor has been successful by being the lowest-cost provider or by
increasing spending on research and development or marketing, than
we could be too. We only need to imitate the best practices of our
competitors and we can become the market leader. A variation on this
theme is: If they can produce a good candy bar (camera, car, etc.), then
we can too. This strategy of competitive imitation leads many execu-
tives to attack strong competitors at their strongest point.

A company that followed this logic was AT&T, with its foray into
the computer market. In the 1980s, as the communications and com-
puter industries became more entwined, AT&T grew enamored with
attacking IBM, DEC, Hewlett-Packard, and others with its own com-
puter line. With a large treasury, the technology jewel of Bell 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 still was not successful. In 1994, AT&T dropped the NCR. brand
name and replaced it with AT&T Global Information Systems (GIS),
hoping a third shot would finally be rewarded. In late 1995, AT&T
finally gave up. After losing $3 billion since the merger, AT&T took a
$1.5-billion write-off, laid off 8,500 more employees, and spun off GIS
(which again became NCR). 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.*
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® In war, numbers alone confer no advantage. Do not advance
relying on sheer military power.

Although. . . . the troops of Yueh [are] many, of what benefit is
this superiority in respect to the outcome? (IX.45; VI.18)

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 your competitor. In practice, this means that your
company must not only have resources sufficient to overcome the com-
petitor but also the will to expend them until your competitor capit-
ulates. Often, an opponent stubbornly refuses to do so.

From an historical perspective, the most obvious and searing ex-
ample of an attrition strategy not working was the United States’ in-
volvement in Viet Nam. The plan was to outlast the enemy and defeat
him by expending whatever resources were required. It was thought
to be an unbeatable strategy since the United States had several times
the resources of North Viet Nam. However, U.S. leaders drastically
underestimated the ability of the communists to leverage their limited
resources so effectively. They also dramatically misunderstood that the
communists’ strength was their ability to prolong the fighting by uti-
lizing guerilla warfare. As time went on, the American effort in Viet
Nam became a bottomless pit that consumed its resources at an ever-
increasing rate and distracted the United States from dealing with dra-
matic changes at home and abroad. Finally, elections brought new
leadership to run the U.S. government, which then changed the strat-
egy to end American involvement. In the end, it was the United States
that was outlasted.

@ Now when an army of one hundred thousand is raised and dis-
patched on a distant campaign the expenses borne by the people
together with the disbursements of the treasury will amount to
a thousand pieces of gold daily. There will be continuous com-
motion both at home and abroad, people will be exhausted by
the requirements of transport, and the affairs of seven hundred
thousand households will be disrupted. (XIII.1)

Regardless of whether the arena is business or war, the end result
of an attrition strategy, of matching strength against strength, is failure.
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Precious resources are expended for little or no gain. In business, es-
tablished products end up being withdrawn or left to languish, custom-
ers who bought from you are unsatisfied, new products that could have
created new markets are without funding, and the company’s coffers
are drained. While in the short term each failure may appear as only a
small setback, repeated instances of attempting this strategy debilitate a
company and allow competitors to grab market share.

That is what happened to Xerox several years ago as they expended
resources trying to beat established competitors in the computer, office
duplicator, and word processor markets. With its famous Palo Alto Re-
search Center (PARC) providing promising potential products and a
treasure chest filled with revenues from its very profitable high-end
copier business, Xerox attempted to expand into other businesses by
attacking companies like IBM at their strongest point.

They were stymied at every turn. In the process, they missed an
opportunity to move into the low-end copier business. Meanwhile,
Canon Co. viewed the marketplace and saw Xerox’s vulnerability in
the low-end segment. Moving swiftly, Canon created products to serve
that segment, thus taking away huge market share from Xerox and
making inroads into Xerox accounts at the department level. Many of
the researchers from PARC left Xerox to enjoy huge personal success
in the budding personal computer market, including several who helped
Apple Computer create that industry. Imagine where Xerox would be
now if they had created the personal computer market in addition to
owning the high- and low-end copier business!

Although Xerox has since made a comeback, because it chose to
attack strength instead of weakness, it lost both the opportunity for
higher revenues in its original market segment and potential opportu-
nities for growth in new segments or markets.’

Even if you have several times the resources of your competitor
and a very strong will, your probability of winning the battle is still low
if you attack your competitor’s strength. Thus, the end result is not
creative competition but destructive competition, for even if you do
“win,” what does winning mean in this type of situation? You may
have “defeated” your competitor, but paid a high cost in resources.
You may have lost sight of other opportunities by being distracted by
this all-consuming contest. Even if you are now aware of other op-
portunities, the resources may no longer exist to pursue them. Perhaps
this is why one of the names for the frontal attack concept is the heads-
down approach. When your head is down, it really is impossible to see
what is happening around you.

28



STRIKING WHERE THEY LEAST EXPECT IT

® Victory is the main object in war. If this is long delayed, weapons
are blunted and morale depressed.

For there has never been a protracted war from which a country
has benefited. (1.3, 7)

Attack Weakness

So how can you as a strategist be successful? How can you master this
principle?

# The nature of water is that it avoids heights and hastens to the
lowlands. When a dam is broken, the water cascades with irre-
sistible force. Now the shape of an army resembles water. Take
advantage of the enemy’s unpreparedness; attack him when he
does not expect it; avoid his strength and strike his emptiness,
and like water, none can oppose you. (IV.20 Chang Yii)

Do not be misled into thinking that using this principle is unfair
or somehow unsporting. You do not need to prove yourself by taking
competitors head-on. Recall that even a lion doesn’t go after the fastest
antelope in the herd; instead he runs down the slowest.

® Create an invincible army and await the enemy’s moment of
vulnerability. (II1.28 Ch’én Hao)

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 weaknesses.

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 at-
tacking 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 link.

If your company is a major player in a market with a few large
companies and many small ones, another method may prove successful.
Do not attack the other large companies to try and take market share
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from them. Instead, attack the weaker players one at a time. You then
surround the major players with new customers and gain greater market
share without confronting them directly.

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.

There are other ways to apply your strengths against an competitor’s
weakness.

# That you may march a thousand li without wearying yourself is
because you travel where there is no enemy.

Go into emptiness, strike voids, bypass what he defends, hit him
where he does not expect you. (VI.6 Sun Tzu and Ts’ao Ts’ao)

Your company too can “go into emptiness, strike voids, and bypass
what he defends” by creating new products, attacking niches in the
market, or entering new geographic markets.

CNN, ESPN, and MTYV chose the first two strategies by using the
latest technology to create new products targeted at specific niches.
While the major networks fought to gain a few points of market share
from each other with similar sitcoms and soap operas, the new com-
petitors avoided the strengths of these major players and struck their
“emptiness.” With CNN targeting the unfulfilled needs of TV-news
addicts, ESPN supplying sports around the clock to fanatic fans, and
MTV routing rock and roll into the homes of teens, and all three
leveraging cable TV as a means of entry, they helped change the face
of the entertainment industry forever. Going “into emptiness,” CNN,
ESPN, and MTYV avoided their larger competitors, marching around
them to hit them where they “least expected it.”

B Troops thrown against the enemy as a grindstone against eggs is
an example of a solid acting upon a void.

Use the most solid to attack the most empty. (V.4 Sun Tzu
and Ts’ao Ts’ao)

30



STRIKING WHERE THEY LEAST EXPECT IT

GE has chosen a similar approach by investing heavily in emerging
geographic markets. The end of the Cold War and the shift to capi-
talism around the world opened up new opportunities for companies
in developing or redeveloping countries. Billions of dollars of capital
are flowing there daily as smart players move to entrench themselves
in these markets before their competition. GE has made it a priority to
deploy resources to China, India, and Mexico. They want to be well
positioned in the appliance, jet engine, plastics, and medical and power
systems markets early on.

& To be certain to take what you attack is to attack a place the
enemy does not protect. To be certain to hold what you defend
is to defend a place the enemy does not attack. (VL.7)

GE’s CEO John Welch believes that investments in these growing
but yet untapped markets could very well decide the company’s fate.
Therefore, it is important to him that GE be well established in those
markets before the competition arrives. Assuming GE executes its strat-
egy correctly, when their competitors finally decide to move to these
emerging markets they will find GE already dug in and ready to fight.’

® Close to the field of battle, they await an enemy coming from
afar; at rest, an exhausted enemy; with well-fed troops, hungry
ones. (VIL.24)

Additionally, this preemptive move can be done without much risk
on GE’s part. Welch explains that if the plan “is wrong, it’s a billion
dollars, a couple of billion dollars. If it’s right, it’s the future of the next
century for this company.”

B Thus one need use but little strength to achieve much. (V.25
Tu Mu)

As these examples show, there is an advantage to being the ““first
mover” to launch a preemptive attack to gain competitive advantage.

Interestingly, in the Asian game of Go, the advantage of first mover
is acknowledged and accounted for. The game can be made even either
by allowing the weaker player to move first or awarding the player
who moves second additional points.

As mentioned earlier, your company could launch a preemptive
attack at many places along the value chain: getting new customers via
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* Supply Systems
Secure access to raw materials or components
Preempt production equipment
Dominate supply logistics

« Product
Introduce new product lines
Develop the dominant design
Positioning
Secure accelerated approval from agencies
Secure product development and delivery skills
Expand the scope of the product
* Production Systems
Proprietary processes
Aggressive capacity expansion
Vertical integration with key suppliers
Secure scarce and critical production skills
« Customers
Segmentation
Build early brand awareness
Train customers In usage skills
Capture key accounts
« Distrlbution and Service Systems
Occupation of prime locations
Preferential access to key distributors
Dominance of distribution logistics
Access to superior service capabilities
Development of distributor skills

FIGURE 2.2 Sources of preemptive opportunities.

a unique segmentation (2 la CNN, MTV and ESPN), occupying prime
retail locations, introducing proprietary production processes, wrapping
your product in value-added services, or securing sole access to raw
materials or components. Figure 2.2 contains a more complete list of
areas in the value chain that are sources of preemptive opportunities.”

Apple was successful in launching a preemptive move by moving
quickly into primary, secondary, and college classrooms before any of
the other personal computer vendors could get there. In the process,
they created a very loyal customer base.

32



STRIKING WHERE THEY LEAST EXPECT IT

Military Example Business Example
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Competitor’s Value Chain

FIGURE 2.3 Attacking boundary points.

Hewlett-Packard’s philosophy to remain ahead of the competition
in printers is to carry out preemptive moves to make its own products
obsolete. Offering improved products with new features that replace
still-successful products allows Hewlett-Packard to continually seize the
high ground even as the technology terrain causes it to shift. Hewlett-
Packard CEO Lewis Platt states, “We’ve developed a philosophy of
killing off our own products with new technology. Better that we do
it than somebody else.” It is much better to have a “growing out of
business” strategy than a “going out of business” one.’

Attacking Weaknesses at Boundary Points

Another place weaknesses occur is at the boundaries between organi-
zations. In war, these boundaries occur where two unit’s areas of re-
sponsibility meet (see Figure 2.3).

In these boundary areas, responsibility for coverage may be unclear,
coordination is difficult, gaps may appear, and weaknesses develop. It
is often possible for a good commander to find these boundary areas
and launch an attack that forces the two units to separate in an effort
to protect themselves. This just makes the gap even wider, and allows
the wily attacker to defeat each unit separately.

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 bound-
aries of your competitor. These boundaries could occur in your com-
petitor’s value chain, such as the boundary between development and
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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 partners. They can also be mental bound-
aries, 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.

Attacking Psychological Weaknesses

For your attacks to be successful, they do not necessarily have to be
physical. They can also be psychological, directed at and focused on the
mind of your competitor.

® The supreme excellence in war is to attack the enemy’s plans.
Next best is to disrupt his alliances.
The next best is to attack his army.
The worst policy is to attack cities.
Anger his general and confuse him.

Keep him under strain and wear him down. (III.4 Li Ch’iian,
111.5-7; 1.22, 24)

The tactic of attacking your competitor’s strategy and plans is per-
haps 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 prod-
uct strategy. They attempt to show how their products will continue
to be advanced and stay vital over the coming years. To gain an ad-
vantage, one competitor will attack another’s strategy by casting doubts
on its technical viability, thus worrying the other’s customers and caus-
ing 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 custom-
ers 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
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effective technique if properly executed. That is why Sun Tzu is ada-
mant that “the supreme excellence in war is to attack an enemy’s
plans.”

Selecting and Concentrating Your Attack: The Schwerpunkt

As you can see, it does not take great resources to apply the principle
of “avoid strength, attack weakness.” As pointed out eatlier, great re-
sources may even be a hindrance to creative strategy. What is critical,
especially if you have limited resources, is that you apply the right
amount of resources at just the right spot. Then, with a little push, the
avalanche is released.

B Therefore when using troops, one must take advantage of the
situation exactly as if he were setting a ball in motion on a steep
slope. The force applied is minute, but the results are enormous.
(V.25 Chang Y1)

The German Army of World War II called this point of attack the
schwerpunkt. It means “the center of gravity” and is the place where
one concentrates one’s resources to achieve the most impact. You must
determine this point of weakness in your competitor and mass your
power accordingly. For example, in the Gulf War the F-117A “‘Stealth”
bomber constituted less than 3% of U.S. air power. However, the
United States leveraged this secret weapon’s tremendous strength of
radar invisibility to carry out 31% of all air attacks on the first day of
the air campaign.®

I have pointed out many potential places of attack; you must decide
which weakness would be the most effective to attack. This is done by
balancing the vulnerability of a weakness to your attack against the
damage that would occur to your competitor by attacking that weak-
ness. Obviously, the best weakness to attack would be one that not
only is extremely vulnerable but, if attacked successfully, would be es-
pecially damaging to your competition.

This weak point is precisely where your schwerpunkt must be. You
must concentrate your efforts physically in time and space here; all other
efforts must be secondary. Again, the Gulf War provides an excellent
example. The main strike force of Desert Storm was the Seventh Corps,
which had the mission of sweeping around the Iraqi right flank and
destroying the Republican Guard divisions. This Corps contained 1,300
high-tech Abrams and Challenger tanks, the largest amount of armor
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ever assembled in a corps in the history of warfare. This powerful force
was concentrated at the most vulnerable point of the Iraqi line, and it
proved also to be the point where the Coalition Army could inflict the
most damage."

Southwest Airlines, the unconventional, low-cost airline, serves as
an excellent business example of concentrating resources at the point
of attack. When opening a route at a new airport, Southwest does not
start out tentatively. Instead, before the route is open, they pepper the
new locale with publicity stunts, targeted advertising, and special pro-
motions—all building demand. When the route opens, waves of South~
west flights are made available to satisfy this pent-up demand, thus
achieving concentrated mass at the critical time and place. These meth-
ods allow Southwest to set records for advance bookings and flights per
gate, driving its revenue and profits up and its competitors out."

At this point, you may be thinking that Sun Tzu’s philosophy
means that one should not make the effort to improve those parts of
your own organization that are weak or failing. This is not the case.
Competition is a relative concept. Therefore, if your manufacturing
plants are obsolete, they must be upgraded. If your service employees
lack training, ensure that they get it; resources should be expended to
bring them up to par. However, the majority of your resources must
be concentrated to build strength that can be used against your com-
petitor’s weak point. Only in that fashion can they be used most effec-
tively. To parcel out resources in an attempt to make every function
in your organization “world class” is wasteful. No company in the
world has the resources to do that. Remember, to be strong everywhere
is to be strong nowhere.

Going on the Defensive To Prepare To Attack

You may need to bide your time before concentrating your forces and
launching an attack on your competitor. You may need time to pre-
pare, to solidify your position in your current market segments, to build
up your reserves. This is as it should be. However, remember that your
company cannot grow merely by defending its customers. It must move
to the attack to gain market share and profits.

& Invincibility lies in the defense; the possibility of victory in the
attack.
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One defends when his strength is inadequate: he attacks when
it is abundant. (IV.5-6)

Final Considerations

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 mar-
ket 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.

® They do not engage an enemy advancing with well-ordered ban-
ners nor one whose formations are in impressive array. ...
Therefore, the art of employing troops is that when the enemy
occupies high ground, do not confront him; with his back resting
on hills, do not oppose him. (VII.25-26)

You must wait until you can find a weakness and attack then.

® If your troops do not equal his, temporarily avoid his initial on-
rush. Probably later you can take advantage of a soft spot. Then
rouse yourself and seek victory with determined spirit. (II1.16
Tu Mu)

You must recognize that not only might this not be the appropriate
time to attack, it may not even be the appropriate place.

& A road, although it may be the shortest, is not to be followed if
one knows it is dangerous and there is the contingency of am-
bush.

An army, although it may be attacked, is not to be attacked if it
is in desperate circumstances and there is the possibility that the
enemy will fight to the death.
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A city, although isolated and susceptible to attack, is not to be
attacked if there is the probability that it is well stocked with
provisions, defended by crack troops under command of a wise
general, that its ministers are loyal and their plans unfathomable.

Ground, although it may be contested, is not to be fought for if
one knows that after getting it, it will be difficult to defend, or
that he gains no advantage by obtaining it, but will probably be
counter-attacked and suffer casualties. (VIIL.11 Chia Lin)

Given the great risks of entering battle, you must carefully weigh
the potential gains against the chance of loss. Do so without emotion
but with deep thought. Remember, the wise strategist will not attack
unless victory is ensured.

B Thus a victorious army is as a hundredweight balanced against a
grain; a defeated army as a grain balanced against a hundred-
weight. (IV.19)

Summary

A crucial tenet of Sun Tzu’s philosophy that will enable you to ‘“Win
All-under-Heaven” is to avoid strength and strike weakness.

Unfortunately, too often managers get locked into doing the “‘safe”
strategy. They “solve” strategic problems by imitating their competitors
and attacking them at their strongest points, as Kmart and AT&T did.
By using the obvious solution (what the competition is doing), no one
can blame them if it goes wrong.

However, the reality is that for complex problems, such as those
found in competitive strategy, the most obvious answer may not be the
right one. Although competitive imitation may be the highest form of
flattery, it is the lowest form of strategy. To be successful, you must
not follow strategies that your top competitor is pursuing; if you try to
be someone else, the best you can be is second best. Instead, you must
find your own differentiated strategy.

The situation you as a strategist must create is the application of
your strength against the competitor’s weak point. This principle max-
imizes the return on your investment, conserves resources, and avoids
long and costly wars of attrition. It forces one to constantly look for
new openings to exploit and demands creativity. It is perhaps a more
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Eastern and certainly more subtle approach than the frontal attack, but
it is both more efficient and effective.

It can be accomplished in several ways. You can attack weak links
in your competitor’s value chain. You can choose to attack the weaker
competitors in your marketplace rather than the strong ones. Or you
can avoid your competitors all together by creating new markets or
being an early entrant into emerging geographic ones. The key to your
success will be knowing where the weaknesses are and when to release
the attack. Attacking only when you have found the right weakness
will dramatically improve your chances for victory.

8 When he concentrates, prepare against him: where he is strong,
avoid him. (1.21)

To find those weaknesses and keep your competitor from discov-
ering yours is the subject of the next chapter.
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3 = Deception and Foreknowledge
Maximizing the Power of
Market Information

8 Now the reason the enlightened prince and the wise general
conquer the enemy whenever they move and their achievements
surpass those of ordinary men is foreknowledge. (XII1.3)

As Sun Tzu states, to defeat the competition and achieve your goals,
you must have “foreknowledge.” Sun Tzu then explains exactly what
foreknowledge is.

B What is called “foreknowledge”’ cannot be elicited from spirits,
nor from gods, nor by analogy with past events, nor from cal-
culations. It must be obtained from men who know the enemy
situation. (XII1.4)

Foreknowledge is not projecting the future based on the past; it is
not simple trend analysis. Foreknowledge is firsthand insight and a deep
understanding of what your competitor is about: its strengths, its weak~
nesses, its plans, its people.

B Generally in the case of armies you wish to strike, cities you wish
to attack, and people you wish to assassinate, you must know
the names of the garrison commander, the staff officrs, the ush-
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ers, the gatekeepers, and the bodyguards. You must instruct your
agents to inquire into these matters in minute detail. (XIII.16)

Obviously, no matter how much you would like to defeat your
competitors, you are not going to assassinate their executives! However,
Sun Tzu’s point is still well taken. To understand and defeat your com-
petition, 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.

Because of lack of funding, lack of interest or lack of skills, the
competitive analysis arm of a company will often do only a skin-deep
review of the competition. Another reason some firms may not perform
a good job of competitive analysis is that they feel it is somehow unfair
or unethical. They concur with Henry L. Stimson, the Secretary of
State who closed down his codebreaking department, that “gentlemen
do not read other gentlemen’s mail.” Indeed, corporate espionage has
occurred on a large scale. In the 1970s and 1980s, the government of
France recruited “moles” inside high-tech U.S. companies such as IBM
and Texas Instruments. These employees would steal leading-edge tech-
nology secrets and pass them to French agents. The latter, it has been
suggested, passed them on to French companies.” However, as you will
see, all the competitor data you require can be obtained from public
sources. No intrigue is required.

Whatever the reason for the lack of good competitive data, it is
essential to have it. One might be able to satisfy management by show-
ing them a few facts about the competition, allowing your executives
to pretend to fashion effective strategies and 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.

® One ignorant of the plans of neighboring states cannot prepare
alliances in good time; if ignorant of the conditions of mountains,
forests, dangerous defiles, swamps and marshes he cannot con-
duct the march of an army; if he fails to make use of native guides
he cannot gain the advantages of the ground. A general ignorant
of even one of these three matters is unfit to command the armies
of a Hegemonic King. (XI.51)

On November 21, 1970, American special forces troops attacked a
POW camp in North Viet Nam with the mission of freeing U.S. pris-
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oners. After weeks of preparation, the raid on Sontay went like clock-
work; total time on the ground was only twenty-six minutes. The
guards were quickly dispatched and the only casualty in the strike force
was a badly sprained ankle. Quite a success. However, there was just
one problem—the prisoners had been moved out of the camp weeks
before. A lack of intelligence preempted what could have been a major
coup for the American forces in Viet Nam and instead led to failure.”

Companies make the same mistake. They attack markets they know
little about. They take on new competitors 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, occa-
sionally 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

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.”

As a starting point, you must begin with the basics, the facts. What
are your competitor’s financial results, how many employees does it
have, what products does it have, and in which markets? Determine
your competitor’s manufacturing costs by buying and dissecting its
products. These are the facts—they provide the basis for your analysis.
However, realize that, by themselves, even they are insufficient.

You must go deeper. You must build on the facts with information
that tells you what your competitor’s strategy is. This information can
be obtained from the company itself, such as its annual and quarterly
reports, its advertising, and announcements. Trade journals and business
press are another means for gathering information. 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 an action? Did they sched-
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ule an announcement? Did they make certain investments? Did they
hire new talent? Look for these signs.

W When the trees are seen to move the enemy is advancing.

Birds rising in flight is a sign that the enemy is lying in ambush;
when wild animals are startled and flee he is trying to take you
unaware.

Dust spurting upward in high, straight columns indicates the ap-
proach of chariots. When it hangs low and is widespread infantry
is approaching.

When light chariots first go out and take position on the flanks
the enemy is forming for battle. (IX. 20, 22, 23, 29)

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

B When the enemy’s envoys speak in humble terms but he con~
tinues his preparations, he will advance. When their language is
deceptive but the enemy pretentiously advances, he will retreat.
When the envoys speak in apologetic terms, he wishes a respite.
When without a previous understanding the enemy asks for a a
truce, he is plotting. (IX.25-28)

To know these things you must go beneath the facts and surface
information and delve even deeper—right into the minds of your com-
petitor’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 mind-
set and assumptions of those who run it.

® If you wish to conduct offensive war you must know the men
employed by the enemy. Are they wise or stupid, clever or
clumsy? Having assessed their qualities, you prepare appropriate
measures. (XII.16 Tu Mu)

You must find out not only the names of the executives running
the company but where they graduated from, what experiences have
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molded them, where they get their information, how they view the
industry, the degree of risk they are willing to take, how important
different business goals are to them, and what their ambitions are. You
should also know if there are any disagreements on strategy within the
corporation that could be exploited.

® When the King of Han sent Han Hsin, Ts’ao Ts’an, and Kuan
Ying to attack Wei Pao he asked: ““Who is the commander-in-
chief of Wei?”” The reply was: “Po Chih.” The King said: ‘“His
mouth still smells of his mother’s milk. He cannot equal Han
Hsin. Who is their cavalry commander?”” The reply was: “Feng
Ching.” The King said: ‘“He is the son of General Feng Wu-
che of Ch’in. Although worthy, he is not the equal of Kuan Ying.
And who is the infantry commander?”” The reply was: “Hsiang
T’0.” The King said: ‘“‘He is no match for Ts’ao Ts’an. I have
nothing to worry about.” (XIII.16 Tu Mu)

Find out more about your opponent’s people. Do the executives
move fast or are they slow to take action? How will they respond to
your attacks? You must know this before attacking.

As mentioned in Chapter 2, Hewlett-Packard is an excellent com-
pany that has achieved top-notch financial results. However, even good
companies make mistakes.

In late September 1994, Hewlett-Packard announced “AS/sault,”
a marketing campaign that directly targeted IBM’s successful AS/400
midrange computer. Its goal was to entice IBM customers with price
discounts to move to Hewlett-Packard’s gooo series product line. The
campaign opened with publicity in the Wall Street Journal describing
Hewlett-Packard’s forthcoming ad, that showed a fortune-teller looking
at an AS/400 and saying “But I see no clear future here.” The attempt
to portray the AS/400 as a dying product was a straightforward attack
on a very important and profitable product for IBM.

Had this attack occurred earlier, when IBM was being run by an-
other management team and the AS/400 wasn’t having a good year,
Hewlett-Packard may have gotten away with it. However, the
executive team at Hewlett-Packard failed to take the time to understand
IBM’s new management team led by Louis Gerstner. One of Gerstner’s
top priorities since joining IBM in 1993 was to make the company
more proactive in dealing with the competition. Hewlett-Packard also
failed to take into account the new capabilities IBM had recently an-
nounced for the AS/400, making it a much more attractive product.
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When the Hewlett-Packard direct attack came, publicly trumpeted
in the Wall Street Journal, IBM’s response was fast and hardhitting. IBM
ran an ad in the Journal the next week, positioning Hewlett-Packard as
simply a number two player in the market who was making a last-ditch
shot at taking on the leader, AS/400. The ad headline read, “Nice Try,
HP.” The ad also gave IBM the opportunity to compare the benefits
of owning an AS/400 versus an HP gooo.

What were the results? Many industry observers saw limited, if any,
success by Hewlett- Packard at taking away IBM customers. One said,
“Eventually somebody’s going to compete with IBM. But if HP is
IBM'’s strongest competitor, and strong in only a couple of industries,
IBM is going to laugh all the way to the bank.” A trade magazine
noted, “After reviewing HP’s campaign, I conclude that HP has mis-
conceptions about the AS/400, resulting in an unjustified self-
confidence in the HP 9o00’s superiority.” James Yu, the executive in
charge of HP’s AS/sault campaign admits that Hewlett-Packard didn’t
expect to wipe out the AS/400. He agreed that “The AS/400 is the
biggest, most popular midrange machine out there.”

In this instance, Hewlett-Packard made a strategic error: they took
their biggest competitor head-on and did so very publicly. The reason
they made this mistake is that they did not take the time to understand
the strength of their opponent’s product, the minds of their opponent’s
executive team, nor project what their response might be. Instead,
Hewlett-Packard made IBM even more aware of the threat Hewlett-
Packard posed and increased the urgency and priority IBM placed on
that threat.

What could Hewlett-Packard have done instead? In the years prior
to the direct attack, Hewlett-Packard was wooing the AS/400’s top
business partners. These were companies providing the critical appli-
cation software that runs on AS/400 and makes customers want to buy
it instead of other computers. Hewlett-Packard had been able to forge
working relationships with eleven of the AS/400’s top fifteen business
partners. Instead of taking on IBM head-on, HP should have quietly
continued this subtle, indirect approach.’

® Therefore, determine the enemy’s plans and you will know
which strategy will be successful and which will not. (VI1.20)

This does not mean that you never use a direct attack; you just

don’t use one to achieve a major objective or goal. As the next quote
from The Art of War states, you may want to launch small, direct assaults
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in minor product categories to see how your competitor responds.
When you find a pattern, you can use it to predict how that firm will
react at a later time. You can then take advantage of your new knowl-
edge by creating a strategy for an assault in a more major product
category.

B Agitate him and ascertain the pattern of his movement.
Determine his dispositions and so ascertain the field of battle.

Probe him and learn where his strength is abundant and where
deficient. (V1.21-23)

Some types of companies are better at understanding their com-
petition’s capabilities and mindset than others. Companies that are in
the hostile takeover business must be able to do it well on a continuing
basis because their business depends on it. When you see a merger or
acquisition go sour, in many cases it is because the company doing the
takeover did not do detailed research and wound up misjudging the
situation.

For example, Hanson PLC is a British-based company that in 1989
was one of the ten biggest companies in the United Kingdom. It is a
conglomerate that grows primarily via acquisitions; over time it has
compiled an excellent record of successful takeovers and profits. From
1974 to 1989, the company’s stock multiplied eighty times while the
London Stock Exchange average was only fifteen, and its 1992 revenues
were $15.6 billion. Sir Gordon White, the head of Hanson PLC’s U.S.
affiliate, was reputed to have been the real-life model for Gordon Gek-
ko’s British opponent in the movie Wall Street.

One key trait of acquisitions that Hanson PLC has undertaken is
to target companies from which major parts can be sold off to reduce
debt. Hanson PLC was so good at finding juicy targets that in some
instances they are able to sell off some of the parts of the acquired
company for more than they paid for the entire firm. One of their most
successful coups was their hostile takeover of Smith-Corona for $930
million in 1986, followed by the subsequent sale of its real estate and
other divisions for $964 million. Hanson PLC then kept the typewriter
and chemical divisions, which they had gotten virtually for nothing.

8 Therefore in the enemy’s country, the mountains, rivers, high-

lands, lowlands, and hills which he can defend as strategic points;
the forests, reeds, rushes and luxuriant grasses in which he can
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conceal himself; the distances over the roads and paths, the
size of cities and towns, the extent of the villages, the fertility
or barrenness of the fields, the depth of irrigation works, the
amounts of stores, the size of the opposing army, the keenness
of weapons—all must be fully known. Then we have the enemy
in our sights and he can be easily taken. (VIL.11 Ho Yen-hsi)

Critical to Hanson’s success in these volatile and dynamic takeover
situations, where the stock price changes by the minute and nerves of
steel are essential, is a deep understanding of the mind of their oppo-
nent. Although Sir Gordon says he can learn everything he needs to
know about a takeover candidate from one page of information, he has
an excellent staff that does in-depth research on the takeover target and
condenses it down into a consumable document. He also has key con-
tacts in the investment banking community who can provide him with
insights into a company’s current management. This combination of
rigorous analysis and firsthand intelligence is competitive research at its
best.*

® We select men who are clever, talented, wise, and able to gain
access to those of the enemy who are intimate with the sovereign
and members of the nobility. Thus they are able to observe the
enemy’s movements and to learn of his doings and his plans.
Having learned the true state of affairs they return and tell us.
(XII1.11 Tu Yu)

Know Yourself

Foreknowledge does not stop at knowing your competition. You must
also know your own company’s strengths and weaknesses;

# Therefore I say, “Know the enemy and know yourself; in a hun-
dred 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 yourself, you are certain in
every battle to be in peril.”” (II1.31-33)

So, to pit your strengths against your competitor’s weakness and
avoid getting surprised by their attacks, it is critical to realize both where
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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.

m IfTknow that the enemy is vulnerable to attack, but do not know
that my troops are incapable of striking him, my chance of vic-
tory is but half. (X.23)

As a strategist, for you to understand your company’s capabilities,
your knowledge must be firsthand. You can glean this information from
talking to your managers and employees on a daily basis—management
by walking around. For a deeper and more long-range understanding
of what the strengths and weaknesses are in your company, you might
do well to perform a structured self-assessment using a framework that
covers the whole range of your business.

In The Art of War, Sun Tzu often talks of military frameworks such
as “the five fundamental factors” and the “nine varieties of ground.”
As a parallel, despite the controversy over the effectiveness and useful-
ness of the Malcolm Baldrige Award, the Baldrige framework itself is a
good way to get an all-encompassing, yet detailed view of your firm’s
operations. The seven Baldrige categories cover a cross-functional view
of leadership, information and analysis, strategic planning, human re-
sources, process quality, operational results and customer satisfaction.
Thus, they provide an excellent means of organizing an investigation
to elicit your strengths and weaknesses in a more structured manner
(regardless of whether you’re going for the award). By forcing you to
answer such questions as “Are there three years of data showing gains
in the number of customers” and then requiring proof, you can take a
really close look at your company and expose its strengths and weak-
nesses.’

Utilizing Information Technology

Information technology is essential for gaining real-time control and
understanding of how your company is operating since it can be used
to gather large amounts of information and assist in analyzing it. The
speed and pervasiveness of computer technology are factors Sun Tzu,
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living in a time where beating drums and waving flags were used to
signal commands, may not have comprehended. However, if he were
familiar with their capabilities, he would easily see ways of deploying
them for competitive advantage.

For example, there’s a company called S-K-I Limited, in Killington,
Vermont. As its name implies, S-K-I Ltd. operates ski resorts. However,
it is not your typical ski resort company. It employs information systems
not only for mundane things like payroll but to gain real-time opera-
tional control for competitive advantage.

S-K-I Ltd. has weather monitoring equipment placed on key slopes
to determine the optimal mixture of air and water for their snow-
making machines and then monitors the machines from a central con-
trol room. They use bar-code scanners to keep track of customers as
they move between different slopes and various resort bars and restau-
rants, and then deploy employees to where the action is. They have a
database to track 2.5 million skiers, slice and dice the information to
understand where their skiers live, the kinds of slopes they like to ski,
and the amenities they seek at a resort, and then go after them with
direct mail to attract them to S-K-I Ltd. facilities. Lastly, they can gen-
erate reports that tell them on a weekly and even daily basis which
resorts and departments are making money and which aren’t. They can
then take appropriate action.

S-K-I Ltd. has used this information system to achieve excellent
financial results. S-K-I Ltd. had thirty consecutive years of profit growth
between 1959 and 1989 and hit a record revenue high in 1994 of $99
million.

Lest you think that S-K-I Ltd. only uses computers to get a handle
on its business, I should mention that it’s a requirement for managers
to hit the slopes early and often. As CEO Preston Smith says, “It’s a
way of sharing the customer’s experience.”

Knowing Your Market

In addition to knowing the strengths and weaknesses of yourself and
your competitor, you must also know the “terrain” on which you will
be fighting, the business environment in which you will operate.

® When employing troops it is essential to know beforehand the
conditions of the terrain. Knowing the distances, one can make
use of an indirect or a direct plan. If he knows the degree of ease
or difficulty of traversing the ground he can estimate the advan~
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tages of using infantry or cavalry. If one knows where the ground
is constricted and where open he can calculate the size of force
appropriate. If he knows where he will give battle he knows
when to concentrate or divide his forces. (I.6 Mei Yao-ch’en)

To know the business terrain, you need to perform in-depth market
research and analysis. You must know the size of the markets you wish
to battle over, how fast they are growing, and the industry forces in
each market. You will then be able to project “the ease or difficulty
of traversing the ground” and whether to “concentrate or divide” your
forces.

To discover basic market information, you can rely on industry
trade journals and market estimates or conduct primary research on your
own. You can also rely on your sales force and those employees who
are constantly coming into contact with customers. However, an infra-
structure must be in place to ensure that market information is getting
back to you, the strategist. Without this infrastructure, much of the
information you need to know to understand the market terrain will
be lost.

It is amazing the number of instances in companies where vital data
on the marketplace or on competitors exist but the infrastructure does
not allow it to get back to the decision-makers. By infrastructure, I
mean formal processes that exist to link up the sources of competitor
and market information with the analysts who can interpret the data,
and who then bring that new information forward to executives for
action on a timely basis.

For instance, much of the reason Borden, Inc was one of the food
industry’s worst performers in 1993 was the result of a lack of fore-
knowledge. Sales fell from $7.1 billion in 1992 to $5.s billion in 1993,
while common-share earnings were —40 cents per share. The Borden
CEO at the time stated that poor internal controls were a major factor
contributing to lackluster results in Borden’s dairy division. In trying to
deal with price-fixing allegations, the CEQO wiped out forty regional
managers who could change prices independently based on local market
conditions. Losing these regional sources of information destroyed Bor-
den’s ability to understand those local market forces. On top of that
problem, Borden’s computer systems were incompatible. Efforts to fix
them, combined with the centralizing of pricing and corresponding loss
of local market intelligence sources, resulted in disaster. “If we had sat
there and done nothing to dairy, our bottom line would be better,”
said the CEQO. As a result of these failures, Borden’s board forced
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its CEO and other top officers to resign, then put the company up
for sale.”

Market information has become so critical to companies that busi-
ness 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 informa-
tion age, the old adage that knowledge is power is more true than ever.’

Military organizations understand the need for intelligence. In well-
run military organizations, data-gathering infrastructures include pro-
cesses that train individual soldiers to look for key enemy information
and bring it back to teams of intelligence analysts who visit the front-
line units on a regular basis. The infrastructure also provides for the
collection of data from satellites and listening posts that pick up signs
and signals of larger enemy movements. These two types of data are
then pieced together to form a complete, holistic picture of the situ-
ation.

For example, during Desert Storm, the American intelligence team
in Riyadh, Saudi Arabia, developed a unique approach for assessing the
damage Allied aircraft were inflicting on the Iragi army. Combining
interviews with pilots and gun-camera footage with satellite and aerial
photos, they were able to fashion a sophisticated and accurate method
of understanding the fast-moving battlefield dynamics. To communicate
this intelligence to General Schwartzkopf, they created a simple color-
coded scheme that could tell him at a glance the state of the forces that
opposed him. The ground-attack portion of Desert Storm proved that
this information system provided excellent and accurate data, while
that compiled by the CIA solely by satellite back in Washington, D.C.,
was off by a factor of two to three times.’

As 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 that
provide a forum for discussion of this information and the overall ‘big
picture.”

One specialty chemical company was able to do this without huge
resources. Its CEO built an intelligence-gathering system that extended
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throughout the company. He had employees group themselves into
seven-person cross-functional teams. These teams were then assigned
to scan ten newspapers or magazines a month; these periodicals were
to be ones that the group would not normally look at. This approach
got the group finding out about things that were happening outside
their industry and their functional specialty.

By cutting out interesting articles, putting them into files that cir-
culated among the seven team members, and then meeting quarterly to
discuss their findings, these teams were able to inform themselves of
important trends. This process was assisted by having these groups re-
view the articles with three thoughts in mind:

1. What is the future event that will have the greatest impact
on our business?

2. What will happen when that event occurs?

3. What can we do now to prepare for that event?

These key events were then sent to top management so that ex-
ecutives could make strategic plans with a much better grasp of the
environment. It also made every employee his or her own futurist,
expanding their views beyond their original job scopes.”

As this example shows, while it is certainly possible to have too
much data coming at you, an intelligence-processing infrastructure al-
lows you to turn that data into knowledge about yourself, your com-
petitors, and the business terrain. Without it, ““you are certain in every
battle to be in peril.”

Deception

It is not enough to know yourself, the business terrain, and your com-
petitor. The other side of the equation is ensuring that your competi-
tion is unable to know you. This is where deception comes in.

m All warfare is based on deception. (1.17)

By leaving the Trojan horse abandoned outside the walls of Troy
and supposedly sailing away, the Greeks deceived the Trojans into
bringing the horse within their city. After night fell, the Greeks
emerged from the horse and sacked Troy. By using his cavalry to screen
his quick movements and deny his enemy knowledge of his intentions,

52



MAXIMIZING THE POWER OF MARKET INFORMATION

Robert E. Lee kept the Union’s numerically stronger Army of the
Potomac on the defensive for most of the Civil War. By setting up a
fake Army Group under General George Patton with bogus camps and
radio traffic, the Allies deceived the Germans about the location of their
invasion of Europe. Success in conflict is indeed based on deception
and companies can find the selected use of deception effective.

® The ultimate in disposing one’s troops is to be without ascer-
tainable shape. Then the most penetrating spies cannot pry in
nor can the wise lay plans against you. (V1.24)

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.

® The enemy must not know where I intend to give battle. For
if he does not know where I intend to give bégde he must pre-
pare in a great many places. And when he preﬁares in a great
many places, those I have to fight in any one place will be few.
(VL.14)

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.

m For if he prepares to the front his rear will be weak, and if to the
rear, his front will be fragile. If he prepares to the left, his right
will be vulnerable and if to the right, there will be few on his
left. And when he prepares everywhere he will be weak every-
where. (VL.15)

A study in the use of deception takes us back to Hanson PLC’s
hostile takeover of Smith-Corona, also known as the SCM Corpo-
ration.

Sir Gordon White first moved to acquire SCM with a formal tender
offer of $60 per share. SCM’s management, interested in buying the
firm itself, offered a bid of $70 per share to stockholders. In response,
Hanson PLC increased its bid to $72 per share. In an effort to shake
Sir Gordon loose, SCM management gave Merrill Lynch the option to
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buy two of its best divisions at a large discount if Hanson PLC gained
control of the company.

White promptly withdrew his tender offer, which on Wall Street
meant that he was giving up. Like the Greeks, he appeared to have
boarded his ships and sailed away. SCM management thought the battle
was over so they let down their guard. However, it was far from over.
Contrary to Wall Street custom, White instead purchased 25% of
SCM'’s shares at $73.50 per share on the open market, thereby increas-
ing Hanson PLC’s stake to 27% of the total shares outstanding. SCM
management was furious and launched a lawsuit. Hanson PLC counter-
sued and won on appeal. White then purchased even more stock and
now held almost 33% of the outstanding shares, thus stopping SCM
management’s leveraged-buyout plan, which required approval by two-
thirds of SCM’s shareholders.

After more moves, countermoves, and lawsuits, Hanson PLC ul-
timately took over SCM and made out handsomely by selling off pieces
as mentioned earlier. However, the key to Hanson PLC’s success was
that Sir Gordon knew that he could not let his competition know
where and how he intended to give battle.”

® Lay on many deceptive operations. Be seen in the west and
march out of the east; lure him in the north and strike in the
south. Drive him crazy and bewilder him so that he disperses his
forces in confusion. (XI.26 Meng)

Hanson PLC’s takeover of SCM is only one example of ethical and
lawful misdirection in business. Indeed, there are many ways to deceive
the competition.

8 Therefore, when capable, feign incapacity: when active, inactiv-

ity.

When near, make it appear that you are far away; when far away,
that you are near.

Offer the enemy a bait to lure him; feign disorder and strike
him. (1.18-20)

For instance, if you are planning to come out with a new product
whose capabilities will surprise your competitors and you are asked by
the press if these are your plans, do not feel constrained to disclose
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everything. That is proprietary information. Instead, give answers that
leave open many possibilities or conclusions.

On the other hand, if competitors expect you to come out with
an offering in a certain market but you are not planning to, it may be
to your advantage to encourage their belief. They will then waste re-
sources preparing for an attack that will never come.

When asked about the strengths of your company, do not list them
all or tell everyone how you do things. You may as well give away
your products or services for free! Instead, be opaque about the work-
ings of your firm and hide the secrets of your success.

B I make the enemy see my strengths as weaknesses and my weak-
nesses as strengths while I cause his strengths to become weak-
nesses and discover where he is not strong. . . . I conceal my
tracks so that none can discern them; I keep silence so that none
can hear me. (VL9 Ho Yen-hsi)

At times it may be better to let your competitors think you are not
as strong as you really are. Let them underestimate your potential. Then
when you attack they will be unprepared. Thus, deception provides
surprise, which in turn produces victory.

8 Therefore, against those skilled in attack, an enemy does not
know where to defend; against the experts in defence, the enemy
does not know where to attack.

They make it impossible for an enemy to know where to prepare.
They release the attack like a lightning bolt from above the nine-
layered heavens. (VI.8; IV.7 Tu Yu)

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

® Apparent confusion is a product of good order: apparent cow-
ardice, of courage, apparent weakness, of strength. (V.18)

In the 1970s and early 1980s IBM was a very security-conscious
company. In its research and development labs, badge-readers stopped
people at the door, security personnel ensured that all desks were locked
at night, and only a limited number of employees were allowed to talk
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to the press or even to customers. In the late 1980s, in an effort to
become more open with its customers, IBM allowed much more liberty
to employees and greater access to its labs. Although increased openness
was beneficial, at times the liberty to talk to the press was abused.
Employees from different divisions publicly attacked each others’ prod-
ucts. Too many employees were allowed to give their view of IBM
strategy. The result was confusion for customers and employees. Fur-
thermore, IBM’s competitors were able to pick up on and exploit the
weaknesses that had been brought out into the open by employees.
The openness had gone too far.

After taking over IBM in 1993, Louis Gerstner observed that at
times IBM had been its own worst enemy. Using a more disciplined
approach to communications, Gerstner worked to put his house in or-
der by stopping the public infighting, emphasizing teamwork, and en-
suring that only approved messages go out. Although for reasons we’ll
discuss next, large companies such as IBM cannot intentionally mislead
people about their strategy, the use of simple methods shows that a
company can deliver a clear and consistent story to its customers while
stopping leaks about its weak points to competitors."

Constraints on Deception

Obviously, there are constraints on deception. Small firms and private
firms have more leeway when it comes to practicing deception, since
private firms are not accountable to public stockholders and smaller
firms’ actions are less noticed. Conversely, it is not as easy for large,
public multinational firms to practice all facets of a deception strategy.
The need for reporting to the board and shareholders limits what one
can do in this arena. Also, firms that have customers with high switch-
ing costs, such as computer firms, must be very careful what they say,
since their customers have so much riding on future products.

It is also more difficult to keep secrets in the open culture of the
United States. Countries with more secretive cultures may have an
advantage here as well. In 1993, I visited a auto manufacturing plant in
Hungary that was run by Suzuki. In the entire plant population of 500
people, there were only two Japanese employees. Talking to Suzuki’s
Hungarian spokeswoman, I got the impression that, while there were
Hungarians in management, the two Japanese managers were the ones
who really ran the place. And, interestingly, the official languages of
the plant were not Hungarian and Japanese, but Hungarian and English.
The spokesperson told our tour group that learning Japanese was dis-
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couraged. My feeling was that this allowed top management to keep
their strategy and plans to themselves and communicate only what they
felt was necessary for their employees to do their jobs. While I think
that this perhaps goes beyond the positive use of deception, it does
serve as an example of how secrecy is much more revered and utilized
in some corporate cultures than others.

So, there are limits to deception depending on whether your firm
is public or private, small or large, American or global. However, there
is still room for taking advantage of this secret. You can have good
security and curtail leaks by disciplining people via dismissals and legal
action. You can set aside small groups to come out with new products
and sequester them from the rest of the organization. Finally, you can
avoid giving out responses to the press, for silence can be as effective
as misdirection. When it was rumored that Procter & Gamble was con-
sidering a new pricing scheme to cut distribution costs, 2 P&G spokes-
woman said that the company didn’t have “a specific plan to change
pricing in place, and we simply are not going to comment on what we
may or may not do in the future.””

Summary

To conquer, you must combine foreknowledge and deception. Learn
everything you can about your competition—not just the facts about
your competitor but also its capabilities, culture, and mindset. Know
what your competitor will do in response to your attacks.

Learn the details of the workings of your own firm. Know its prod-
ucts, its processes, and its people. Understand its strengths and weak-
nesses. Determine what it is capable of doing and, just as important,
what it is incapable of doing.

Know the business terrain on which you will meet your compe-
tition. Determine which markets are fertile and which are fallow, which
can support your company on its march toward victory and which are
wastelands that should not be entered. Build an intelligence infrastruc-
ture to provide this knowledge.

Lastly, practice deception where prudent to mask your intentions
from your competitor. Keep their executives in the dark and ignorant
about your movements. Do not let them know the time and the place
of your attack.

® If I am able to determine the enemy’s dispositions while at the
same time I conceal my own then I can concentrate and he must
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divide. And if I concentrate while he divides, I can use my entire
strength to attack a fraction of his. There, I will be numerically
superior. Then, if I am able to use many to strike few at the
selected point, those I deal with will be in dire straits. (VI.13)

Foreknowledge and deception give you the advantage. As you will

learn in the next chapter, speed and preparation allow you to capitalize
on it.
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4 = Speed and Preparation
Moving Swiftly To Overcome

Your Competitors

B Speed is the essence of war. Take advantage of the enemy’s un-
preparedness; travel by unexpected routes and strike him where
he has taken no precautions. (XI.29)

In business, as in war, speed is essential. The very nature of business
competition is change, and its pace continues to accelerate; to be slow
is to become extinct. To survive and prosper in the dynamic and cha-
otic world that is today and tomorrow’s business environment, a com-
pany must move with rapid relentlessness. And to execute Sun Tzu’s
principles successfully, your company must be able to seize the oppor-
tunities it has created.

® Therefore at first be shy as a maiden. When the enemy gives
you an opening be swift as a hare and he will be unable to with-
stand you. (XI.61)

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 weaknesses and opportunities, and it allows you
to build momentum (see Figure 4.1).Let’s look at each aspect of speed
in detail.



SPEED AND PREPARATION
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FIGURE 4.1 The uses of speed.

Speed Is a Substitute for Resources

Speed is a substitute for resources. For example, in warfare a smaller,
more mobile army can defeat a much larger one by rapid movement.
Moving quickly to attack parts of the larger one before it can react and
coordinate its forces, the smaller army defeats the enemy “in detail.”
By this I mean it destroys each piece of the opposing army before others
can come to its aid.

m If I am able to determine the enemy’s dispositions while at the
same time I conceal my own then I can concentrate and he must
divide. And if I concentrate while he divides, I can use my entire
strength to attack a fraction of his. There, I will be numerically
superior. Then, if I am able to use many to strike few at the
selected point, those I deal with will be in dire straits. (VI.13)

Although General Stonewall Jackson earned his name by having his
troops stand “like a stone wall” at the first battle of Bull Run, his true
genius was his ability to plan and execute quick-hitting, highly mobile
operations. Those campaigns exemplify the substitution of speed for
resources.

One of those operations was Jackson’s seven-week campaign in the
Shenandoah Valley in 1862. In that short timeframe Jackson traveled
the length of the valley twice, defeated three Union armies in five
battles, threatened Washington, D.C., with capture and achieved his
strategic objective of splitting the Union forces in two. With only
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17,000 men, Jackson tied up 50,000 of the enemy, thus epitomizing the
use of speed to overcome a lack of resources.’

® In attacking a great state, if you can divide your enemy’s forces
your strength will be more than sufficient. (XI.52 Mei Yao-
ch’en)

The same strategy can be applied in business. By moving faster than
the competition, one can make up for scarce resources. For instance, if
your salespeople can perform a sales call in a half hour while your
competition takes two hours, you may need only one-quarter of their
sales personnel to match them. If your company can produce a product
in half the time of the competition, you need but half of their assets
and personnel. Greater speed equals fewer resources, which in turn
equals better return on investment.

In 1993, IBM’s personal computer plant in Greenock, Scotland, cut
its manufacturing time for each unit from five days down to eight hours
by splitting its single, monolithic production line into six mini-lines.
This action contributed to an increase in output of 50% even as the
number of workers dropped 30%. In addition, quality improved and
unit costs dropped significantly. By becoming faster, IBM’s European
PC operations improved profitability, shortened delivery times, and re-
gained market share.”

Baxter Health Care Corporation, the largest distributor of health
care products in the United States, reduced their order-processing time
by 78%, their order-receiving time by 85%, and the number of steps
in one key process from 103 to 41. This enabled them to reduce in-
ventories by 66% and cut the number of warehouses required from 34
to 24, all while sales were increasing.’

These are not unique instances. It is well documented that com-
panies significantly faster than others in their industry have returns on
investment anywhere from two to five times those of their competitors.
They also grow at a much faster rate. For instance, Wal-Mart was
clocked at being 80% quicker than its competitors, enabling it to grow
three times faster. Thomasville Furniture Company was estimated to be
70% speedier than others in its industry, allowing it to achieve a return
on assets ratio double that of its competition.*

® Come like the wind, go like lightning. (VI.10 Chang Yu)
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Speed Exploits Fleeting Opportunities

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

® He whose advance is irresistible plunges into his enemy’s weak
positions; he who in withdrawal cannot be pursued moves so
swiftly that he cannot be overtaken. (VI1.10)

If an attack on your competitor’s weak point develops slowly, your
competitor has more time to counter it. This was the case in World
War I with the Allies. Although they were able to achieve a break-
through in the German trench system several times, because of their
lack of mobility they never were capable of moving quickly enough to
exploit the opening. German generals were consistently able to close
the breach by quickly moving reserves by train to the threatened area
and then counterattacking to regain the lost ground. The result was
years of bloody trench warfare in which the Allies focused on wearing
Germany down through a costly war of attrition.

m Experts in war depend especially on opportunity and expedi-
ency. They do not place the burden of accomplishment on their
men alone. (V.21 Ch’én Hao)

On the other hand, if your attack proceeds with speed, the battle
may be over before your opponent can respond. In 1940, Germany was
again at war with the Allies. The large, well-equipped French army sat
entrenched behind the Maginot Line and most people expected a replay
of the trench watfare of World War I. However, a new element of
speed had been brought to the battlefield in the form of the tank. Able
to use firepower to break through enemy defenses and then move rap-
idly into vulnerable rear areas to create chaos and confusion, the tank
became the signature weapon of the German Army in WW II. This
new paradigm of warfare was called blitzkrieg. Germany’s skillful use
of it to go around the Maginot Line and hit the weakest part of the
French defenses was the key to forcing France to surrender after only
a few weeks of fighting.

A little known fact about the battle for France was that the French
Army not only had better tanks than the German Army but also had
more of them. Yet the French still lost the campaign. Why? The reason
involved the French method of deploying the tank. French Army doc-
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trine called for tanks to be scattered about in small numbers and tied
to slow-moving infantry divisions. These divisions could move only as
fast as their feet could carry them.

In contrast, German Army strategy called for motorizing their in-
fantry (putting them in trucks) so that they could keep up with the
fast-moving tanks and exploit their breakthroughs. Furthermore,
German doctrine dictated that these tanks be concentrated in large units
to apply maximum shock and firepower against the enemy’s weak-
nesses. These units, panzer divisions, were then massed at the point of
attack to achieve the breakthrough. Thus, in France, a smaller army
based on speed, shock, and concentrated firepower won the day over
a larger one composed of widely dispersed tanks tied to slow-moving
infantry.

As this example shows, 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.

& Strike the enemy as swiftly as a falcon strikes its target. It surely
breaks the back of its prey for the reason that it awaits the right
moment to strike.

Its movement is regulated. Thus the momentum of one skilled
in war is overwhelming, and his attack precisely regu-
lated. (V.14 Tu Yu; 15 Sun Tzu)

For example, five days after Southwest Airlines decided to provide
service to Little Rock, Arkansas, they were up and running with two
gates. Within weeks they had captured 25% of the market. When airline
giant USAir retreated from their Sacramento, California, services in
1991, Southwest rapidly advanced. Within weeks of taking over
USAir’s gates, Southwest had captured 39% of the Sacramento to Bur-
bank business.’

® What is of the greatest importance in war is extraordinary speed;
one cannot afford to neglect opportunity. (1.26 Ho Yen-hsi)

Speed Surprises and Shocks the Competition

Speed is essential in surprising your competition. By combining decep~
tion with quick movement, you can keep their management from dis-
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FIGURE 4.2 The German Strategy in France: 1940.

cerning 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.

B When campaigning, be swift as the wind . . . in raiding and
plundering, like fire. As unfathomable as the clouds, move like
a thunderbolt. (VII.13)

The German campaign in France was successful largely because of
surprise and shock. First was Allied surprise at the place of the German
attack; second was the Allied shock at the speed with which the attack
was carried out.

The Germans launched their attack in the north, with two dazzling
airborne assaults; one in Holland and one in Belgium. These lightning-
quick paratrooper landings captured important river crossings, knocked
out supposedly impregnable fortifications, and cut critical communi-
cations. More important, they drew Allied attention to the north, where
the French and British expected the German attack to develop. It was
there that the Allies began to move their best, most mobile forces (see
Figure 4.2)
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However, the real German attack came further south, through the
heavily wooded Ardennes. The Allies did not believe the Wehrmacht
could mass any sizeable force there, especially tanks, given the rough
and forested terrain. However, it was here that Germany packed fifty
of their 135 divisions, including seven deadly panzer divisions.

Blasting through the weak French divisions holding the line in the
Ardennes (French units in the Ardennes were composed mostly of old
men with poor equipment), the Wehrmacht’s panzers drove deep into
Allied lines.

Covering several miles per day, they moved faster than the Allies
ever imagined, and in a week the German panzers reached the English
Channel. As the battle for France developed, French and British leaders
and soldiers could not comprehend the fast pace of the blitzkrieg. They
were still on the World War I time clock, where attacks lasted months,
not hours, and progress was measured in yards, not miles. The speed
with which the initial assault came created surprise; the speed with
which it continued created shock; the result was a disorientation from
which the Allies could not recover.®

In the Hanson PLC takeover of SCM discussed in Chapter 3, one
of the factors responsible for Sir Gordon White’s success was his ability
to execute his strategy quickly. In August 1985, White decided to make
the acquisition. When SCM management attempted to stymie it on
August 30, White responded by upping his offer. After SCM made a
second attempt to forestall Hanson PLC, White moved into the stock
market in September. SCM management, surprised at Sir Gordon’s un-
orthodox move and the speed with which he made it, went to court
on September 30 to slow him down. White responded with his own
lawsuit on October 10 and on November 26 the court ruled in his
favor. On January 6, 1986, Sir Gordon White and Hanson PLC were
awarded control of SCM. From conception of strategy to victory in
battle took only about 100 working days, including the time spent in
court.

Sir Gordon’s combination of surprise and speed ensured that, by
the time SCM executives figured out his plans, there was little they

could do except try to stop White in court. There they also met with
failure.”

® When the thunderclap comes, there is no time to cover the ears.
(1.26 Ho Yen-hsi)
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Speed Builds Momentum

The final reason speed is critical to success is that speed provides the
ability to sustain and exploit market momentum once a breakthrough
has been achieved. German military philosophy in both world wars was
to launch simultaneous attacks within the schwerpunkt and determine
which ones were stalling and which succeeding. Instead of sending re-
inforcements to attacks that had stalled, the German command sent
reinforcements to those that were succeeding. This allowed them to
push deeper into enemy territory, cut off areas of resistance, and con-
tinue the attack’s tempo and momentum. Later, after the enemy had
been soundly defeated, the Germans would take the time to mop up
the remaining enemy strongholds.

The same strategy applies to business. For instance, suppose your
company has introduced two new products to the marketplace; one is
doing well and the other is performing poorly. What should you do?
Which one should get more resources?

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 suc-
cessful. Time after time, products that are failing get attention and re-
sources 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 have a break-
through, exploit it. When you have found a weak point in your op-
ponent’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.

Further, you should never launch an attack unless you are ready to
reinforce in case it is successful. If you are not prepared but launch an
attack anyway, you have forfeited surprise, lost an opportunity for tak-
ing market share, wasted resources, and given your competitor a chance
to learn your strategy and tactics. Why start something you cannot
finish?

For instance, given the prior discussion on the German Army’s
proficiency with the tank, you might think they had invented it. In
fact, it was the World War I brainchild of a British war correspondent
and Winston Churchill. Churchill, at that time First Lord of the Ad-
miralty, saw Lt. Colonel Ernest Swinton’s idea for tracked fighting ve-
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hicles as “landships™ that could break the trench warfare stalemate and
return the war to one of maneuver. Although it was very difficult to
convince shortsighted Allied generals that they needed one, the first
tank was finally produced in 1916.°

To keep the new weapon a secret, it was christened the “tank,”
whose purported purpose was to carry water to the front lines. After
being used haphazardly in minor battles, the tank’s first major test came
at the battle of Cambrai.

In the early morning mist of November 20, 1917, 374 tanks poured
from British lines, supported by 1,000 artillery pieces and fourteen
squadrons of British aircraft. The goal was to punch a hole in Germany’s
Hindenburg line and reach the “green fields beyond,” where cavalry
could exploit the breach and attack the enemy rear areas.

Surprise was complete, as German soldiers fled at the sight of the
mechanical monsters. German lines were penetrated to a depth of five
miles and a gap six miles wide. Unfortunately, the British generals were
as surprised as the Germans. They had no tank reserves to push through
the gap and the cavalry reserve was incapable of exploiting this break-
through. The attack withered, and with it went the one chance the
Allies would have to change the course of the war from stalemate to
strategic breakthrough. That opportunity would not come again until
many lives later.”

The same problem occurs in business. A product or marketing cam-
paign is launched, but, at the critical moment, reserves are unavailable
to exploit a breakthrough. For example, GM’s Saturn Corporation
couldn’t keep its dealers supplied with enough cars in 1993. Saturn’s
catchy advertising program and well-engineered cars had allowed it
to achieve a good deal of success in the first years of its life. Saturn’s
customer satisfaction ratings in 1993 were above those of Acura,
Mercedes-Benz, and Toyota and Saturn headquarters was receiving 350
letters a week from ecstatic Saturn owners. Meanwhile, Saturn was
beating the Japanese automakers in California, essentially Honda and
Toyota’s home turf.

However, eatly 1994 found Saturn with a ballooning inventory of
cars, dropping sales, no advertising, limited capacity, and a stalled dealer
expansion program. In addition, Saturn’s plan to bring out larger and
more profitable models was on hold. The reason: GM had put on the
brakes for capital just when Saturn had started to go into orbit.

Despite Saturn’s successes and the fact that Saturn had made a profit
in 1993 (not bad for a start-up company in an industry that requires
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huge capital investments), a top GM Executive Vice-President was
quoted as saying, “Saturn has got to fight for capital like any other
business. It’s causing them some trouble.”

The GM Vice-President was right. The “trouble” caused by
choked-off capital lows from GM meant that Saturn had to delay plans
to upgrade the interiors of the new models, improve their styling, install
a more modern engine and chassis, and add plant capacity to be able
to ship $00,000 cars per year. Instead, just as Saturn was starting to take
off and beat the Japanese automakers, GM decided to move their in-
vestments toward larger and more profitable cars made by the other
GM divisions.™

B Now to win battles and take your objectives, but to fail to exploit
these achievements is ominous and may be described as ‘“waste-

ful delay.” (XII.15)

The amazing thing about cutting off the capital flows in 1994 was
that, when Saturn was originally conceived, GM knew it had to pro-
duce 500,000 cars per year and offer larger models to be economically
viable. Yet after all the development, manufacturing, and marketing
investment necessary to create a new business, funds were stopped, plant
capacity was stuck at roughly 300,000, and larger models were pushed
out to later years. This could certainly be described as “wasteful de-
lay.””"*

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

® When torrential water tosses boulders, it is because of its mo-
mentum. (V.13)

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 you to capture it.
The costs will pile up and you still may not obtain your objective.

Take Crystal Pepsi. When it was launched in 1993, this “non-cola”
was targeted to gain at least 2% of the U.S. soft drink market within a
year. Unfortunately, it gained only half that. “I’m more than a little
disappointed. We were not able to satisfy people’s taste,” said the chief
executive of Pepsi-Cola North America.
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So, in March 1994, the product was relaunched—repositioned as a
citrus cola, totally reflavored, and renamed “Crystal” instead of *‘Crystal
Pepsi.”

The results? In addition to spending the increased investment the
relaunch required, Crystal distracted the company from supporting its
top brands, Pepsi and Diet Pepsi. “Our people can only execute so
many things. If they’re building extra Crystal displays, they can’t build
as many Pepsi displays,” said the same Pepsi executive. Partly as a result
of the Crystal failure and subsequent focus, Pepsi and Diet Pepsi lost
market share in 1993.”

What should Pepsi-Cola Company have done? Dropped Crystal
Pepsi in a heartbeat when they saw it wasn’t the right product for the
market. All the marketing hype in the world is not going to save a soft
drink that people don’t like to drink. Remember, reinforce success,
starve failure.

® Hence what is essential in war is victory, not prolonged opera-
tions. (I1.21)

Achieving Speed

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 man-
ufacturing, 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 (see Figure 4.3).

Making timely decisions is essential to moving quickly . You must
look at your company and think about how information is gathered
and analyzed, how decisions are made, and how they are turned into
action.

For example, how long does it take for information from the field
to get to your headquarters? How long does it take for recommenda-
tions from subordinates to reach your executives?

Once the information is there, how quickly are decisions made?
Once a decision is made, how quickly is it carried out and turned into
action? Is there a means or a process to ensure that information gets to
decision-makers, that decision-makers meet and come to a decision,
and that decisions are followed through? Or is this all left to chance?

Think of all the companies you know with faster decision-making
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IMPORTANT CYCLE TIMES

Information/Decision/Action
Development
Time Manufacturing

Distribution

Customer Responsiveness

MEANS OF REDUCING CYCLE TIMES

¢ Speed intelligence processing

e Put discipline in decision-making

e Communicate strategic actions to owners
e Design for flexibility

e Wargame your strategy

® Foster organizational learning

FIGURE 4.3 Increasing your company’s speed.

ability that found potential markets, built products, and then claimed
those markets—all while their competitors are still debating whether a
market exists in the first place. The Japanese automakers decided there
was a profitable small-car market before Detroit did. Several small, nim-
ble competitors found niches in the computer market before IBM iden-
tified them as opportunities. The same has happened in many other
industries, and those companies that made and executed their decisions
faster than their competitors are now the market leaders in their seg-
ments. Those that didn’t found the market much harder to break into
once a leader was established.

B Generally, he who occupies the field of battle first and awaits
his enemy is at ease; he who comes later to the scene and rushes
into the fight is weary. (VIL.1)

If you wish to act with speed, you must focus on improving your
information/decision/action cycle time. You can cut all the other ex-
ecution cycle times—product development, manufacturing, and distri-
bution—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 stra-
tegic sloth. Your competitors will beat you every time.”
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Let’s go back to the Saturn example discussed earlier. In 1981, GM
realized they could not go ahead with a proposal for a new small car
when they found out the Japanese could make one for thousands less.
However, in June 1982, discussion of a new small car was revived, with
the knowledge that GM would have to do things radically different to
compete with the Japanese. At this point, the new project was code-
named “Saturn,” after the NASA rocket that bolted the United States
ahead of the USSR in the space race.

As you may know, the space race began when the Soviets launched
Sputnik in 1957 and it shook American complacency of technological
superiority. The fact that the USSR was the first to put a satellite in
space and that this satellite was six times heavier than anything the
United States was planning to put in orbit was frightening. In response,
the United States redoubled its efforts and, by October 1961, a huge
Saturn rocket was lifting off the launch pad. By January 1964, a Saturn
rocket put a 10-ton payload into space—at the time, the largest payload
ever placed in orbit. Eventually, a Saturn rocket, taller than the Statue
of Liberty, would power the Apollo moon mission.

It took four short years from the time that America realized it had
a problem until it was putting Saturn rockets into space. One might
expect that work on GM’s Saturn namesake would progress just as
quickly. However, from the time GM realized they had a problem in
1981 to the time the Saturn Corporation was established in January
1985 was three and a half years. From there it was almost another six
years before the first Saturn cars came off the line at the Spring Hill,
Tennesee, plant in late 1990. Nine and a half years is certainly not
record time for recognizing a problem, making a strategic decision, and
implementing it. Given that GM knew what needed to be done in the
small-car arena but took that long to actually get a car out is mind
boggling. And, you must admit, building a small car is not exactly
“rocket science.”

Partially as a result of their failure to act quickly, GM’s share of the
U.S. passenger~car market fell from the mid-forties in 1980 down to
the low-thirties in 1990, most of it coming from the small car segment.
The late 1980s and early 1990s found GM’s North American operations
consistently losing money. One can see the effects of slow decision-
making and why it must be avoided.™

By shortening your decision-making time, you increase the speed
and tempo of your attacks. This in turn throws your competitor off
balance, reduces its ability to respond effectively, and increases the pos-
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sibility of having new opportunities sutface. This is your aim! You must
not only be able to deal with a fast-changing business environment, you
must desire it, thrive on it and nourish it!

® A general prizes opportune changes in circumstances.

The general must rely on his ability to control the situation to
his advantage as opportunity dictates. (VIIL.10, 9 Chia Lin)

Listen to this quote from Southwest Airlines CEO Herbert D. Kel-
leher: “We tell our people all the time, “You have to be ready for
change.’” In fact, sometimes only in change is there security.””
Therefore, to shorten the time it takes your company to implement
decisions, focus on each stage of the information/decision/action cycle.

As mentioned in Chapter 3, put a process in place to facilitate
intelligence making it from the field to headquarters. Set up the infra-
structure, using such tools as E-mail, to enable the quick sharing of
competitive and market information. Reduce the barriers that prevent
subordinates from coming forward with information and recommen-
dations—too many layers of management, overly formal reviews, and
hierarchically driven egos.

To increase the timeliness of decision-making, put rigor into this
part of the cycle. Get the decision-makers together regularly to close
on important issues. It is critical that they meet often as a group to
share ideas, solve long-range problems, and create strategy. This is the
only way to create synergy within an executive team. The goal is to
have them know each other so well that they can anticipate each others’
thinking and act in concert. They should be like a championship team,
with each player knowing their part, how it contributes to winning,
and how to work with the other team members for victory. If you can
get your executives working at this level, you are well on your way to
success.

® He whose ranks are united in purpose will be victorious.
(I11.27)

In these executive strategy sessions, there must be discipline as well.
Too often strategy meetings flounder because of a lack of structure or
focus. There is no agenda, there is lack of agreement on which issues
are strategic, there is no method for coming to a decision. At these
times, it is very easy for the group to go off on tangents and accomplish
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nothing. Meetings like these leave everyone frustrated and give exec-
utives an unfavorable perception of strategy.

Fortunately, this is an easily solved problem. It can usually be rem-
edied simply by implementing meeting discipline and having a staff
person responsible for ensuring that the key strategic items are covered
and that they come to closure. The list of strategic items to be covered
should be as short as possible; it should contain only those items that
must be decided immediately. Also, presentations at these meetings
should be limited to those that have a direct bearing on the issues to
be decided. Finally, those presentations should include no extraneous
information; only data that is necessary for making the few key decisions
should be permitted.

To help you avoid getting bogged down by gathering data and
studying a problem until it’s too late to do something about it, consider
a rule that General Colin Powell followed. Using zero to represent
having no information and 100% as having all the information you
would ever need to make your decision, make your decision when you
have about 60% of the information available. Making a decision any
later than 60% risks delaying so long that the opportunity vanishes.™

As this book is being written, new technologies like electronic
meeting systems are emerging that facilitate the decision-making pro-
cess. These tools allow brainstorming, voting, and prioritization of stra-
tegic issues in a way that both facilitates discussion yet ensures closure.
Typically, simpler systems include a personal computer, handheld key-
pads for voting, and a device that displays results. They are fairly simple
to use and have several benefits, such as allowing the group to create
numerous alternatives, providing the framework in which to hold the
strategy discussion, keeping participants from going off on tangents, and
facilitating clear and fast resolution of issues (voting tends to have that
effect). In addition, documentation of the ideas created and the voting
records are available in the computer for printing or electronic distri-
bution once the meeting is over. You may want to consider these
devices as 2 means of supporting your decision-making process."”

In the final stage of the information/decision/action, you must en-
sure that the agreed-to strategy is actually implemented. Therefore, put
down in writing (prose form, not an outline) all the strategic decisions
that were made, and tie each required action to the name of the re-
sponsible executive. Also, list a date by each action so everyone knows
when it must be completed. Be as clear and unambiguous as possible.
Send the letter out to all participants, along with the date for the next
strategy session. At this session, the first agenda item must be a review
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of the last meeting’s action items. When people are making their com-
mitments, applaud them. If people are not making their commitments
and there are no good reasons why, they must be removed from their
position. While this may seem harsh, you must realize that if the leaders
of the business are not up to the task, many will suffer, including cus-
tomers, employees, managers, and stockholders.

® A sovereign of high character and intelligence must be able to
know the right man, should place the responsibility on him, and
expect results.

The Grand Duke said: ““A sovereign who obtains the right per-
son prospers. One who fails to do so will be ruined.” (IIL.29
Wang Hsi; I11.18 Chang Yu)

Therefore, 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. With
this discipline and Sun Tzu’s other principles you can beat your com-
petitors to the market.

® When the general lays on unnecessary projects, everyone is fa-
tigued.

When administration and orders are inconsistent, the men’s spir-
its are low, and the officers exceedingly angry.

To manage a host one must first assign responsibilities to the
generals and their assistants.

Order or disorder depend on organization. (IX.39 Ch’én Hao,
Chang Yii; V.1 Chang Yi; 19)

Reducing Other Cycle Times

Having just gone through the officer’s course for field artillery at Fort
Sill, Oklahoma, I was somewhat surprised when I joined the corporate
world in 1981 to find that manufacturing functions had focused so little
on set-up time. Because the modern role of artillery in battle is to
quickly provide devastating firepower at the request of the forward
troops and then move rapidly to another position to avoid detection,
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its emphasis is heavily focused on speed and fast set-up time. A properly
trained artillery battery can quickly move its huge guns into a new
position and be firing rounds twenty miles down-range in as short a
time as six minutes. The key is that this is the way artillery is designed
to function, and artillery personnel are trained and measured on it. In
contrast, since American manufacturing process engineers in the early
1980s felt that speed was not important, they had not designed in a
means for quickly changing their large machines from producing one
product to another. Consequently, they were not able to keep up with
the Japanese when they shortened manufacturing cycle times via faster
set-up. The lesson to be learned here is that if you want to act with
speed, you must design your processes and equipment for speed at the
outset.

Since the Japanese first showed the way to reduce set-up and other
cycle times, several American and European companies have success-
fully followed suit. The Consumer Electronics Division of the Dutch
Philips Corporation cut their manufacturing and distribution cycle times
by creating closer links to customers, Motorola slashed their manufac-
turing cycle time for pagers from three weeks to two hours, and several
eye-care companies offer glasses done while you wait. There are even
California hospitals that offer drive-through flu shots; you drive up,
stick out your arm, get the shot and drive out.”

A major focus of Southwest Airlines is speed and cycle-time re-
duction. In 1991, its turnaround time for an airplane once it landed was
fifteen minutes, versus a one-hour average for the industry. This kept
Southwest’s planes in the air (and making money) eleven hours per day
versus only eight for the rest of the industry. It was also responsible for
Southwest’s cost being anywhere from 29% to 39% lower than the big
airlines.”

All these organizations have proven that if you focus on speed in
execution and cycle time, the payoff will be a reduced need for assets,
lower costs, and quicker response to the marketplace. They have dem-
onstrated how to win victories by reducing product development, man-
ufacturing, and distribution cycle times. Because implementing these
concepts has been well documented in so many other books, I will not
go into detail on the “how to’s,” but will just mention a few. You can
reduce product development time by building tighter links between
your R&D function and manufacturing and ensuring that products are
designed for manufacturability. You can reduce your manufacturing
cycle times by shortening parts lead times and reducing capital equip-
ment set-up times. You can reduce your distribution time by improving
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your order process and designing the process for fast customer fulfill-
ment. All will lead to increased efficiency and profits.

Improving Customer Satisfaction Cycle Time

Although time may be money, money can’t buy time. Throwing
money at a process complexity problem will more likely make it worse,
not better. Often the answer is not automation but simplification. This
requires a deep understanding of the current process as well as the
desired process, and a willingness to get one’s hands dirty in the detail.
Process improvement is not for the faint of heart. And while the time
it takes to implement these changes is significant, the payoff is the ability
to respond quickly to a fast-changing environment and reduce the
amount of resources necessary to provide the same amount of revenue.
Another area that must be leveraged is improving the speed with
which your company fixes customer satisfaction problems. There is a
lot of mileage to be gained in this arena. By responding quickly to
customer satisfaction issues, your company can show it stands behind
its product and is ready to remedy any problems that may have oc-
curred. Research has shown that when a customer has a problem with
a company’s product but the company fixes it to the customer’s satis-
faction, that customer will buy again from the company 92% of the
time. They will also recommend the company’s product 94% of the
time to others and tell an average of three people about how the com-
pany made things right. However, if they have a problem but do not
get satisfaction, that customer will only repurchase 46% of the time and
recommend the product to others only 48% of the time. Worse, they
will tell seven people about the problems they had.* Therefore, when
a customer has a problem, it pays to fix that problem and quickly!
There are several ways to do that. One is to seek out quality prob-
lems with your product or service as early as possible. You should
continually survey customers who have recently used your offering,
determine their level of satisfaction, and find out about any problems
they may be having. In this way, you learn about potential problems
and can then take appropriate action before they get out of control.
Another means is to have a closed-loop customer satisfaction pro-
cess in place ensuring that people who call in with problems are guar-
anteed that their problem will be addressed. By closed loop, I mean
that a customer complaint is tracked from the time it comes in until
the customer is satisfied. Furthermore, the root of the problem is de-
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termined by understanding the underlying cause was that created the
problem in the first place. Then the cause, not the symptom, is fixed.

Lastly, having a corporate culture and measurement system that
ensures that management and employees focus on customer satisfaction
(perhaps by tying it to compensation) is critical.

An example of finding potential problems early is Otis Elevator.
The OtisLine call-in center tackles calls from customers who are ex-
periencing problems with their elevators, including having people
trapped in them. When a call comes in to the Otis representative, the
rep is able to bring up information on the customer’s building and have
the history of its elevators at that site readily available. The represen-
tative is then able to elicit additional information prompted by the
computer. The rep will then send the information quickly to an Otis
repairperson, who goes out to fix the problem.

However, Otis does not stop there. Otis employees dig deeper to
understand the root cause of the incident once the immediate problem
is fixed at the customer location. The problem description is sent back
to the plant and a team of engineers reviews it to see if it’s similar to
other problems they have encountered. If so, they find a means to fix
the root problem once and for all. With this method, Otis has made
significant improvement in reducing the number of repeat problems,
thus improving customer satisfaction.*”

Preparation

At this point you, may be thinking that, for a company to be fast,
everyone in it must run around in a frenzy trying to execute strategy.
This is not the case. 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 possi-
bilities 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 can 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
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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.”

® To rely on rustics and not prepare is the greatest of crimes; to
be prepared beforehand for any contingency is the greatest of
virtues. (II1.28 Ho Yen-hsi)

You must do everything you can to ensure you are properly pre-
pared.

® Now if the estimates made in the temple before hostilities indi-
cate victory it is because calculations show one’s strength to be
superior to that of his enemy; if they indicate defeat, it is because
calculations show that one is inferior. 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. (1.28)

For example, in 1854 in Crimea, Britain went to war with Russia
over Russia’s desire to expand at Turkey’s expense. The most famous
action in the war was the charge of the Light Brigade, whose reckless
attack directly into Russian cannon made no military sense at all (but
did make a great poem). Unfortunately for the British, their other plan-
ning, especially their logistics, was as bad as their tactics.

As the result of lack of coordination between the Army and Navy,
little understanding of the Crimean climate, a dearth of planning for
the requirements of the campaign, and a general disdain by British of-
ficers for any type of staff work, the British soldier in the Crimea was
woefully ill equipped. Lacking the proper uniforms, food, and medical
care he and his mates died by the hundreds of sickness and exposure.
Had the Russians been better prepared, the result would have been
even an greater disaster for the British. Luckily, however, the warring
nations soon tired of the conflict and made peace.”

@ If we have made no plans we plunge in headlong. By braving
the dangers and entering perilous places we face the calamity of
being trapped or inundated. Marching as if drunk, we may run
into an unexpected fight. When we stop at night we are worried
by false alarms; if we hasten along unprepared we fall into am-
bushes. This is to plunge an army of bears and tigers into the
land of death. (VII.11 Ho Yen-hsi)
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Contrast the Crimean War fiasco with Desert Storm, a great
achievement in logistics and planning. The movement of hundreds of
thousands of troops and tons of equipment from all over the world to
the Persian Gulf theater of operations in a few months was itself an
amazing feat. Keeping these troops supplied with food, fuel, bullets, and
bombs was yet another. Coordinating the air war in which airplanes
and helicopters from different nations were flying from several dispersed
airfields and aircraft carriers to strike targets all the way from Kuwait
to Baghdad was still another planning achievement. And lastly, moving
troops from several different nations deep into the vast Saudi desert for
the lightning quick strike around the Iraqi right flank was the final coup.
Some facts:

1. The U.S. Air Force deployed 46% of its U.S. combat force
to the Iraqi theater.

2. The Civil Reserve Airfleet, in its first activation, airdifted
the equivalent of the entire Berlin Airlift every six weeks.

3. In the first ninety days of the Gulf War, the Coalition put
in more communications capability than it had placed in
Europe in the prior forty years.

4. The U.S. Military Sealift Command delivered 3.4 million
tons of cargo and 6.8 million tons of fuel to the theater,
over four times the amount of cargo moved across the En-
glish Channel to support the D-Day assault.

5. In the attack, the combat units required 708 tons of food,
34,000 tons of ammo, 804 tons of other supplies, § million
gallons of fuel and 1.3 million gallons of water—daily.

All this planning and preparation ensured victory within 100 hours
of the beginning of the ground war along with minimal casualties.*

® Those adept in waging war do not require a second levy of con-
scripts nor more than one provisioning. (I1.9)

The key to such speedy success was superior preparation and plan-
ning. If you hope to be successful, you too must prepare. 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
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in the marketplace, factors in new processes and technologies, and takes
into account what customers are looking for.

B For a general unable to estimate his capabilities or comprehend
the arts of expediency and flexibility when faced with the op-
portunity to engage the enemy will advance in a stumbling and
hesitant manner, looking anxiously first to his right and then to
his left, and be unable to produce a plan. Credulous, he will
place confidence in unreliable reports, believing at one moment
this and at another that. As timorous as a fox in advancing or
retiring, his groups will be scattered about. What is the differ-
ence between this and driving innocent people into boiling water
or fire? Is this not exactly like driving cows and sheep to feed
wolves or tigers? (IV.14 Tu Mu)

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.

W A victory gained before the situation has crystalized is one the
common man does not comprehend. Thus its author gains no
reputation for sagacity. Before he has bloodied his blade the en-
emy state has already submitted. (IV.11 Tu Mu)

Scenario Planning and Wargaming

In addition to basic strategic planning you must also do wargaming and
scenario planning. The German Army, which created the first profes-
sional staff system, coined the saying, “No plan of battle survives first
contact with the enemy.” Therefore, they created the concept of the
Kriegspiel, or wargame. They would create potential war scenarios by
aligning themselves and a set of allies against a set of opponents. They
would then develop their battle plans for that scenario and, using rules
created to closely simulate actual battle conditions, play out the war-
game on huge maps. After playing a scenario several times, the staff
would be familiar with all the possibilities and could plan ways of coun-
tering the range of moves open to the enemy. When actual battle came
and combat was heated, the situations played out earlier would appear
and be familiar; there were few, if any, surprises. This gave the German
officer a greater sense of confidence in his control over the situation,
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since he could harken back to the wargame and determine a proper
response.

Prior to Desert Storm the U.S. Army played wargames deep in the
Mojave Desert at a place called the National Training Center (NTC).
Created as a result of research that showed troops in combat for the
first time suffered much higher casualties than veteran units, the NTC
provides a place where large-size units (battalion or higher) can practice
fighting against specially trained opposing forces (OPFOR). Since the
opponents of the U.S. Army are most likely to have been Soviet-trained
and equipped, the OPFOR is skilled in former Red Army tactics and
equipped with Soviet-style weaponry.

Battalions come to the NTC for roughly a month, where they
execute a number of round-the-clock operations against the OPFOR..
Enhanced realism is attained by equipping each person and vehicle with
sensors that can be “hit” by laser simulators fired by personnel and
weapons systems from the other side. When troopers are “hit,” they
become a casualty, and fellow soldiers must be assigned to evacuate
them to the rear. Therefore, not only do the combat troops receive
training, but so do the support troops.

All battles are monitored at the NTC control center, which tracks
the movements of the battalion receiving training and the OPFOR. It
also tracks all casualties and assigns a “winner” of each engagement.
More important, after each “battle,” every soldier from the commander
on down is briefed on what they did right and what needs improve-
ment.

These briefings, called ‘“‘after-action reports,” are crucial to im-
proving the battalion’s effectiveness and increasing the probability of
success in the next engagement. These reports are a result of a structured
discussion on what went right, what went wrong, what the strengths
and weaknesses of the unit are, and how the battalion can do better in
the next encounter. The findings are then written down for future
reference and to track later progress.

Thus, through experiencing ‘“‘combat” and making immediate,
honest appraisals of the results, the entire month becomes one excellent
learning experience that cannot be replicated.

The NTC is credited as having played a crucial role in the success
of Desert Storm by preparing the Army’s soldiers for the fast, chaotic
tempo of battle, allowing them to be confident and bold in their attacks.
The preparation at the NTC also was crucial in significantly reducing
the number of casualties suffered by Allied forces during Desert Storm.™

Although many tools exist for businesses to “wargame” strategies,
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many business leaders prefer to wait until they are in crisis mode and
then react. They do so without understanding possible alternative
courses of action and their consequences. This is poor strategy.

B The Grand Duke said: “He who excels at resolving difficulties
does so before they arise. He who excels in conquering his en-
emies triumphs before threats materialize.” (III.4 Tu Mu)

To be successful, you must be able to see and stay several moves
ahead of your competitor.

= If I wish to take advantage of the enemy I must perceive not just
the advantage in doing so but must first consider the ways he
can harm me if I do. (VIIL.13 Tu Mu)

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 com-
petitor’s strategy and tactics. As discussed in Chapter 3, 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 knowl-
edge that allows you to wargame your strategic options.*

To actually perform the wargames, you can use simple yet effective
tools, such as the “Implication Wheel” created by Joel Barker. As
shown in Figure 4.4, you start in the middle with your strategic action
and then have a shadow team determine the possible responses of their
competitor. After seeing your competitor’s potential responses, you
write down how you might react to each response. There may be more
than one possible reaction to each of your competitor’s responses.

The simulation continues for an agreed-to number of moves and
then you stop. At this point, everyone reviews the outcomes, discusses
how the wargame played out (there will certainly be some surprises),
and critiques the vartous strategic moves. The greatest learning occurs
here.

Once the review is done, other strategic moves can be simulated
in the same way. After all the moves have been played out and cri-
tiqued, it should be clear which moves have the best potential and
which are most likely candidates for the strategy trash can.

Don’t limit your use of the implication wheel. Put some of your
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Situation: Your company has 10% market share,

which is growing quickly due to

rapid innovations. Your competitor, Mammoth Company, has 30% share, which has

been flat for five years.

Counterpunch A

Counterpunch B

[
Mammoth takes no
action at this time.
Probability = 10%

-

Mammoth retaliates with an ad
campaign combined with rebates,
targeted at your customers.

Time to Implement—3 months.
Probability = 20%

/

Mammoth.s / channel that reaches a small (5%)
response Is but lucrative segment of
something Mammoth's business.

totally unexpected

STRATEGIC MOVE

You can create a new distribution

Probability = 10% /

\

Mammoth responds with a
customer loyalty campaign,
trading services for - ——
continued purchases. Time
to implement is & months.

Mammoth attempts to replicate
the new channel to better serve
their customers.

Time to implement is 1 year.
Probability = 40%

Probability = 20%

Counterpunch C:

You start now on building
your own customer loyalty
program, so it is ready when  j<—— Xt
Mammoth introduces theirs.

Counterpunch D:

You use the 1-year lead time
to repackage your product so
it can be distributed more
cost effectively.

Counterpunch E:

You combine your product
with services and “value -t -
price”

Counterpunch F:
You build another channe!
that targets Tiny Company

FIGURE 4.4 The Implication Wheel.
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competitor’s potential actions in the middle of the wheel and play them
out. This exercise will prove insightful as well.

Rather than just have a wargame with one competitor, you could
also choose to wargame with several. After your first strategic move is
put in the center of the wheel, have the shadow teams determine the
competitors’ reactions. These actions are placed in the second ring. Each
shadow team is then informed of the other’s actions, they ponder the
situation, and then state what the competitor would do next. These
actions are put in the next ring of the wheel. Again, after a set number
of periods, the wargame is ended, the results are critiqued, and the
learning occurs.

The reason wargaming is so effective is that, unlike hearing or read-
ing 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 “scenarios.”

Instead of creating a set of scenarios that exist all along the same
dimension (such as a high-revenue, medium-revenue and low-revenue
scenarios), scenario planning seeks to create scenarios that are very dif-
ferent 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.

To be meaningful for the executive team, the scenarios that are
created revolve around key decisions the team must make. Once these
decisions are identified, the most important industry trends are culled
out of all those that are occurring in the marketplace—such as the
falling price of industry inputs or the maturing of the market. These
trends are then understood in depth, and those that are almost certain
to happen are left out. They are eliminated because they can be ac-
counted and prepared for in advance. Thus, one is left with those trends
that no one in the industry knows whether they will happen or not,
but their presence or absence will dramatically alter the terrain of the
competitive environment.

These key trends are then grouped together to create a pool of
scenarios. Three to four scenarios are then selected from the pool, based
on how different they are from one another and the degree with which
they will expand the executive mindspace.

The chosen scenarios are then fleshed out with specific details of
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world events, economic trends, and competitive actions, written in
prose. The executive team is then exposed to the scenarios, and they
discuss implications of the scenarios for their existing strategy. At this
point it becomes clear which strategies would be successful in all sce-
narios, which would be successful only in certain scenarios, and which
would not be successful at all.

The last step is to determine “leading indicators” and “signposts”
that will tell you in advance which scenario is happening, and therefore
which strategies should be implemented. As you can imagine, this in-
sight is very valuable.”

If you are willing to spend more money for more complex, in-
depth and perhaps exciting simulations, several computer-based business
simulations are available. These run from the very simple and inexpen-
sive, to the very customized, sophisticated, and high priced. Your
choice depends on the number of people in your organization and the
complexity of your business. Whatever tool you choose, the key is to
understand the interplay of your competitors in response to different
strategic actions.

8 In planning, never a useless move; in strategy, no step taken in
vain. (IV.12 Chen Hao)

The Attack/Defend/ Attack Cycle

B Invincibility lies in the defence; the possibility of victory in the
attack. (IV.5)

In business competition, you will find that at times your company
may not have the strength to attack. You may have just joined a com-
pany or division that is failing and needs to focus on survival. In these
times, you must defend the markets and customers you do hold, buying
time and husbanding your resources in preparation for attacks that will
allow you to grow.

& Therefore it is said that one may know how to win, but cannot
necessarily do so. (IV.4)

The other situation that calls for defense is when you have suc-
cessfully carried out a business assault. The fast-paced, high-tempo op-
erations you implement to throw a competitor off balance cannot
continue forever. People tire out, the competition begins to respond
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more vigorously, and the marginal benefits of future assaults decline.
At this point, you must go on the defensive, fortifying your new gains,
resting your personnel, and preparing for competitive counterattacks.
In this way you keep the market share you captured.

® Anciently the skillful warriors first made themselves invincible
and awaited the enemy’s moment of vulnerability. (IV.1)

Organizational Learning

The final step in strategic preparation is continuous organizational
learning.

m If officers are unaccustomed to rigorous drilling they will be
worried and hesitant in battle; if generals are not thoroughly
trained they will inwardly quail when they face the en-
emy. (I.12 Tu Yu)

Contrary to popular belief, the German Army in both world wars
was not an army of mindless automatons, numbingly following orders
from above. As compared to the British, French, and American officers,
the German officer corps was significantly more educated in the art of
war and innovative in its strategy and tactics. There were a number of
reasons for this.

One is that in World War I the German Army was very decen-
tralized. This decentralization was possible because the senior officers
had a tremendous amount of trust in their junior officers. The junior
officers were thereby allowed a great deal of latitude to experiment
with tactics, and they readily did so in the front lines. As they found
out what worked and what didn’t, they informed their fellow officers
via army-wide reports. The better ideas also bubbled to the top where
the German High Command, eager for new concepts, could institute
them in all units. Unlike the Allied armies, the German Army was not
an army composed of two groups—the ‘“‘thinkers” and the “doers.”
Instead, it was an army composed solely of “‘thinker/doers,” men who
could turn theory into action.

These junior officers were also not as “junior’ as their counterparts
in the Allied armies. They stayed at the same rank for several years,
commanding the same unit, and were therefore accountable for the
long-term improvement of that unit. There they had much time to
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learn, and their maturity motivated them toward self-education in mil-
itary art.

All these characteristics were at the other extreme in the Allied
armies in World War I. Junior officers were very young, and were
switched from unit to unit. The high command was not interested in
any new ideas. All tactics were determined in the rear areas, far from
the front-line realities. Any serious study of the art of war was looked
upon as ludicrous.”

The professionalism of World War I continued to serve the German
Army in World War II, and it counted in combat.* Quantitative studies
of sixty World War II battles found that, given comparable equipment,
the relative combat effectiveness of German soldiers was 2.5 times that
of Soviet soldiers and 1.2 times that of American and British soldiers.
This superiority was not due to the ridiculous idea that Germans were
a “master race”’; the difference was determined to be solely the result
of a much higher degree of military professionalism and organizational
learning.”

To be innovative and creative, your company must encourage or-
ganizational learning. It too must be willing to consider new ideas, trust
its junior managers, foster professional education, promote the sharing
of ideas across organizational boundaries, and keep people in jobs long
enough so that they actually know what they’re doing,

This last point is especially important. New, quantitative business
theories focused on improving shareholder value recommend that man-
agers and executives stay in their positions longer in order both to learn
their jobs better and force them to take a longer perspective than one
or two years. These theories also state that executives should be com-
pensated not only on their performance in the current job, but also on
how well their previous business unit is performing. An executive is
thus compensated for the results of their prior stewardship of a business
unit, again motivating a longer-term view.*

Although many organizations say they support organizational learn-
ing, one must look at their actions instead of their words. 1t is much
easier to micromanage people, stick to what worked in the past, and

*While you may rightly question how an army that was so professional participated
in or allowed terrible atrocities to occur during World War II, that discussion is beyond
the scope of this book. When I relate the results of the Germany Army’s strategy and
tactics, I am focusing solely on battlefield performance. I am in no way condoning any
other actions that occurred.
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cut educational spending to reduce expenses. This is the recipe for
organizational sterility and decline.

® If one ignorant of military matters is sent to participate in the
administration of the army, then in every movement there will
be disagreement and mutual frustration and the entire army will
be hamstrung. (I11.22 Wang Hii)

Motorola, Inc. is one corporation that has followed through on
organizational learning. In 1993, Motorola was investing the equivalent
of 4% of its payroll in training, putting it near the top of the list with
General Electric. It spends this money on such things as cycle-time
reduction, first committing to reduce and then creating a class to help
employees learn how. It has also created a fourteen-branch network of
training centers called Motorola University. This institution not only
teaches cross-functional skills such as creative problem-solving and spe-
cific skills such as robot operation, it also serves to spread the Motorola
culture to all employees. The results: productivity that doubled between
1987 and 1993 and savings of $4 billion.””

Summary

As I have shown, speed is crucial to victory.

W Victory is the main object in war. If this is long delayed, weapons
are blunted and morale depressed. When troops attack cities,
their strength will be exhausted.

When the army engages in protracted campaigns the resources
of the state will not suffice.

For there has never been a protracted war from which a country
has benefited. (11.3—4; 7)

The key is to move with speed and end the battle quickly, before
your competitor can react. Use speed to surprise and shock the com-
petition, make up for scarce resources, exploit fleeting opportunities,
and build momentum.

To move quickly, you must collect and analyze information rapidly,
make decisions speedily, and then act with dispatch. You will have to
reduce all your execution cycle times—product development, produc-
tion, delivery, and customer service.
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As a base for rapid movement, preparation is essential. Plan first,
then act quickly. Develop possible scenarios and then wargame potential
competitive responses. Be prepared in advance for competitive moves
and short-lived opportunities.

Do not get bogged down in a war of attrition. Plan your campaigns
to be of short duration. Meet your goals quickly before your competitor
can respond. If you do not, you will either have to pull out and lose
the resources you committed, or raise the ante, which forces you to
commit even greater resources than you had planned.

B For he wins his victories without erring. “Without erring”
means that whatever he does ensures his victory; he conquers an
enemy already defeated. (IV.12)

At this point we have covered many ideas: the need to avoid
strength and attack weakness, the benefits of deception and foreknowl-
edge, the uses of speed and preparation. You have taken many steps
along the path to becoming a master strategist. It is now time for the
next step: putting these many concepts together by “shaping” your
competitors and making them conform to your will, the lesson con-
tained in the next chapter.

89



S » Shape Your Opponent
Employing Strategy To Master
the Competition

# Therefore, those skilled in war bring the enemy to the field of
battle and are not brought there by him. (VI.2)

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.”’

® When the enemy is at ease, be able to weary him: when well-
fed, to starve him, when at rest, to make him move. (V1.4)

To shape your competition, you must first put together all you
have learned so far. You must know the situation.

¥ And as water shapes its flow in accordance with the ground, so
an army manages its victory in accordance with the situation of
the enemy. (VI.28)

Then you must be able to deceive your competitor as to your plans.



EMPLOYING STRATEGY TO MASTER THE COMPETITION

® Subtle and insubstantial, the expert leaves no trace; divinely
mysterious, he is inaudible. Thus he is the master of his enemy’s
fate. (VL9)

And do so with blinding speed!

B Appear at places to which he must hasten; move swiftly where
he does not expect you. (VL5)

These principles are the clay the master strategist works with. How-
ever, by themselves they are not enough. You must put them all to-
gether 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 distri-
bution channels to deny competitors access to key markets.

Shaping the competition is also performed by implementing stra-
tegic 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 al-
ternatives.

Shaping your competition consists of all these tactics. Let us discuss
how you execute them.

Cheng and Ch’i—Direct and Indirect Forces

To attack the mind and will of your competitor’s CEQ, you must
employ both the direct force, Cheng, and the indirect force, Ch’i.

8 The force which confronts the enemy is the normal [Cheng];
that which goes to his flanks the extraordinary [Ch’i]. No com-
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mander of an army can wrest the advantage from the enemy
without extraordinary forces. (V.3 Li Ch’iian)

When you attack a competitor solely with a direct attack, you only
strengthen its resistance, both physically and mentally. Your attack is
landing where it is expected. There is no element of surprise and
therefore the competition is balanced and prepared to receive your
blows. You cannot succeed in this fashion.’

Thus, it is essential to mix both the direct attack and the indirect
attack together to overcome your competitor. The direct attack is the
one the competition expects, and it focuses the attention of its execu-
tives in the wrong place; the indirect attack then lands, surprising them
and throwing them off balance. When off balance, they cannot respond
effectively, allowing you to exploit the situation to achieve total victory.

There is a type of glass shaped like a tadpole and named ‘‘Prince
Rupert drops.” It is formed by allowing drops of molten glass to fall
into a body of water or oil. Named after a seventeenth-century prince
who was impressed with its attributes, one can smash these glasses on
their heads with a hammer and they will not break. However, barely
touch their tails and they explode into a million pieces.” In essence, this
is the difference between the direct and the indirect approach. One can
exert great force directly on your competitor and nothing happens, but
hit the right spot indirectly and the result is victory. Remember, the
goal of combining the direct and indirect forces is not to nibble away
at your competitor’s physical strength bit by bit, but to coordinate your
forces most effectively to deliver a series of stunning psychological blows
from which your competitor will not recover.

@ Generally, in battle, use the normal force to engage; use the
extraordinary to win. (V.5)

In the fall of 1942, the German Sixth Army was attacking Stalin-
grad, hammering away at the Soviet forces who were tenaciously trying
to hold the city. Hitler, fixated by the political and psychological im-~
portance of the place (after all, it was named after the Soviet dictator),
ordered that all means necessary be taken to capture it. The Germans,
giving up the superior mobility provided by their tank forces, concen-
trated their armored groups in the city for street-to-street fighting. The
toll on the Sixth Army was enormous, and the direct attacks into fierce
Soviet resistance bled the Germans dry. By November 1942, the Ger-
mans were exhausted.
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FIGURE 5.1 Soviet counterattack at Stalingrad.

Not so the Russians. On November 19, the Soviets unleashed a
huge offensive aimed at destroying the Sixth Army. However, it did
not attack directly through Stalingrad. Instead, the attack was indirect,
unleashed at the German flanks, which the Nazis had weakened
to support their direct attacks on the city (see Figure 5.1). Guarding
these flanks were poorly led units from Rumania, Hungary, and Italy,
Germany’s allies. Unable to stand up to the Russian steamroller, they
were overrun. Germany’s Sixth Army was soon surrounded, and in
early 1943 it surrendered. The 280,000 men, of which 200,000 were
casualties, were a huge loss from which Germany would never re-
cover.’

Examine the Soviet attack closely. In their offensive to relieve Sta-
lingrad and destroy the German Sixth Army, the Soviets used the direct
approach to fix the attention of the Germans and the indirect to finish
them. They understood their enemy’s preoccupation with Stalingrad
and used it to lure them into a trap. With their opponents fixated, the
Soviets sprung the trap with an indirect attack on the German flanks,
gaining total victory.

® He who wishes to snatch an advantage takes a devious and dis~
tant route and makes of it the short way. He turns misfortune to
his advantage. He deceives and fools the enemy to make him
dilatory and lax, and then marches on speedily. (VII.3 Tu Mu)
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The key to successfully using a combination of both approaches is
to take the line of attack the competition least expects. For instance, if
you believe your competitor expects your attack in the Australian mar-
ket in one product category, you might follow through with such a
movement. However, you do so only to mask a more substantial blow
in a more important product category in Germany.

One can even combine the use of both approaches to repel an
attack. In 1991, Southwest Airlines moved into the California short-
haul travel market and introduced $s9 fares. In a few short months,
full-fare airlines such as United, American, Delta, and USAir either
scaled back operations significantly or left the market altogether, leaving
Southwest with §2% of the market. None of them had the ability to
match Southwest’s low-cost fares or value to the customer.

In 1994, United Airlines decided to return. In what Southwest’s
CEO Herbert Kelleher termed “a frontal assault,” United introduced
their Uz program, with the promise of low fares combined with better
service and a broader frequent flyer program. That U2 plan called for
United to reallocate Boeing 737s to the U2 campaign to increase the
number of short-haul flights and then expand the short-haul service to
other parts of the country should this attack on Southwest in California
prove successful. United preferred not to heed the advice of America
West Airlines President Maurice Meyers, who said, ‘““T'aking on South-
west head to head is unwise for anyone.” Instead, United was betting
that it could match Southwest’s lower cost per mile.

Rather than responding directly to United’s head-on assault by cut-
ting fares even lower, Kelleher decided on a three-pronged counter-
attack plan that mixed direct attacks with indirect ones. First, he would
reduce Southwest’s costs further by utilizing the ticketless system of
newly acquired Morris Air and making a deal with his pilots that ex-
changed stock options and profit-related bonuses for pay cuts. These
moves cut Southwest’s costs by hundreds of millions of dollars and
would make it difficult, if not impossible, for United to match South-
west’s cost structure. Next, Kelleher launched an indirect attack on
United’s full-fare short-haul routes in California. Finally, Kelleher re-
leased another indirect attack by starting new flights targeted at United’s
profitable long-haul routes.

“To the degree that Uz tries to take passengers from our short-
haul, then we will certainly share with them some of their long-haul
passengers. This is not a threat; it’s a promise,” said Ed Stewart, South-
west’s spokesperson.

To better understand the effectiveness of Southwest’s counterattack,
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it is best to look through the microscope at Sacramento’s Metro Airport,
where a key battle in the war between the two airlines was fought.
Before the U2z attack, United had nineteen full-fare flights leaving
Metro daily—four each to Los Angeles, Chicago, Denver, and Seattle
and three to Portland.

Also in 1994, Southwest had thirty-one flights leaving Metro
daily—all discounted. As Kelleher’s strategy dictated, Southwest in-
creased the number of its flights to forty-eight, targeting four against
United’s full-fare flights to Portland, three against United’s full-fare
flights to Seattle, and five against United’s flights to Los Angeles.

The results? While United did increase its market share in 1995 at
Metro and claimed to be making a profit on the short-haul flights, it
killed two of its full-fare flights to Portland and two to Seattle. This
dropped United back to nineteen flights, the same number it had in
1994. But rather than having nineteen full-fare flights as it did in 1994,
United had only seven full-fare and twelve low-fare in 1995. Perhaps
most important, United dropped its plans to expand the U2z program
to the rest of the country.

Meanwhile, Southwest Airlines was flying twice as many passengers
as United and grew its passenger volume at Metro faster than United
(Southwest’s increased 29% while United’s grew 25%. Keep in mind
that Southwest’s growth came oftf a much larger base!)*

As this example illustrates, too often Western thought and logic
builds off the idea that the shortest distance between two points is a
straight line. However, in strategy, the shortest distance to achieving
your business goal may end up being a more circuitous route.

In 1995, United Airlines was betting on bagging an additional $200
million in sales by gaining landing rights at London’s Heathrow Airport
from its Chicago terminal. Crucial to completing United’s move was
the success of the negotiations between the governments of the United
States and the United Kingdom. The bargain traded Heathrow landing
rights to United in exchange for Philadelphia landing rights for British
Airways. Unfortunately for United, the negotiations broke down due
to an indirect approach used by American Airlines. By asking for
Heathrow landing rights as well, American changed the negotiated deal.
In return for gaining additional landing rights for American, the U.S.
negotiators offered to let U.S. government employees fly on British
Airways. Feeling that this was not an equitable trade, the British backed
out. When asked later, American executives stated that getting Heath-
row landing rights was of less interest to them than stopping United
from getting the additional $200 million dollars in revenue.’
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One should also use the indirect approach to attack competing
managers’ emotions. On January 31, 1968, the North Vietnamese and
the Viet Cong launched the Tet Offensive, named after the Vietnamese
New Year. This massive offensive marked a shift in communist strategy,
moving from a protracted guerilla hit-and-run war to trying for victory
with one conventional attack composed of large units. Commando units
attacked key government and American buildings in large cities and
battalion-sized units attacked thirty major towns and seventy smaller
ones. Roughly 60,000 troops were thrown at the South Vietnamese
and their American allies.

It appears that a key goal of the communist offensive, in addition
to dealing a physical blow to their enemies’ armies, was to deal a mental
blow to the minds of the American people. Without their support, the
communists knew that South Viet Nam’s war effort would fall apart.

The physical blow proved a total failure. American forces combined
with the Army of the Republic of Viet Nam to savage the communists.
Together they took back every major city and inflicted casualties large
enough to keep the communist forces off the battlefield for months.

However, the communists’ indirect attack on the mind and will of
the American people was very successful. Even though their conven-
tional forces had been destroyed militarily, the televised commando
assault on the American embassy, combined with footage of heavy
fighting, convinced Americans at home that the war would drag on
indefinitely. This indirect, psychological assault on their opponent
eventually led to the withdrawal of American forces and the final de-
struction of the South Vietnamese government.’

As the Tet Offensive example shows, the indirect approach can be
used successfully to attack your competitor’s mind. Therefore, to shape
the competition, you must know how to use the emotions of its man-
agement to make them conform to your plans and commit errors in
strategy.

For example, by moving into the network-operating-system busi-
ness, Novell’s main market, Microsoft was able to force Novell to react
to its moves.

# Should one ask: “How do I cope with a well-ordered enemy
host about to attack me?”’ I reply: ‘‘Seize something he cherishes

and he will conform to your desires.” (XI.28)

In early 1994, Novell’s CEO made a series of acquisitions in a
hodge-podge response to Microsoft’s strategy. Novell purchased several
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software companies in order to battle Microsoft in both the application
suite and operating systems businesses, two areas of strength for the
latter company. These acquisitions totalled over $1.8 billion. “Without
question, our major competition is Microsoft,” said Novell’s CEO.

However, many in the computer industry questioned Novell’s
strategy of focusing so heavily on Microsoft and acquiring a series of
businesses to defeat it. Not only were people in the industry wondering
aloud, but the stock market wondered as well. Novell’s stock traded
16% lower immediately after one merger was announced.

m Anger his general and confuse him. If the general is obstinate
and prone to anger, insult and enrage him, so that he will be
irritated and confused, and without a plan will recklessly advance
against you. (I.22 Sun Tzu and Chang Yii)

Why did Novell chose this path? It may be that Novell’s CEO let
bitterness left over from two failed merger attempts with Microsoft get
the upper hand, leading emotion to overrule good business sense.

® Heart is that by which the general masters. Now order and con-
fusion, bravery 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. (VIL.20 Chang
Yit)

Perhaps Microsoft’s thrust at the heart of Novell’s business forced
Novell to respond in such a fashion. Perhaps it was the ability of Mi-
crosoft to anger Novell’s CEO. Either way, it appears that Microsoft
was able to shape Novell’s strategy at will, to Novell’s detriment.”

B A sovereign cannot raise an army because he is enraged, nor can
a general fight because he is resentful. For while an angered man
may again be happy, and a resentful man again be pleased, a state
that has perished cannot be restored, nor can the dead be brought
back to life.

Therefore, the enlightened ruler is prudent and the good general
is warned against rash action. Thus the state is kept secure and
the army preserved. (XII.18-19)
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Immediately after the retirement of Novell’s CEO in 1994, Novell’s
new CEO, Robert Frankenburg, moved away from attacking Microsoft
head-on. He discontinued work on a project to clone Microsoft’s DOS
operating system, sold off the recently purchased UNIX operating sys-
tem business, and halted work on another project aimed at competing
directly with Microsoft. The one-year purchase and sale of the UNIX
business unit alone caused a $270 million write-off by Novell.*

To be most effective, the direct and the indirect approaches must
be employed in endless combination. The master strategist’s creativity
must know no bounds.

8 In battle there are only the normal and extraordinary forces, but
their combinations are limitless; none can comprehend them all.
The musical notes are only five in number but their melodies
are so numerous that one cannot hear them all. (V.11; 8)

For example, you may combine indirect geographic assaults with
psychological ones; by hitting a foreign competitor in their home mar-
ket you may forestall their attack into your own.

Unfortunately, too often little time is spent on building a creative
strategy. It is too easy to order a direct attack and then move on to
another business problem. However, what executives are paid for is not
only their ability to operate a company well on a day-to-day basis, but
to build a strategy that will win in the long term.

® Now the resources of those skilled in the use of extraordinary
forces are as infinite as the heavens and earth; as inexhaustible
as the flow of the great rivers. (V.6)

‘What if your indirect approach fails to surprise the competition and
its executives correctly perceive your indirect attack as the main blow?
Move swiftly to change the weight and focus of the attack, turning Ch'’i
into Cheng.

® I make the enemy conceive my normal force to be the extraor-
dinary and my extraordinary to be the normal. Moreover, the
normal may become the extraordinary and vice versa. (V.3 Ho
Yen- hsi)

If your indirect attack is failing yet your direct assault has met with
success, put your resources behind the direct one. Reinforce success
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and starve failure! While you cannot completely control each individual
engagement, you must influence and control the general course of the
entire campaign. Thus, by combining direct and indirect forces, you
present your competitor with no good options. They are left with no
alternatives that have positive outcomes. If you use these approaches
correctly, your competitor will have no choice but to submit.

® For these two forces are mutually reproductive: their interaction
as endless as that of interlocked rings. Who can determine where
one ends and the other begins? (V.12)

By utilizing Cheng and Ch'’i interchangeably, you will be able
to shape your competition and successfully destroy its ability to op-
pose you.

B He who knows the art of the direct [Cheng] and the indirect
[Ch’i] approach will be victorious. (VIL.16)

Using Bait To Shape Your Competitor

Another way to shape your competitor and make it conform to your
desires is to entice its executive team with bait.

B Thus, those skilled at making the enemy move do so by creating
a situation to which he must conform; they entice him with
something he is certain to take, and with lures of ostensible profit
they await him in strength. (V.20)

In 1866, soldiers of the U.S. Army were in the process of building
and defending a lonely outpost in Wyoming Territory named Fort Phil
Kearny. In the midst of hostile Sioux, Cheyenne, and Arapaho war-
riors, the soldiers did their best to build and provision the fort. The
detachment that went out to gather wood was often the target of attacks
and the troopers that manned it were frustrated. They were being
picked off one by one and the relief party was unable to retaliate ef-
fectively.

So it was with great glee on December 21 that the relief party from
the fort saw a chance to get revenge. Hearing gunfire from the wood
train and seeing ten of the enemy within reach, eighty-one troopers
vied with each other to catch them. The ten warriors did their best to
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stay only a little way ahead of the cavalrymen, stopping when necessary
to let them catch up.

When the soldiers crossed Peno Creek, the trap was sprung. Two
thousand warriors under the command of the great Sioux leader, Crazy
Horse, attacked the troopers. In bitter hand-to-hand fighting, not a
single soldier was left alive. The Fetterman Massacre, named after the
leader of the detachment, was history.®

From a business perspective you might use similar tactics. To lure
away a competitor from attacking a market you are interested in, you
could make statements to the effect that you find another market very
alluring, even though you have no intention of entering it. Another
tactic could be to withdraw from one market, allowing your competitor
to reap a short-term profit there, in order to distract it from a larger,
more profitable long-term market. Or you might even consider a small
alliance with that competitor to enter the poorer market as a means of
diverting it away from your chosen markets. Thus, by luring the com-
petition toward other markets, you keep it out of your chosen ones.

B One able to make the enemy come of his own accord does so
by offering him some advantage.

Thus, march by an indirect route and divert the enemy by en-
ticing him with a bait. So doing, you may set out after he does
and arrive before him. One able to do this understands the strat-
egy of the direct and the indirect. (VI.3; V.3)

Holding Strategic Positions

Another way to shape your opponent’s moves is to hold a strategic
position in the industry.

# If you are able to hold critical points on his strategic roads the
enemy cannot come. Therefore Master Wang said: ““When a cat
is at the rat hole, ten thousand rats dare not come out; when a
tiger guards the ford, ten thousand deer cannot cross.” (VL3
Tu Yu)

There are several types of strategic high ground to hold. They can
be positions that are the most profitable in the industry, allowing you
to build resources. They could be technology chokepoints that ensure
you competitive advantage. They may be positions on industry boards
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and organizations that enable you to influence the future direction
of the industry. They may be strongholds created by attracting key
decision-makers in the customer’s buying process.

The positions that are the most profitable are those that provide
the most value to the customer. For example, the explosive growth of
the Internet in the mid-1990s offered several opportunities for com-
panies to find positions of value. Companies that created user interfaces
to search the Internet for information were seeking a place to provide
value. Other companies focused on compressing huge amounts of data
for travel over the infobahn, offering security to users of the data, sup-
plying the information itself, or giving people with the ability the op-
portunity to conduct business electronically over the Internet.”

Owning key technology, such as controlling crucial patents, also
allows you to shape your competitors. When the invention of “instant”
photography created a new market segment, Polaroid was able to force
Kodak out of it by owning and controlling ten crucial patents.”

Hewlett-Packard’s success in inkjet printers was facilitated by hold-
ing numerous, important patents in that arena. Rigorous research and
development combined with patenting as many findings as possible gave
Hewlett-Packard control of a very strategic position. As Japanese com-
petitors tried to catch up to Hewlett-Packard’s lead in inkjet technol-
ogy, they were stymied time and again by Hewlett-Packard’s lock on
key patents.

For example, as Citizen Watch Company moved to develop better
print heads, they ran into fifty patents already held by Hewlett-Packard
in that subtechnology, forcing them to go back to the drawing board
several times to find a way around this strategic bottleneck. Obviously,
this caused them to fall further and further behind as Hewlett-Packard
continued to perform more research and capture new patents.”

® When one man defends a narrow mountain defile which is like
sheep’s intestines or the door of a dog house, he can withstand
one thousand. (V.25 Chang Yi)

Another tactic for utilizing a strategic position is to capture a key
decision-maker in the buying process. Federal Express does this by
earning the loyalty of corporate secretaries through a periodical called
“Via FedEx.” The free magazine has over one million readers and is
focused on helping secretaries improve their job performance. Corpo-
rate secretaries are a strategic customer set to capture, since they are
often the ones who determine when a package should be sent overnight
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and which carrier to use. This move by FedEx appears to have paid
off; a third of those who read it say they have increased their usage of
Federal Express as a result of the magazine.*

Owning retailer shelf space is another way to hold a strategic po-
sition. Because of the strength of its brands, Anheuser-Busch sales rep~
resentatives can often convince stores to shelve its products widthwise
rather then lengthwise. This gives products such as Budweiser 50%
more “facing” to the customer than its competitors.™

You can also box in your competition by repositioning them and
turning their strengths into weaknesses. Coke’s strength was its identity
as the classic American soft drink, formed by decades of advertising and
market presence. Pepsi turned this strength into a weakness by coming
out with the “Pepsi Generation” theme. This positioned Pepsi as the
drink of the young (and fashionable) and Coke as something that only
older (and not so fashionable) people drank. Coke’s reputation as Amer-
ica’s traditional drink was used against it. By this method Pepsi was able
to gain share at Coke’s expense.”

Another means of controlling a strategic position is to hold a dom-~
inant place on a board or commission that influences the future of your
industry. For instance, Herb Kelleher, CEO of Southwest Airlines, is
the most prominent member of a congressional commission created to
chart the future of the airline industry into the next century. Certainly
this puts him in a position to fashion the future to the benefit of his
company.”

® [The Hegemonic King] breaks up the alliances of All-under-
Heaven and snatches the position of authority. He uses prestige
and virtue to attain his ends. (XI.53 Ts’ao Ts’ao)

Leaving A Way Out

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.

® Do not press an enemy at bay. Prince Fu Ch’ai said: “Wild
beasts, when at bay, fight desperately. How much more is this
true of men! If they know there is no alternative they will fight
to the death. (VIL.32 Sun Tzu and Tu Yu)
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Obviously, before launching an attack, you must determine how
you would like events to play out. Do you intend to gain enough
market share to control a new segment and push another competitor
quietly out of the way? Or do you plan on totally defeating your com-
petitor?

In January 1943, at the Casablanca Conference in Africa, Winston
Churchill and Franklin D. Roosevelt, the two strongest Western Allied
leaders, declared an ““unconditional surrender” policy against Nazi Ger-
many. This policy stated that no agreement short of total and complete
surrender by the Germans was acceptable. While this declaration was
very well received by the public, it is questionable whether it was good
strategy.

Many prominent historians, supported by insights gained after
World War II, have stated that the Allies’ unconditional surrender pol-
icy made the Germany Army continue to fight for two and a half years
longer than necessary. This is because the German Army saw no chance
of negotiating a surrender that would allow Germany an honorable
peace.

Had the Allies provided an offer that allowed more favorable terms,
it is quite possible that the German Army may have overthrown Hitler
and the Nazis in hopes of achieving good peace terms. This would have
ended the war much earlier, with a great deal less death and destruction
on all sides. Just as important, it would have avoided the projection of
Soviet power into Central Europe, which resulted in the domination
and subjection of those small countries by communism for fifty long
years."”

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?

Studies of the very competitive U.S. airline industry have borne
out this logic. The research showed that the more public an attack was
and the greater the defender relied on a market for survival, the more
likely it was that the defender would respond and respond aggressively.**

In almost all cases, it is better to make it easy for your competitor
to give up the share and exit as gracefully as possible, thereby reducing
the amount of resources you must expend opposing it. Rarely is it
worth the significant effort or resources to attempt to totally defeat a
competitor.
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® To a surrounded enemy you must leave a way of escape.

When Ts’ao Ts’ao surrounded Hu Kuan he issued an order:
““When the city is taken, the defenders will be buried.” For
month after month it did not fall. Ts’ao Jen said: ‘“When a city
is surrounded it is essential to show the besieged that there is a
way to survival. Now, Sir, as you have told them they must fight
to the death everyone will fight to save his own skin. The city
is strong and has a plentiful supply of food. If we attack them,
many officers and men will be wounded. If we persevere in this
it will take many days. To encamp under the walls of a strong
city and attack rebels determined to fight to the death is not a
good plan!” Ts’ao Ts’ao followed this advice, and the city sub-
mitted. (VIL31 Sun Tzu and Ho Yen-hsi)

Alliances

There is more to shaping your competitor than knowing direct and
indirect approaches. To weaken your competition and fortify your po-
sition, you must influence the dynamics of the alliances in your indus-
try. By careful reading of The Art of War, one finds six rules to follow
in the area of alliances (see Figure s.2).

To increase your probability of success, you must prevent your
competition from combining to oppose you. This can be done by forc-
ing them to consider the consequences of opposing you.

# Now when a Hegemonic King attacks a powerful state he makes
it impossible for the enemy to concentrate. He overawes the
enemy and prevents his allies from joining him. (XI.52)

To illustrate, it is useful to compare two models of alliances from
times past—those of the Romans and the Aztecs. The Romans were
able to create and maintain an empire of client states very successfully
for several hundred years. They achieved this through military prowess,
sophisticated diplomacy, and by bestowing the benefits of civilization
on those they ruled. This combination of power and progress served
Rome well during its life-and-death struggles with the other Mediter-
ranean power, Carthage.

‘When Hannibal, the Carthaginian general, came marching over the
Alps into Italy, a key element of his strategy was to turn Rome’s allies
against her. Hannibal thought that if he could defeat the Roman legions

104



EMPLOYING STRATEGY TO MASTER THE COMPETITION

Prevent your competitors from combining to oppose you.

If powerful alliances exist, avoid attacking them.

If you must attack, first separate your competitor from his allies.
Make skillful use of your own allies.

Do not choose the wrong allies.

R

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

FIGURE 5.2 Six rules of alliances.

in the field, he would be successful in bringing Rome’s allies over to
his side.

Hannibal defeated Roman generals numerous times in battle, de-
stroyed several Roman legions, and marched unhindered throughout It-
aly. At the battle of Cannae he defeated a disciplined Roman army of
86,000 men with an army only half its size, composed primarily of mer-
cenaries. Of the 86,000 Romans he fought, 16,000 left the field alive.
Hannibal’s army suffered only 6,000 casualties, and in military history the
Battle of Cannae became synonymous with total and crushing victory.

However, even with victories like Cannae, Hannibal could not
convince Rome’s allies to turn against her. He was unsuccessful because
these allies weighed the balance of benefits Rome could provide against
the potential damage she could inflict, and chose to stand by Rome.
This ultimately led to Hannibal’s lack of success in Italy and, eventually,
the defeat and destruction of Carthage.”

The Aztec view of alliances was quite different from that of the
Romans. When Hernando Cortez arrived in Mexico in 1519, the Aztec
empire had existed for hundreds of years. However, the Aztecs main-
tained power not by a combination of power, diplomacy, and the ben-
efits of an advanced civilization, but by dominating their tribal allies.
For example, when the great pyramid temple of Tenochtitlan was ded-
icated, over 20,000 captives from the subordinated tribes were sacrificed
to please the Aztec gods. Obviously, this type of behavior did not en-
dear the Aztecs to their erstwhile allies.

Therefore, when Cortez arrived and demonstrated his prowess in
battle, fierce tribes like the Tlaxcalans were only too eager to join him
in challenging the Aztecs. Though formerly allies of the Aztecs, these
tribes saw an enticing opportunity for retribution. Cortez was just as
eager to use them to defeat the Aztecs, and combined with his tribal
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allies for the final assault on and capture of the Aztec capitol of Te-
nochtitlan in 1521. ’

Roman policy included exuding power and bestowing benefits,
while Aztec policy was to dominate, thereby creating resentment. This
resentment led to Aztec allies combining with an outside force to fight
against Aztec domination. Thus, while it took several civil wars, nu-
merous barbarian invasions, and hundreds of years for the Roman em-
pire to decline and fall, it took only two years for the Aztec empire to
crumble.*

Microsoft in mid-1995 appeared to be at a similar position as the
Aztecs were when Cortez arrived. The perception of many executives
in the computer industry was that of a dominating Microsoft monop-
olizing the future of software and the information highway. This per-
ception led to a backlash against the Redmond, Washington, company.
Although obviously there had been no human sacrifices at the opening
of a Microsoft building, many software, hardware, and online services
company executives did feel that Microsoft had in the past or was in
the future willing to sacrifice their firms in pursuit of its market growth.
This resentment resulted in a flurry of accusations and lawsuits between
Microsoft and its rivals, and eventually culminated in investigations and
antitrust suits by the Federal government of Microsoft’s business prac-
tices.

The Justice Department began investigating Microsoft in 1993 and
in 1995 came to an agreement with them to change some of their
business practices. However, a new investigation was then begun into
Microsoft’s plan to bundle its online service with its new Windows 95
product. Then, on April 27, 1995, the Justice Department also filed an
antitrust suit against Microsoft over their proposed acquisition of Intuit,
a provider of personal-finance software that held 80% of that market.
By May 22, Microsoft dropped its plans to acquire Intuit, losing $46
million on the deal.

Apple Computer piled on, filing suit against Microsoft in 1995 for
allegedly duplicating Apple’s proprietary programming code. Apple also
charged Microsoft CEO Bill Gates with ‘bullying” its executives by
threatening to deny Apple access to critical Microsoft programming
code unless Apple dropped a prior suit against Microsoft. America On-
line, a company that provides online services to consumers, threatened
to bring a private antitrust suit against Microsoft over their plans to
bundle online services with their operating systems.

As a result of all this and the fact that other companies joined in
to complain about Microsoft’s business practices, Microsoft was posi-
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tioned negatively in numerous press articles. Furthermore, in at least
one other instance, Microsoft dropped plans to make an acquisition to
avoid another challenge from the Justice Department. All these attacks
by former allies, combined with the Justice Department playing the role
of Cortez, disrupted Microsoft’s plans in the industry. As Mike Maples,
Microsoft’s executive vice president, said about the decision to give up
pursuing Intuit, “Over the last seven months, we have been hamstrung
in our ability to work with partners and develop a strategy. The pros-
pect of being limited for another 12 months didn’t seem like a rational
decision.”

The lesson to be learned from these examples is, in your quest for
market share growth and determining the evolution of your industry,
you should avoid acting in a manner that allows alliances of your com-
petitors to form in the process.”

The second rule of alliances is, if you are faced with a competitor that
has strong allies, you must avoid attacking them.

| It follows that he does not contend against powerful combina-
tions nor does he foster the power of other states. (XI.53)

In two world wars, Germany took on almost all the other major
powers essentially by herself. In World War I, Germany was opposed
by Britain, France, Russia, the United States, and Italy. Her major allies
were very weak; Austria and Turkey were more of a hindrance than a
help. Only in the spring of 1918, when the Allied strength had ebbed
(Russia had been knocked out of the war and America had yet to make
her presence felt) did Germany come close to winning the war.

In World War II, Germany was one of the Axis Powers, along
with Italy and Japan. However, the Axis was not much of a working
alliance. Italy only attacked France once Mussolini realized that Ger-
many was going to defeat the French Army, and Germany never co-
ordinated her moves with Japan to any degree. Had Germany chosen
to work closely with Japan, they could have cooperated to knock the
Soviet Union out of the war, perhaps forcing Britain to capitulate be-
fore the United States could enter the fray. However, rather than co-
ordinating with her allies to defeat their opponents one by one,
Germany instead chose to create a new enemy and a stronger enemy
alliance by declaring war on the United States immediately after Japan
attacked Pearl Harbor. You must not make the same mistake; avoid
attacking powerful alliances at all times.
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It follows that, before launching an attack, you should find ways to
separate your competitor from its allies.

m Next best is to disrupt his alliance:
Do not allow your enemies to get together.

Look into the matter of his alliances and cause them to be sev-
ered and dissolved. If an enemy has alliances the problem is grave
and the enemy’s position is strong; if he has no alliances the the
problem is minor and the enemy’s position weak. (IIL.5 Sun
Tzu, Tu Yu, and Wang Hsi)

In the Persian Gulf War, the United States and Great Britain per-
formed an amazing feat in creating the Coalition to defeat Saddam
Hussein. Working bilaterally and through the United Nations, they
created an alliance of forty-six countries; eighteen provided military
forces and twenty-eight provided nonmilitary support and/or financial
aid. The former included such countries as France, Saudi Arabia, and
Syria, while the latter included the likes of Japan, Finland, and Sierra
Leone. Keeping this very diverse group of countries together, each with
very different national interests and varying levels of public support for
the war, was extremely difficult. The leader of Iraq knew this.

Saddam Hussein also knew that, if he could break up the Coalition,
he would have a chance at avoiding war and keeping Kuwait.
Therefore, in one of the few strategic moves Hussein performed that
made sense, Saddam focused on splitting the alliance.

Hussein’s plan to break up the Coalition was based on bringing
Israel into the war. If he could do that, many of the Coalition’s Arab
nations would have to seriously consider ending their participation in
the war, since they could not be seen as being allies of Israel. Saddam
realized that this was the weak spot of the Coalition.

Hussein’s tool to bring Israel into the war was the Scud missile. By
firing forty Scuds at Israel, Hussein hoped to force the Israelis to retaliate
against Iraq.

As Scuds fell in Israeli cities, sirens screamed as their warheads det-
onated. Israeli women and children were filmed donning gas masks to
protect themselves from the possibility of toxic chemicals being released
from the warheads. The pressure on the Israeli government to retaliate
was enormous. It was only by putting the destruction of the Scud
launchers as a top priority, quickly deploying Patriot missiles to Israel
to shoot down incoming Scuds, and practicing fancy diplomatic foot-
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work that the Coalition was able to keep Israel out of the war and the
alliance together. Saddam was almost successful in his effort to “disrupt”
his enemy’s alliance.

In the business world, BMW was more successful than Saddam
Hussein. BMW’s surprise takeover of Britain’s Rover Group in 1994
severed Honda’s close alliance with Rover. Honda owned a 20% stake
in the company and its long-term strategy was to use Rover as a spring-
board into Europe. In this manner, Honda would grow its low-share
position in Europe. Instead, when BMW moved quickly to merge with
Rover, it was BMW that increased its share of the European car market,
instantly doubling it. Honda executives were left aghast; its European
strategy was in shambles. In the end, Honda wound up selling its stake
in Rover and was forced into rethinking its European strategy.”

#® When he is united, divide him.

Sometimes drive a wedge between a sovereign and his ministers;
on other occasions separate his allies from him. Make them mu-
tually suspicious so that they drift apart. Then you can plot
against them. (I.25 Sun Tzu and Chang Yi)

You may even consider making allies of former competitors. The
U.S.railroad industry has recovered partly because of its ability to create
an alliance with its former rival, the trucking industry. The emergence
of intercity trucking almost drove the railroads out of business, due to
its greater flexibility and lower costs. However, the railroad industry
made a comeback. In 1994, the railroad industry was back to carrying
40% of the country’s intercity freight, improved productivity 157% be-
tween 1983 and 1992, had seven record years of freight shipments in a
row, and was earning more than it had in the past sixty years. In 1993,
the railroads hired 1,300 locomotive engineers and bought 600 new
locomotives, twice the number of the year before. Many actions con-
spired to bring this about, but a major one was the introduction of
“intermodal freight” carrying, the use of railroads to ship truck trailers
on flatbed cars. Between 1983 and 1993 it had grown 60% and had
reduced expenses for both industries.”

In the late 1960s the National Football League utilized a similar
strategy to deal with their competitor, the American Football League.
Instead of continuing to compete, the two leagues combined to create
the spectacle of the Superbowl. In the process, they propelled football
past baseball to become America’s number one sport. Both these ex-
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amples show that it is possible to make successful alliances with former
rivals. Therefore, do not limit who you consider as a potential ally.

Once you have created an alliance, you must make skillful use of your

allies.

® If one neither covenants for the help of neighbors nor develops
plans based on expediency but in furtherance of his personal aims
relies only on his own military strength to overawe the enemy
country then his own cities can be captured and his own state
overthrown. (XI.53 Tu Mu)

In contrast to the Germans, Great Britain has always sought allies
to help her win her wars (perhaps this is why there has not been a
successful invasion of Britain since William the Conqueror in 1066). In
World War 1I, Britain first allied with France. When France was
knocked out of the war, Britain appealed to the United States for war
materiel and received it through the Lend/Lease program. When Brit-
ain learned of Germany’s impending invasion of the Soviet Union, it
passed the information along to Stalin, along with offers of an alliance.
Although Stalin didn’t take the British offer at the time, he gladly ac-
cepted it when the German blitzkrieg sliced through Russian defenses
and drove toward Moscow.

Also in contrast to Germany and the Axis, the major Allied powers
(the United States, Britain, the Soviet Union, France and China) co-
ordinated several times on war policy and strategy. High-level discus-
sions between the very highest political and military leadership,
combined with joint operations at the small-unit level, led to a syner-
gistic effort to defeat the Axis.

In 1989, KIM Royal Dutch Airlines bought a 20% stake in the
American carrier Northwest Airlines. The goal of the alliance was to
link the routes of the two airlines to offer greater flexibility to world-
wide travelers and gain access to each other’s markets.

By 1995, it was clear that the alliance had paid off for both carriers.
After signing the open-skies agreement with the U.S. government,
KLM and Northwest were able to jointly set prices, perform joint tick-
eting, and market together. Combined revenues of KLM and North-
west made it the world’s third largest carrier in 1994. By this alliance,
KIM doubled its market share in Europe and achieved double-digit
growth in Asia and Latin America, increasing the amount of passengers
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it carries without increasing the number of its employees. Even more
impressive, it was able to earn excellent profits without laying off a
single employee. Northwest became profitable again, gaining access to
markets, such as Rome, that were off limits before the alliance. “We
sit down and conspire, we set prices, we share routes—it’s wonderful,”
said Michael E. Levine, Northwest’s marketing executive vice presi-
dent.**

Although one must make allies to survive and prosper, do not chose
poor allies just to have allies. A bad alliance is worse than none at all.
Germany’s alliance with Italy in World War II led to disastrous con-
sequences for Germany. Mussolini’s bungled invasion of Greece, done
without Hitler’s knowledge, forced Germany to divert troops to bail
out the Italians precisely at the time the German Army should have
been preparing for its assault on the Soviet Union. The time it took
for Germany to complete its ally’s failed attack and conquer Greece set
the Russian campaign back two months. This delay made it impossible
for the German Army to destroy the Red Army before the Russian
winter came, which in turn led to the terrible German defeat and retreat
from Moscow in 1941.**

Choosing poor allies is disastrous in business as well. September
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. For example, one source said
that Renault and Volvo engineers could not even agree on which way
the engine would face on a car they were building together. 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 diver-
sification and merger in a shambles. This 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.”’
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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 long useful.

® ] reward my prospective allies with valuables and silks and bind.
them with solemn covenants. I abide firmly by the treaties and
then my allies will certainly aid me. (XI.19 Chang Yii)

An alliance works when there is trust between the allies, true co-
operation, perceived fairness, and, most important, a mutual interest. It
is the mutual interest that should be the seed of the alliance.

Mutual interest results from having a good fit between the goals
and strategies of two or more companies. For example, they may both
want to band together in defense from an attack by another company.
They may want to ally because they have potentially synergistic capa~-
bilities that allow them to cut the costs of differentiating themselves
from competitors. Or they may want to work together to develop an
emerging market. Whatever the reason, for the alliance to flourish and
prosper, the mutual interest must be strong and lasting. If it is not, the
problems of having an ally will quickly overcome the benefits and
the alliance will fail.

In World War II, the mutual interest of the Soviet Union and the
Western Allies in seeing Nazi Germany defeated overcame problems of
mistrust, difficulties in long-distance cooperation, and perceptions of
unfairness in carrying the load. Given their past histories, each side had
reason to mistrust the other, coordination and cooperation was difficult
because of distances and differences in language and history, and the
Soviet Union felt it unfair that they were carrying the bulk of the
burden of the land war with Germany (roughly 80% of Germany’s land
forces were fighting against the Soviets from 1941 on). However, mu-
tual interest, supported by constant discussions and good-faith efforts,
kept the alliance intact.

Mutual interest was the driving force behind several mergers and
alliances between telecommunications companies and computer com-
panies to build the infrastructure and content for the information
superhighway. Mutual interest was also the driver behind mergers be-
tween companies who have strong balance sheets combining with com-
panies with weaker balance sheets to “deleverage” the latter and create
new value.

On September 30, 1993, Hanson PLC combined with Quantum
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Chemical Corporation. Quantum, which was losing money and had
only a BB debt rating, was a prime acquisition for Hanson, whose debt
rating was A. By refinancing Quantum’s 8 to 11% debt at Hanson’s 4
to $% rates, Hanson saved about $70 million. Although there were
other parts of the deal that made it attractive, the debt reduction was
an essential part of making it pay off.”

One must also know when to end an alliance. This is actually very
simple. You must do so when the mutual interest that created the
alliance no longer exists. If mutual interest fades, yet the alliance is
continued, the arrangement will still eventually end, often with acri-
mony and bitterness. As in all business deals, one should end an alliance
as gracefully as possible but end it nonetheless.

When considering making and breaking alliances, business leaders
would do well to follow the example of Great Britain. Britain’s over-
arching aim for hundreds of years was to keep any power from becom-
ing so dominant in continental Europe that they could threaten the
British Isles. This led Britain to make a number of alliances, each lasting
long enough to defeat the country that was attempting to become dom-~
inant. For example, in the 1820s Britain supported the Greek efforts
for independence from the Ottoman Empire but in the early 1840s she
allied herself with the Ottomans against Russia when Russia threatened
Britain’s interests. However, 1848 found Britain supportive of Russia’s
efforts to put down a rebellion in Hungary that threatened the status
quo. Later in the 1800s, Britain stood by when Prussia defeated Britain’s
former ally, Austria, because Austria’s weakness made her useless as an
ally. However, when Prussia threatened to gain primacy in Europe
in the early rgoos, Britain allied herself with France and Russia to
stop her.”®

In business, even the major Japanese corporations, known for their
close alliances, are recognizing that alliances that worked in the past
might not be right for the future. Forged before World War II, “kei-
retsu” alliances were made illegal by the Allies after the war, but then
reformed again. These alliances, composed of several large and small
Japanese firms, are combined with a major bank and export company
to form a constellation of companies aimed at increasing exports. The
tight keiretsu alliances have served Japanese industry very well by pro-
viding the capital and resources to drive exports. However, the advent
of increased international competition is beginning to make the benefits
of these locally oriented alliances questionable. More and more Japanese
firms, such as those in electronics and autos, are making alliances with

113



SHAPE YOUR OPPONENT

American companies and forsaking their partnership with other Japanese
companies to be part of the global alliances required to compete inter-
nationally.”

To shape your competitor you must know the six rules of alliances
and follow them. Break them at your peril.

Avoid Being Shaped

‘We have talked much about shaping your competition. It is also critical
that you avoid being shaped by your competition.

® The ultimate in disposing one’s troops is to be without ascer-
tainable shape. Then the most penetrating spies cannot pry in
nor can the wise lay plans against you. (VI.24)

To avoid being shaped by your rivals, you must avoid two things:
using the same tactic twice in succession and telling people how you
accomplished your success.

Using the same methods twice in a row is a cardinal sin in small-
unit tactics. For example, when a patrol is sent out into enemy territory
to scout, it should never come back to friendly lines using the same
path—it should return a different way. It should also avoid patrolling
an area using the same route at the same time every day. If it does, the
enemy will discern the pattern from observing its movements and ex-
ecute an ambush with deadly results.

You must learn from this. Do not do the same thing over and over,
Do not get into patterns or routines with your strategy or your tactics.
Otherwise, you will be an easy target for a corporate ambush.

Although he was in many ways great, Henry Ford, the founder of
the Ford Motor Company, relied too long on old formulas for success.
The Model T, the car that built Ford, was first produced in mass quan-
tities when Henry Ford introduced the assembly-line concept in his
factories in 1914. Although only 6,000 Model T Fords were sold in
1909, in 1914 Ford sold about 200,000. They sold for up to $1,000 in
1909; because of mass production, a Model T could be had for $260
by 1924.

To enable the miracle of the assembly process as well as produce
more cars faster, it was necessary to use black paint. Black paint dried
much more quickly than any other color; therefore, every car manu-
facturer used it. This fact led to Henry Ford’s famous statement, “You
can have any color car you want, as long as it’s black.”
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The invention of quick-drying paint by DuPont Company and its
instant adoption by General Motors in the early 1920s changed the
playing field. Using its wide variety of car models, introducing new
models each year, and capitalizing on new colors, GM’s new approach
put Ford’s venerable single-product strategy in the back seat. Even
though Ford Motor Company had produced more cars than the rest of
the world’s manufacturers in 1914, by 1927 General Motors had taken
away Ford’s lead in market share. Ford never regained it.**

B Therefore, when I have won a victory I do not repeat my tactics
but respond to circumstances in an infinite variety of ways.
(V1.26)

You also must not disclose the means by which you have been
successful. Be obtuse and unclear when people ask you for your meth-
ods. In this way no one can discern your strategy for winning:

@ It is according to the shapes that I lay the plans for victory, but
the multitude does not comprehend this. Although everyone can
see the outward aspects, none understands the way in which I
have created victory. (VI.25)

Remember, you do not owe it to your competitors to tell them
how you achieved success!

Finally, do your best not to let people know how successful you
have been. Keep a low profile and downplay your achievements; if
competitors see the fruits of your labors, they will most certainly come
after them. If you start playing up your own success, it may even lead
to a change in your behavior. It can be easy to become overconfident
when people tell you what a great job you have done and you will
become less open to ideas from others, thinking instead that you have
all the answers. Remember, when your hands are raised in victory and
self-congratulation, it is easy for someone to hit you where it hurts
the most.

Summary

To shape your competition, your strategy must utilize both direct and
indirect approaches, make the proper use of alliances, limit your com-
petitor’s moves, and take advantage of their executives’ emotions. You
must also ensure that you do not allow your company to be shaped.
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By combining direct and indirect approaches you can misdirect the
attention of your competitor’s managers, take them by surprise, put
them off balance, and then exploit your advantage. You must be very
creative and take the route least expected.

You can limit your competitor’s movements and make them con-
form to your desires by seizing key markets, customers, or patents, or
enticing that firm with bait. These moves, performed properly, will
play off the emotions of your competitor’s executives, leading them to
make mistakes.

By properly utilizing alliances, you can increase your strength while
decreasing that of the competition. You must sever or disable your
competitor’s alliances, bring their allies over to your side, choose the
right allies, and then maintain those alliances. Avoid attacking compet-
itors who have strong alliances that are not easily broken. To enter into
battle with poor allies against an strong array of foes is folly.

To ensure success, you must avoid being shaped. You should never
use the same tactic too long. You must avoid getting into routines or
patterns with your strategy.

® The flavors are only five in number but their blends are so var-
ious that one cannot taste them all. (V.10)

All this requires leadership, which is the subject of the next chapter.



6 » Character-Based Leadership
Providing Effective Leadership in
Turbulent Times

# And therefore the general who in advancing does not seek per-
sonal fame, and in withdrawing is not concerned with avoiding
punishment, but whose only purpose is to protect the people and
promote the best interests of his sovereign, is the precious jewel
of the state. . . . Few such are to be had. (X.19)

Truly, leaders of this caliber are unique and hard to find. As the passage
suggests, they 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 over-
lap and confusion.

* Make your strategy drive your organization, not the reverse.
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As you can see, Sun Tzu does not support a martinet-style of lead-
ership. 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. Let’s examine each of
his leadership imperatives in more detail.

Build Your Character, Not_Just Your Image

Much has been written in the last few decades about management
methods, devices, and tricks one can learn to manipulate people to do
what one wants."” However, little has been said about what true lead-
ership is really based on—character. The Art of War recognizes that, to
lead and command properly, a person must have certain character traits
and virtues.

B By command I mean the general’s qualities of wisdom, sincerity,
humanity, courage and strictness. . . . If wise, 2 commander is
able to recognize changing circumstances and to act expediently.
If sincere, his men will have no doubt of the certainty of rewards
and punishments. If humane, he loves mankind, sympathizes
with others, and appreciates their industry and toil. If coura-
geous, he gains victory by seizing opportunity without hesita-
tion. If strict, his troops are disciplined because they are in awe
of him and are afraid of punishment. (I.7 Sun Tzu and Tu Mu)

In business there are many unknowns. Therefore, wisdom is im-
portant, 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 cru-
cial 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 exe-
cuted successfully. All these traits are a manifestation of a strong, posi-
tive, and well-developed character.

® Now the general is the protector of the state. If this protection
is all~embracing, the state will surely be strong; if defective, the
state will certainly be weak. (II1.18)
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Integrity Justice

Maturity Self-improvement
Will Assertiveness
Self-discipline Empathy
Flexibility Sense of humor
Confidence Creativity
Endurance Bearing
Decisiveness Humitity
Coolness under stress Tact

Initiative

FIGURE 6.1 Leadership traits desired by U.S. Army.

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 facade, 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.

m Shen Pao-hsu. .. said: “If a general is not courageous he will
be unable to conquer doubts or to create great plans.”

It is the business of a general to be serene and inscrutable, im-
partial and self-controlled. If serene, he is not vexed; if inscru-~
table, unfathomable; if upright, not improper; if self-controlled,
not confused. (1.7 Tu Mu; XI1.42 Sun Tzu and Wang Hsi)

After the leadership problems it experienced in Viet Nam, the U.S.
Army regained interest in creating leaders with character. Field Manual
22-100, titled Military Leadership,was written specifically to communi-
cate to the ranks what leadership is and how one becomes a leader.
Chapter Five of the manual discusses character traits desirable in a leader
and developed a list somewhat longer, but very similar to that of Sun
Tzu’s (see Figure 6.1).

‘What business would not want its executives and managers to pos-
sess all these traits? A company peopled with leaders who have these
abilities and business acumen as well would be extremely successful and
a boon to society. Its products and services would be successful, its
customer relations positive, and its ethical dealings an example for other
companies and organizations.
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W Those who excel in war first cultivate their own humanity and
justice and maintain their laws and institutions. By these means
they make their governments invincible. (IV.15 Tu Mu)

As Military Leadership further states, a good leader is one who not
only has the above traits, but also has the self-discipline to adhere to
personal values and whose actions are consistent with those values. Just
as important, good leaders do not exhibit character flaws that hurt the
organization, such as indecision, deceit, cowardice, and selfishness. The
Art of War agrees.

@ There are five qualities which are dangerous in the character of
a general.

e If reckless, he can be killed; A general who is stupid and
courageous is a calamity.

¢ If cowardly, captured; One who esteems life above all will
be overcome with hesitancy. Hesitancy in a general is a
great calamity.

* If quick-tempered you can make a fool of him: An
impulsive man can be provoked to rage and brought to his
death.

¢ If he has too delicate a sense of honour you can calumniate
him; One anxious to defend his reputation pays no regard
to anything else.

* If he is of compassionate nature you can harass him; He
who is humanitarian and compassionate and fears only
casualties cannot give up temporary advantage for a long-
term gain and is unable to let go this in order to seize that.

Now these five traits of character are serious faults in a general

and in military operations are calamitous. The ruin of the army

and the death of the general are inevitable results of these
shortcomings. (VIIL.17-24, including Tu Mu, Ho Yen-hsi, Tu

Yu, and Mei Yao-ch’en)

Unfortunately, although there are many examples of good business
leaders throughout time, instances of business owners, executives, and
managers who lack good character seem to outnumber them. Evidence
of this begins in Roman times, where the saying “caveat emptor” (the
buyer beware) originated, through the mistreatment of employees dur-
ing the early stages of capitalism, down to the business and labor battles
carlier this century. Current business issues, such as the Bhopal and
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Exxon Valdez incidents and pootly handled corporate downsizings,
continue. To be successful and improve their image and contribution
to society, it is incumbent on businesses to expect executives, managers,
and employees to have good character and to invest resources assisting
them in developing it.

@ When the general is morally weak and his discipline not strict,
when his instructions and guidance are not enlightened, when
there are no consistent rules to guide the officers and men and
when the formations are slovenly, the army is in disorder. (X.14)

Lead with Actions, Not_Just Words

® When one treats people with benevolence, justice, and right-
eousness, and reposes confidence in them, the army will be
united in mind and all will be happy to serve their leaders.
(1.4 Chang Yi)

The best way to prove your 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. Many employees have
been burned by believing in new programs their bosses have sold them,
only to find that program go quietly away as soon as the next one is
announced. They have seen executives say one thing and do another
so often that they have become jaundiced and cynical whenever pro-
nouncements come from on high. Employees have thus learned to no-
tice the difference between what their leaders say and what they do and
take their cue from the latter. If you as leader say that strategy is im-
portant, but then spend all your time on tactical operations, your em-
ployees will focus on these. If you say that it is critical to listen to
customers but then you never have time to meet with any, your em-
ployees will ignore them as well. Therefore, spend your time on what
is truly important and you can rest assured your people will do likewise.
To gain their trust, make your words and actions consistent.
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® When orders are consistently trustworthy and observed, the re-
lationship of a commander with his troops is satisfactory. (IX.50)

The CEO of Southwest Airlines, Herbert D. Kelleher, is an ex-
cellent example of an executive who matches actions with words. An
essential part of Southwest’s success is maintaining its low-cost advan-
tage over other airlines. In Southwest’s first national TV ad, Kelleher
stated publicly, “Southwest Airlines will not lose a fare war. We have
low operating costs, so we can offer you low fares on a regular basis.
It’s not a gimmick, it’s not a promotion with us. It’s something we
believe in with all of our fiber. It’s every seat, every flight, everywhere
we fly.”

Kelleher supports his public statements by paying careful attention
to even the smallest costs. Kelleher himself approves every purchase
over $1,000. He says it’s “not because I don’t trust our people, but
because I know if they know I’'m watching, they’ll be just that much
more careful.”

Herb Kelleher also claims his people are his most important asset.
However, unlike many other CEOs who say the same thing and then
lay off thousands of employees without a second thought, Kelleher re-
ally means it. “Southwest has its customers, the passengers, and I have
my customers, the aitline’s employees. If the passengers aren’t satisfied,
they won’t fly with us. If the employees aren’t satisfied, they won’t
provide the product we need. The front office is there to support the
working troops, not vice versa.”

This thinking is reflected in Southwest’s relationship with its em-
ployees and customers. When hiring, Southwest is looking for em-
ployees who enjoy providing service to customers. Says Kelleher,
“What we are looking for, first and foremost, is a sense of humor. Then
we are looking for people who have to excel to satisfy themselves and
who work well in a collegial environment. We don’t care that much
about education and expertise, because we can train people to do what~
ever they have to do. We hire attitudes.”

This philosophy pays off in customer service. Customers enjoy the
antics of Southwest employees, such as flight attendants hiding in over-
head bins, having an airplane painted like Shamu the killer whale, or
seeing Kelleher himself dress up like Elvis to greet customers during
Halloween. Deborah Franklin, a Southwest flight attendant with
twenty-three years of service with the company, says, ‘““At Southwest
everyone can be themselves. They don’t try to put you in a mold.”
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Measurements of customer satisfaction include 3,500 favorable letters
per month and ranking second in the nation in telephone customer
service, ahead of Disney, Saturn and Nordstrom. To understand how
customer needs are changing, Kelleher reads every letter sent in, both
favorable and unfavorable.

The “employee is important” philosophy also pays oft in reduced
costs, helping to create Southwest’s cost advantage. Although 80% of
Southwest’s employees are unionized and their compensation is tops in
the industry, their higher productivity drives down Southwest’s costs.
This productivity is enabled by a positive company/union relationship,
fostered by honest dealing and a no-layoff policy, that allows Southwest
to utilize more flexible work rules, leverage high employee morale, and
avoid crippling strikes.

Kelleher is truly an executive who leads by example. Southwest
employees see their CEO stating what is important and then observe
him following through. They understand from their leader how South-
west makes a profit and how they contribute to the bottom line. This
enables them to act in a manner that supports Southwest’s strategy, and
to trust Kelleher when he tells them something.”

® Without extorting their support the general obtains it; without
inviting their affection he gains it; without demanding their trust
he wins it. (XI.34)

To gain your employees’ trust and respect and have their actions
support your strategy, you should never say one thing is important and
then focus your efforts on something else. It is easy to concentrate on
the “something else” if you know how to do it better or enjoy it more.
However, if a gap exists between what you say is important and what
you actually do, two things will happen: your employees will focus on
the less important item, because they see you doing it, and you will
destroy your credibility with your employees as they compare what you
say to what you do.

Therefore, you must ensure that what you are spending the ma-
jority of your time on is what is important to the business—determine
what tasks are critical and focus on them. Then you can rest assured
that your people will spend their time on the important things and your
credibility will remain intact.
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Share Employees’ Trials, Not Just Their Triumphs

8 The general must be the first in the toils and fatigues of the army.
In the heat of summer he does not spread his parasol nor in the
cold of winter don thick clothing. In dangerous places he must
dismount and walk. He waits until the army’s wells have been
dug and only then drinks; until the army’s food is cooked before
he eats; until the army’s fortifications have been completed, to
shelter himself. (X.20 Chang Yi1)

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 your
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 you 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.

In warfare, one of the most compelling stories of a leader sharing
the trials and struggles of his followers is that of Admiral Matome Ugaki.
Ugaki was the naval commander of the Japanese kamikaze force in
World War II, Japan’s last-ditch attempt to prevent the total defeat of
their nation. After having supervised the effort that sent so many young
Japanese men to their fate, Ugaki felt he owed it to them to join them.
On hearing of the surrender of Japan to the Allies, he flew out on the
last day of the war to attack American ships and pay his debt to his
men. Enroute he was shot down and killed. This is a very extreme
example of a leader sharing the fate of his men, yet it shows the depth
of the bond good leaders form with their followers.’

Contrast this devotion to followers with the scene found by General
H. Norman Schwartzkopf when he reported to the headquarters of the
Americal division at Chu Lai in Viet Nam to serve as a battalion com-
mander:

The place was almost worthy of a Club Med—a spacious building
with screened porches and low tropical eaves, nestled on a hilltop
with a gorgeous view of the South China Sea. We were seated at a
long, U-shaped table with white tablecloth, china and wineglasses—
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Major General Lloyd B. Ramsey, his deputy commanders, his staff,
and me—as soldiers waited on us. At the end of the meal came what
[ was told was the nightly ritual: a staff officer stood and recited a
poem he’d written about the day’s events at headquarters. Everybody
laughed and applauded. Then another officer stood and with a lot of
joking asides announced the movie for the evening. I was heartsick.
We had men—about eighteen thousand men—out in the mud and
the jungle, maybe fighting the enemy, maybe dying at that moment,
while their senior officers ate off fine china and recited cutesy little
poems.*

Leadership starts at the top and both good and poor examples of
leadership trickle all the way down the chain of command. It is inter-
esting to note that a unit from the Americal division had been respon-
sible for the My Lai incident two years eatlier.

As a business leader, you must follow a different path.

® During the Warring States [period] when Wu Ch’i was a general
he took the same food and wore the same clothes as the lowliest
of his troops. On his bed there was no mat; on the march he did
not mount his horse; he himself carried his reserve rations. He
shared exhaustion and bitter toil with his troops. (X.20 Tu Mu)

For example, the CEO of Northwest Airlines, John Dasburg, re-
turned a $750,000 bonus he received in 1993 from the board for re-
structuring Northwest’s finances. Dasburg gave back the money because
he did not want to lose the trust of his employees, especially since the
restructuring included wage cuts of 11%. “In order for this airline to
be successful, it has to be well led,” said Dasburg. “Employees don’t
follow leaders they don’t trust. Money isn’t everything.”

Northwest Airline union officials were very supportive of Dasburg’s
move, with one saying that the return of the bonus “will go a long
way toward building back the confidence employees need.””’

Another example involves the chief executive and the chairman of
Cabletron Systems, Inc., makers of computer networking equipment.
S. Robert Levine, chief executive, and Chairman Craig R. Benson each
make $52,000 for running the $3.5 billion company.

“I find it extremely distasteful the way many CEOs pay themselves.
The numbers are pretty revolting, and we don’t want to be part of it,”
is the way Levine views the situation. Although the two are co-founders
of Cabletron and together own $927 million of its stock, they forego
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giving themselves salaries in the millions because they believe that their
compensation should come from driving up the stock price. In fact,
Levine actually reimbursed Cabletron $70,000 in 1994 because his travel
expenses exceeded the spartan limits he and Benson set for the com-
pany.’

Contrast these examples to that provided by the former CEO of
Borden, who was asked to resign by his board on December 9, 1993.
Even though his flawed acquisition strategy and poor operating tactics
left Borden with over $1 billion in losses, burdened with high debt and
a stock that had fallen from a high of $35 to a low of around $12, the
ex-CEO would be able to collect an annual salary of $900,000 until
November 1997.7

This area—executive pay and executive perks—tends to drive apart
employees and senior management. Perks for executives, such as cor-
porate jets and helicopters, private dining rooms and elevators, country
club memberships, company apartments, condos, and ski lodges isolate
executives from employees, creating upper and lower classes within
the company. Huge pay differentials, combined with excessive perks,
thrown on top of massive downsizing by large corporations, have ex-
acerbated the feeling of employees at many companies that their senior
management has nothing in common with them and cares little about
their fate. General Motors, despite massive layoffs and the loss of almost
thirty points of market share, had one more vice-president in 1990 than
the company had in 1980. Small wonder, then, that there is not a sense
of teamwork and cooperation at some corporations.”

Obviously, the reality of business is that in tough times, people get
laid off and lose their jobs. However, these realities don’t preclude good
leaders from building close bonds with their employees by sharing in
their efforts and the pains of cost reductions. If a general can give up
creature comforts and risk personal safety during wartime to lead his
troops, certainly executives can limit excessive compensation to create
team spirit. Recall that the word “company” is derived from the Latin
“companio,” which means “to companion.” To truly be a companion,
yet still be a leader, you must reduce as many barriers as possible be-
tween yourself and your team.

8 Because such a general regards his men as infants they will march
with him into the deepest valleys. He treats them as his own
beloved sons and they will die with him. (X.20)
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You don’t have to send bonuses back to lead by example. However, if
you do want to become more effective as a leader, you should consider
doing the following:

* Eliminate or severely reduce executive perks, especially those
viewed by employees as blatantly excessive or extravagant.
Most certainly there should be no perks that are not only
divisive but ethically questionable. For instance, the former
CEO of Morrison Knudson used the company jet for per-
sonal travel, got a life-size painting of himself and his wife
painted at company expense, and even charged his firm for
installing petunia beds at his Pebble Beach home.’

If you feel it necessary to maintain the same level of com-
pensation to retain executive talent, replace perks with ad-
ditional pay. Then allow your executives to pay for the perks
that they want with their own money. Make it clear to em-
ployees that this is your policy.

* Tie executive compensation to company performance so that
executives only receive bonuses when company finances im-
prove, not when they decline. Similatly, tie executive com-
pensation to employee profit-sharing plans, so that when the
company does well, employees and executives are rewarded
simultaneously. In 1987, GM gave $157 million in bonuses
to its top executives. Not bad money, except that GM’s
North American operations made so little money its em-
ployees received no profit-sharing payout. Obviously, morale
did not improve.

* Take time to meet with employees to understand their issues
and see them in their own environment, not just in your
office. You cannot expect to lead people you know nothing
about, nor fix problems you do not know exist. For example,
CEO Herb Kelleher and every other Southwest manager
spend one day every quarter working in another job. This
enables them to get a better perspective of the total company
operations and see what is really happening while they are at
their office. Kelleher himself once received an employee let-
ter stating that cargo-bay doors often came undone, hitting
cargo-handlers on the head. Kelleher went to examine the
situation himself~—and got hit in the head by a cargo door.
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The door mechanism was immediately fixed on all planes. “I
knew we had a problem. I'd seen it. The more time I spend
with our people, the more I learn about our company,” says
Kelleher.™

® Pay heed to nourishing the troops; do not unnecessarily fatigue
them. Unite them in spirit; conserve their strength. (XI.32)

Motivate Emotionally, Not Just Materially

To beat your competition, the morale of your company must be ex-
cellent. Therefore, an essential part of leadership is motivation, for the
morale of any organization begins at the top.

# The responsibility for a martial host of a million lies in one man.
He is the trigger of its spirit. (VIL.20 Ho Yen-hsi)

The Art of War describes many of the methods of motivation, in-
cluding material rewards.

® They take booty from the enemy because they desire
wealth. (I1.17)

The offer of material incentives is the customary way companies
motivate their employees. Almost everyone in the corporate world de-
sires money to maintain or improve their standard of living and it is a
traditional means of recognizing achievement. Therefore, it is important
to show employees the material benefits and rewards they will receive
by helping the company win in the marketplace and reward them ac-
cordingly. To take excellent employees for granted is a severe mistake.

B One who confronts his enemy for many years in order to struggle
for victory in a decisive battle yet who, because he begrudges
rank, honors, and a few hundred pieces of gold, remains ignorant
of his enemy’s situation, is completely devoid of humanity. Such
a man is no general; no support to his sovereign; no master of
victory. (XIII.2)

Financial rewards are crucial. However, they are a necessary but
not sufficient condition for excellent morale. Material incentives must
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be accompanied by other incentives. Just as there are many ways to
win an engagement, there are also many ways to motivate employees.

For example, winning in the marketplace itself motivates employ-
ees. Success feeds on itself, instilling greater confidence and further in-
creasing morale.

8 When the general is contemptuous of his enemy and his officers
love to fight, their ambitions soaring as high as the azure clouds
and their spirits as fierce as hurricanes, this is the situation with
respect to morale. (V.25 Chang Yii)

When Louis V. Gerstner arrived at IBM in 1993, morale was at an
all-time low. IBM had been losing money since 1991 and the company
had downsized thousands of employees. Many of the company’s human
resource policies, which were very paternalistic, had been eliminated to
enable IBM to reduce costs. Employees were very uncertain of the
future.

Gerstner received a great deal of advice on different means of im-
proving employee morale; reinstitute the old policies, promise no more
layoffs, reassure the employees. Gerstner instead chose to make it plain
to employees that his method of improving morale was to help them
win again in the marketplace. “Success can be a powerful motivator.
Nothing makes people feel better than to be part of 2 winning team”
said Gerstner in Think magazine, IBM’s employee newsletter. Only
by winning customers, increasing revenue, and restoring profit could
IBMers begin to feel more positive.

m Now when troops gain a favorable situation the coward is brave;
if it be lost, the brave become cowards. (V.19 Li Ch’ian)

Another means a leader may use to improve morale is empowering
employees and delegating authority and responsibility to them.

m A sovereign of high character and intelligence must be able to
know the right man, should place the responsibility on him, and
expect results. (II1.29 Wang Hsi)

You must select the right people and then delegate authority and
responsibility to them to enable them to implement strategy—it comes
down to trusting people to do the right thing. Refusing to delegate and
empower in a dynamic, fast-changing, and geographically dispersed en-
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vironment, where a change in supply in China can affect market prices
in Germany, will lead you to disaster. None of The Art of War's prin-
ciples, such as acting with speed, can be effectively carried out if you
do not trust people to act in concert with the strategy.

® Now in war there may be one hundred changes in each step.
When one sees he can, he advances; when he sees that things
are difficult, he retires. To say that a general must await com-
mands of the sovereign in such circumstances is like informing
a superior that you wish to put out a fire. Before the order to do
so arrives the ashes are cold. And it is said one must consult the
Army Supervisor in these matters! This is as if in building a house
beside the road one took advice from those who pass by. Of
course the work would never be completed. (II1.29 Ho Yen-hsi)

This philosophy is consistent with current military doctrine in the
Marine Corps. Orders in the Marines state that the procurement or use
of any equipment that allows a commander to overcontrol sub-unit
commanders in battle is unjustifiable and forbidden. This thinking is
the direct result of generals in Viet Nam directing the movement of
platoons on the ground while cruising the battlefield in a helicopter
overhead.”

The ability to act as one feels appropriate, make a difference, and
be responsible are often work’s greatest motivators. In contrast, micro-
management, lack of authority, and being second-guessed on every
move are demoralizing and debilitating to subordinates. In that envi-
ronment, proper risk-taking, commitment, and setting high personal
objectives and standards will quickly disappear from the organization.
Therefore, it is imperative that you trust your subordinates and give
them room to maneuver within guidelines.

® To put a rein on an able general while at the same time asking
him to suppress a cunning enemy is like tying up the Black
Hound of Han and then ordering him to catch elusive hares.
What is the difference? (II1.29 Ho Yen-hsi)

Someone who was not allowed to do as he saw fit was Zenith
Electronics Chairman and CEO Jerry K. Pearlman. Due to losses of
about $330 million from 1989 to 1993 Pearlman was held on “a short
leash,” according to Zenith outside director T. Kimball Booker. The
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Zenith board exercised heavy oversight and more than doubled the
number of times it met in order to practice that oversight. The board
began monitoring twenty areas of business performance, such as sales
and financial ratios, and even took a hand in operational matters, such
as reducing capacity at assembly plants. They also hired Albin F. Mosch-
ner as president and chief operating officer to help Pearlman. Despite
all this, Booker stated at the time that Pearlman was ““a first rate CEO.”

Having Zenith pay a large salary and bonuses to its CEO and then
not let him run the business was the worst of both worlds. How willing
do you think Pearlman felt about taking risks with the board looking
over his shoulder and someone waiting in the wings to take his place?
For the Zenith board to create such a situation and expect results made
little sense, not to mention the fact that paying Pearlman’s salary was a
waste of stockholders” money if he was not being allowed to run the
company. Major stockholder NYCOR was so dissatisfied with the sit-
uation that it tried in 1991 to replace some of Zenith’s board members.

This situation continued until 199§ when Pearlman, after six
straight years of losses, finally agreed to step down. Zenith’s board im-
mediately promoted Moschner.™

Now I am not saying to give all the power to employees and let
them do whatever they want. I am saying that if you select capable,
creative, and committed people, and you provide them with the tools
and knowledge necessary to meet the challenges they face, you can
trust them to do what is right given the situation they face. Proper
empowerment and delegation allow managers and employees to act on
their best judgment, after deciding how their decisions would impact
the whole company and affect the implementation of its strategy. Before
you can delegate, you not only must have the right people, you must
also make sure they know the strategic objectives the organization is
trying to achieve.

In the U.S. Army this is called understanding your “commander’s
intent.” The basic idea behind commander’s intent is that a subordinate
commander does not follow orders from a superior exactly to the letter
but instead uses personal initiative and a solid understanding of the
situation to carry out the mission and achieve what the leader intended
to accomplish.

To communicate your intent clearly, for major actions you should
consider writing down precisely what needs to be accomplished, pro-
vide background on the subject, give a due date, and detail any re-
sources you are making available to carry out the task. Although this
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method may seem bureaucratic, it actually is more efficient in the long
run since it reduces confusion and miscommunication early in the pro-
cess and ensures that important tasks receive the proper focus.

The eventual goal you would like your team to achieve over time
is to know you and each other so well that actual time spent com-
municating is reduced while the team’s shared understanding increases.
Teammates who have worked together closely for an extended period
of time, have built a wealth of trust, and operate with a consistent
business philosophy will learn to “read each others’ minds’” and antic-
ipate how their leader and team members respond in certain situations.
They can then act accordingly. This is the ultimate attainment of com-
mander’s intent.

In the first world war, the German Army had a concept very similar
to that of commander’s intent, called Weisungsfuhrung. Translated as
“leadership guidance,” the Weisungsfuhrung concept materialized in
parallel with the creation of the stormtrooper concept. As you’ll recall,
the idea of the stormtrooper arose from the effort to break out of the
trench warfare of World War I, where long lines of foot soldiers ad-
vanced directly into strong defenses bolstered by machine-gun fire, ar-
tillery shells, and barbed wire. Gaining a few vyards of ground at
tremendous cost became unaffordable and unpalatable, not to mention
ineffective.

In response to the stalemate, the German Army formed ““Sturm-
truppen” units. These were small groups of highly trained, highly mo-
tivated soldiers who were very capable of acting independently and
combined a mix of skills in different weapons systems (essentially a self-
sufficient cross-functional team).

Individual initiative was highly prized, as stormtroopers advanced
not in long lines, but independently in dispersed fashion. Their mission
was to avoid enemy strongpoints and attack the enemy’s rear areas,
where they were the weakest. In this highly dynamic and fluid situation,
when it might not be possible to stay in contact with one’s leader,
following the exact orders of a commander made no sense—hence the
Weisungsfuhrung concept. Weisungsfuhrung demanded the type of sol-
dier who could think for himself, interpret the intent of his leader, and
then take the necessary steps to make that intent a reality. The com-
bination of the Weisungsfuhrung and stormtrooper concepts formed the
foundation for the new tactics that provided the breakthroughs Ger-
many had sought and allowed Germany to come within a hairsbreadth
of winning the war."”

In a sense, the Weisungsfuhrung and stormtrooper concepts of
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World War I proved to be the precursors for the current-day in-
formation-age employee. Bypassing the “trench warfare” of the pro-
duction line for which industrial-era skills were suitable, the
information-age worker must be highly skilled, highly motivated, and
able to interpret the leader’s intent in order to survive and carry out
the company’s mission in today’s more dynamic business battlefield.
Therefore, leaders must supply their employees not with exact orders
to be carried out to the letter, but with strategic objectives to be met,
and the means and maneuvering room to achieve the leader’s intent as
they see fit.

The payoff of delegation and empowerment properly implemented
is to instill boldness of action to enable dramatic breakthroughs. To
harness this power and obtain the payoff, you must be able to say to
your employees (and mean it):

@ When you see the correct course, act; do not wait for orders.
(VIIL.8 Chang Yii)

American Freightways’ CEO Sheridan Garrison believes in trusting
his employees to do the right thing. “Don’t treat people like idiots,”
is the way Garrison, an entrepreneur from Arkansas, sums up his phi-
losophy. Providing his truckers with the technology such as laptops to
help them plan better routes and control inventory, Garrison also looks
to his people to think on their own about ways to save the company
money. Even little things, such as turning off engines instead of idling
them when loading a truck, are appreciated.

Garrison’s approach has paid off for his firm. He started American
Freightways in 1982 with $1.5 million and by 1993 the firm was worth
$532 million. Its 5,000 employees have rejected efforts to unionize them
four times, each by a 2-to-1 vote ratio. Notes one former union trucker,
“American Freightway’s treats us with respect.”™*

Since you must find the right person and “place responsibility on
him and expect results,” there must be both positive and negative con-
sequences for behaviors and results. Leaders hold heavy responsibility
for the success of the company and the fate of the all the people de-
pendent on it. If you find they cannot take the proper action, then you
must admit you selected the wrong person for that job and replace
them. Success must be rapidly followed by reward and failure must be
first understood, then addressed.
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m If a general indulges his troops but is unable to employ them; if
he loves them but cannot enforce his commands; if the troops
are disorderly and he is unable to control them, they may be

compared to spoiled children, and are useless. . . . Good com-
manders are both loved and feared. (X.21 Sun Tzu and Chang
Yi)

If you have been named to head a new area, you must be especially
careful to set the correct tone right away. Be sure not to overstep one
way or the other. Take time to learn your employees’ strengths and
weaknesses and how they operate before you take action.

m If troops are punished before their loyalty is secured they will be
disobedient. If not obedient, it is difficult to employ them. If
troops are loyal, but punishments are not enforced, you cannot
employ them. (IX.47)

You must be both fair and consistent, all the while using what
we’ve discussed to build toward success.

® Thus, command them with civility and imbue them uniformly
with martial ardor and it may be said that victory is certain.
(IX.48)

You will know soon enough if what you are doing is working or
not working.

® When the troops continually gather together in small groups and
whisper together the general has lost the confidence of the army.
(IX.48)

In the end, it comes down to truly caring for people, trusting them
to carry out the strategy, and providing both positive and negative
incentives for behavior and results.

m Too frequent rewards indicate that the general is at the end of
his resources; too frequent punishments that he is in acute dis-
tress. [A good general] administers rewards and punishments in
a more enlightened manner. Neither should be excessive. (1.13
Tu Mu)
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There is one final way to motivate employees, as the following
passage indicates.

® Throw the troops into a position from which there is no escape
and even when faced with death they will not flee. In a desperate
situation they fear nothing; when there is no way out they stand
firm. (XI.33)

There may be times when extreme circumstances for the firm can
be used to motivate and bond your employees. At these times, mon-
etary 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. What-
ever it is, find a way to add meaning beyond material incentives. Do
not be afraid to challenge people to their limits.

Assign Clearly Defined Missions; Do Not Tolerate Confusion

For your employees to know your intent and carry out the strategy,
they must know the general strategy and their mission within it.

8 He whose ranks are united in purpose will be victori-
ous. (II1.27)

To perform their jobs effectively, employees must first understand how
their efforts fit into the overall picture. Similarly, divisions within the
company and functions within each division must understand their mis-
sions and how they support each other.

Unfortunately, executives and managers often assign vague or over-
lapping missions to organizations and individuals. Two product divi-
sions build similar products for the same market because no one at
headquarters decided which division was best suited to serve that mar-
ket. Two functions within a division both perform the same work,
because their executives do not work well together or mistrust one
another. A manager gives two employees the same task, figuring that
by assigning two people, at least one will get it done. Each of these
lead to waste, confusion, and demoralization.
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® If the army is confused and suspicious, neighboring rulers will
cause trouble. This is what is meant by the saying, ““A confused
army leads to another’s victory.”” (II1.23)

If the goal is to maximize profits, what company can afford having
two divisions building similar products for the same market? Within a
division, how can functions work together properly when people in
one function think that people in the other are encroaching on their
jobs? How can functions organize and perform well when they don’t
have a clear mission? How can a person do a task with speed, moti-
vation, and effectiveness once he or she finds out that someone else in
their area has been given the same task?

@ To manage a host one must first assign responsibilities to the
generals and their assistants, and establish the strengths of ranks
and files. (V.1 Chang Yi)

Through the 1980s and early 1990s, General Motors had great lack
of clarity in the missions of their divisions. When Alfred P. Sloan cre-
ated the division structure in GM in the 1920s, he set it up with the
idea that each division built a certain kind of product for a certain
market. Chevrolet would build cars for the common person or the one
just starting out, but as one progressed in a job and status a brand new
Pontiac might be desirable, then an Oldsmobile, followed by a Buick,
and then perhaps even a Cadillac.”

However, over time the missions assigned to the divisions were not
followed and boundaries became blurred. Each division started building
a wider line of cars. Differentiation between cars produced by each
division dissolved and the names that used to mean something, such as
Buick or Cadillac, meant less. Clear direction and control over the
divisions was not maintained at corporate headquarters. Each division
tried to become all things to all people and the result was wasted re-
sources, reduced differentiation, confusion for customers, and lost mar-
ket share.

To avoid this situation, a company must first decide its overall
strategy, then assign clear missions and markets to its divisions to elim-
inate product overlap and confusion. It must then rigorously police
these boundaries to ensure that clarity of purpose and original focus are
maintained.

Similar situations occur with functions. Division executives reor-
ganize and create new functions before they figure out how those func-
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tions are to work together. They believe that the people in the
functions will together determine the process by which they will com-
plete their work after they have been reorganized. This is a recipe for
disaster. The people in these functions will spend their time fighting
each other as they try to protect their turf and job. Just as a company
must decide its strategy first and then assign missions, when reorganiz-
ing, leaders must first design the process and then form the organization.

® Generally, management of many is the same as management of
few. It is a matter of organization. (V.1)

Once you have decided on a strategy and assigned missions, you
must ensure that this information doesn’t just end up in your desk but
that everyone knows the high-level game plan and where they fit in.
This requires a communications plan.

® And to control many is the same as to control few. This is a
matter of formations and signals.

The Book of Military Administration says, ‘‘As the voice cannot
be heard in battle, drums and bells are used. As troops cannot

see each other clearly in battle, flags and banners are
used.” (V.2; VIL.17)

Newsletters, posters, slides, and videos have replaced Sun Tzu’s
drums, bells, flags, and banners but the intent is the same. Clear direc-
tion must be given to large numbers of people in a timely fashion. Each
of these media can be used effectively to allow that direction to make
an impact on employees, give them better understanding of the strategy,
reach the broadest audience, and continually reinforce your message.

Make Your Strategy Drive Your Organization

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 or-
ganization 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.
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B [The wise general] selects his men and they exploit the situation.
(V.22)

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
glamor 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.
By taking into account the favorable factors, he makes his plan
feasible; by taking into account the unfavorable, he may resolve
the difficulties. (III.4 Tu Mu, X.13)

I once heard an executive speak to a group of employees on the
topic of leadership. He related how he and his family were on his boat,
which got caught in a storm. The executive went on to tell in detail
how he, the captain, overcame the difficulties and brought his family
safely to shore. Although the story makes an engaging and dramatic
anecdote, I do not believe it reflects true leadership. A true leader
would have been continually looking for signs of a storm, watching the
sky, and listening to weather reports. When trouble was seen brewing,
the true leader would have brought the boat and the family in before
the storm even hit. A good leader isn’t one who reacts dramatically to
a problem once it has gotten out of control; a good leader solves little
problems before they become big ones.

Therefore, you must populate your ranks with people who can
“resolve difficulties before they arise” and “exploit the situation.”

® The Grand Duke said: “A sovereign who obtains the right per-
son prospers. One who fails to do so will be ruined.” (III.18
Chang Y1)

There may be times you do not get to choose your staff; they are chosen
for you or they come with the job. If this is the case, you must ensure
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that you use everyone to the best of their ability until you can replace
them.

® Now the method of employing men is to use the avaricious and
the stupid, the wise and the brave, and 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 com-
mensurate with their abilities. (V.22 Chang Yu)

You must find out their special abilities and use them. Take time
to learn about each person who reports to you—their strengths and
their weaknesses, their desires and their fears, what they do well and

what they do poorly. Only in this way can you use them to the best
of their ability.

# Now the valiant can fight, the cautious defend, and the wise
counsel. Thus there is none whose talent is wasted. (V.22 Li
Ch’iian)

Summary

Do not forget that the leader is responsible for everything that happens
in the organization. If there are problems, you must first look within
yourself to see if there is something you have done incorrectly, then
look at those who report to you, then look down the management
chain. The last place you should look to find the root cause of any
problem is at employees, for the strengths and weaknesses of any or-
ganization flow from the top down.

# Now when troops flee, are insubordinate, distressed, collapse in
disorder or are routed, it is the fault of the general. None of
these disasters can be attributed to natural causes. (X.9)

You must lead by example. Get to know your people and share in
their bad times as well as the good. Say what’s important and then
follow through.

Communicate your strategy so effectively that your employees will
be able to carry it out even in your absence by knowing your intent.
To help them operate, you must assign clear and distinct missions, then
select the right people to achieve those missions. Empower them within
limits so that they can respond as circumstances dictate. As you get to

139



CHARACTER-BASED LEADERSHIP

know your people, you will find the best ways to motivate them and
will learn to use each according to their abilities.

Finally, work on your own character. Read widely on many sub-
jects, listen well to others and seek their counsel, and take time to think
in order to increase your wisdom. Realize that having courage means
not only that you can take risks but also that you have the courage to
do what is ethically right. Be sincere and humane in your dealings with
subordinates, and when you must enforce discipline, do it in a manner
that is consistent and fair.

® Now, the supreme requirements of generalship are a clear per-
ception, the harmony of his host, a profound strategy coupled
with far-reaching plans, an understanding of the seasons, and an
ability to examine the human factors. (IV.14 Tu Mu)

In these ways, you will lead so that your people will gladly follow
you and your organization will value you. Sun Tzu calls this “moral
influence.”

® By moral influence I mean that which causes people to be in
harmony with their leaders, so that they will accompany them
in life and unto death without fear of mortal peril. (1.4)

Now that we have discussed leadership, the capstone of the six
principles, we move to the last stage: putting these principles into ac-
tion. By learning to apply Sun Tzu’s principles, you move from student
to practitioner. This is the final step toward becoming a master strate-
gist, and is the subject of the next and final chapter.
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7 = Putting The Art of Business into

Practice

Now that you have read and contemplated Sun Tzu’s approach to
strategy, it is time to apply it. This chapter helps you to do that by
providing a process you can use in your company. This process, The Art
of Business Approach®™, has six steps that follow naturally from the six
principles. Although parts of the six principles may apply to more than
one step, for simplicity’s sake I have made them correspond directly.

I.

Win All Without Fighting:

Prioritize Markets and Determine Competitor Focus

To win all without fighting you must first decide which
markets you want to win and whom you must defeat in
those markets to do so. Therefore, in this step, you must
first prioritize your markets and then select a competitor in
those markets on whom to focus your efforts.

. Avoid Strength, Attack Weakness:

Develop Attacks Against Competitor’s Weakness

Once you've selected a competitor to focus on, you must
determine that firm’s strengths and weaknesses, as well as
understanding your own. Prioritize your competitor’s weak-
nesses by elevating in importance those weaknesses that, if
attacked successfully, would severely unbalance your com-
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petitor. Take the four most critical weaknesses and develop
two to three potential attacks against each that could be used
successfully.

3. Deception and Foreknowledge:

Wargame and Plan for Surprise

Now use your knowledge of your competitor to wargame
each attack, playing out the moves and countermoves that
could occur. It is especially important to forecast how your
competitor might leverage its strengths in a counterattack.
As you wargame your attacks, think through how you
might achieve surprise against your competitor by disguising
the attacks with deceptive moves.

4. Shape Your Competitor:

Integrate Best Attacks to Unbalance Your Competition

This is the point to select the one or two key weaknesses
of your competitor that you will exploit. The results of your
wargaming will provide the insight to do so and will also
assist you in deciding which set of attacks to utilize and how
they can best be integrated for maximum impact on your
competitor. This becomes your strategy.

5. Speed and Preparation:
Ready Your Attacks and Release Them
Determine what preparations are required for successfully
executing your integrated set of attacks, your strategy. Then
execute your attacks with speed and shockpower.

6. Leadership:
Reinforce Success, Starve Failure
Support your strategy with prompt action, determining
quickly which attacks are succeeding and which are not.
Ruthlessly reinforce success and starve failure.

These are the essential steps in your strategy process. While there
is obviously no “recipe” with which you can cook up strategic success,
this process provides the structure for organizing your strategic knowl-
edge and creativity. In the end, your knowledge and your creativity in
thinking about your competitor and developing strategies are what will
ultimately determine your success.

One additional point: I believe that a key cause of the failure of
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MARKET YOUR COMPANY
* Revenue + Revenue share
¢ Units * Unit share
+ Growth ¢ Product/service fit
» Profitability » Marketing, manufacturing,
« Sophistication financial, and development
capabilities

FIGURE 7.1 Market prioritization factors.

strategic planning within corporations is unnecessary complexity. In the
attempt to factor in every detail and view the market several different
ways, planners lose a high-level view and participants in the process get
frustrated. Therefore, my goal has been to keep this process as simple
as possible. Likewise, as you use this process I would urge you to strive
for simplicity in creating your strategy; details should be added later.

Win All Without Fighting:
Prioritize Markets and Determine Competitor Focus

The first decision you must make in the process is to determine the
markets that are critical to your company’s future success. This decision
must be made first because market opportunity, not competitive reac-
tion, should drive your strategy. Once you have selected your key mar-
kets, then you can select from those competitors you face in those
markets.

Therefore, think about which markets are the fastest growing,
which are the largest, and which you already have a substantial share
of. You must balance each market’s opportunity against your ability to
meet its demands and prioritize your markets accordingly. The factors
in Figure 7.1 should be studied and understood in depth to successfully
complete this step of the process.

Obviously, those markets with good opportunity and good fit for
your company would be at the top of your market priority list.

Next, focus on a competitor in your key markets. One approach
is to target your most successful and strongest competitor. This approach
is useful because you know you are taking on the company that can
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do you the most damage and has significant market share that you can
gain. Although attacking your strongest competitor appears to be a less
subtle and more direct approach, as long as you attack its weaknesses
with an indirect approach, you will be successful.

Another option is to target one or two of your weaker competitors,
with the idea that their weaknesses will be more easily exploited. This
approach allows you to pick up market share and encircle your strongest
competitor without attacking them directly.

If you are well entrenched in a market, you may choose to focus
on an emerging competitor in order to prevent its growth into a future
rival.

Obviously, in this stage, market and competitor foreknowledge are
crucial. You must collect the data you have available, augment it where
necessary, and study it in detail to truly divine the correct competitor
to concentrate against.

Conclude this step by selecting a competitor on which to focus.

Avoid Strength/ Attack Weakness:
Develop Attacks Against Competitor’s Weakness

Now that you have selected a competitor to focus on, you must de-
termine its strengths and weaknesses. Look at its value chain; are there
weak parts of it that could be attacked? Are there niches in the market
that it is not addressing? Are its alliances weak and suffering? Does it
have a customer set that it has been ignoring?

Think of these areas and others and list all the weaknesses you can
develop. Shorten the list to four to six major weakness areas that, when
attacked, will throw your competitor significantly off balance.

In addition, determine your competitor’s strengths and list four to
six major ones. Finally, complete this step by listing the strengths and
weaknesses of your own company (see Figure 7.2).

For each weakness of your competitor, think of two to three attacks
that you could use to take advantage of it. To help you, you may want
to fill in the matrix in Figure 7.3.

In Quadrant I, list both your company’s and your competitor’s
strengths. In Quadrant II, list your strengths and your competitor’s
weaknesses and so on until the matrix is complete.

Quadrant II will be the most useful in helping you leverage your
firm’s strengths against your competitor’s weaknesses. Quadrant I fea-
tures strengths against strengths and should be avoided. Quadrant III is
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WEAKNESSES
1.
2.
3.
4,
5.
6.
STRENGTHS
1.
2.
3.
4.
5.
6.

FIGURE 7.2 Waeaknesses and strengths template.

useful in illuminating areas your competitor may choose to counterat-
tack. Quadrant IV is null. Now use Figure 7.4 to list your attacks for
each weakness.

You may choose to complete this step and the next two in group
mode, since having more people involved allows you to generate
more ideas and options. These people should have a mix of back-
grounds—managers and key specialists, technical people and busines-
speople, as many disciplines as possible. This mix will bring many
perspectives to the table, and provide the fresh approaches necessary in
brainstorming.

Competition
Strengths Weaknesses
Your
Company ! .
Strengths
Weaknesses 11 v

FIGURE 7.3 Strength/weakness matrix.

145



PUTTING THE ART OF BUSINESS INTO PRACTICE

WEAKNESS 1

Attacks
A.
B.
C.

WEAKNESS 2

Attacks
A.
B.
C.

WEAKNESS 3

Attacks
A.
B.
C.

WEAKNESS 4

Attacks
A.
B.
C.

WEAKNESS 5

Attacks
A.
B.
C.

FIGURE 7.4 Waeakness and attacks format.

Deception and Foreknowledge:
Wargame and Plan for Surprise

If you have been able to come up with five weaknesses and three attacks
for each weaknesses, you have eighteen attacks to wargame. This may
seem like too many; however, if you do wargame these attacks thor-
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oughly you will cover much strategic ground. Think of how well you
will have thought out potential actions by your competitor. Imagine
the new options you might uncover for yourself! This effort will pro-
vide great foreknowledge.

As discussed earlier, one can use either a a simple yet effective
method such as the Implication Wheel or get very sophisticated and
detailed business strategy simulation software to carry out this phase.
The Implication Wheel can be created very effectively in brainstorming
mode. One wheel should be done for each unique attack, as shown in
Figure 7.5.

As you wargame, think creatively about how you might use the
direct and indirect approaches to surprise and deceive your competitor.
Remember: surprise is crucial to success. Is there something your com-
petitor’s executives desire that you could seize and thus control their
emotions? Is there a feint toward a market that you could use that
would force your competitor off balance for your major thrust?

Also think through, as countermove follows countermove, how
your alliances and those of your competitor might be affected and come
into play. Is there a way to leverage your allies to take advantage of
your competitor’s weaknesses? Will a shift in the balance of power cause
your competitor’s allies to desert to your side?

Com-
petitor

Com-
petitive

Weakness
1

petitor
Response,

FIGURE 7.5 Wargaming with the Implication Wheel.
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As you think through your competitor’s potential responses, re-
member to take into account the firm’s strengths, since your competitor
will likely rely heavily on its strengths to repel your assaults.

Continue to wargame until you determine which of your attacks
plays out most successfully. Again, this is a lot of work, but the depth
of strategic understanding you receive will be the reward.

To help wargame, you may even want to set up a “Red Flag”
team whose job it is to think like the competition and come up with
viable counterattacks. This team should be staffed with personnel who
know your chosen competitor well enough to simulate its moves with
a high degree of authenticity.

Shape Your Competitor:
Integrate Best Attacks To Unbalance the Competition

After wargaming, you will have had the opportunity to look at several
different approaches to attacking your competitor and also have a good
idea about which would be the most successful. Take the six or seven
with the highest probability for success and list them again (Figure 7.6).
From this list, pick the three or four attacks that, when used in
synergy, will vield the best integrated strategy for attacking your com-
petitor. Look for attacks that build on one another, use overlapping
resources, cause confusion in the competition when used together, and
can be used as combinations of the direct and indirect approach. These
become your strategy; used together they shape your competitor.

HIGH POTENTIAL ATTACKS

NooswhE

FIGURE 7.6 Determining high potential attacks.
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Speed and Preparation:
Ready Your Attacks and Release Them

Now that you have a strategy, it must become more detailed to be
implemented. Lay out the specific actions of each attack on a timeline
and determine how best to coordinate them (see Figure 7.7).

In addition to laying out the specific actions on the timeline, you must
also determine the following for the combined strategy (see Figure 7.8):

* Investments in physical and human capital required
* Organizational changes necessary

* Process improvements

* Skills required

Attack A

Actions

Attack B

Actions

Attack C

Actions

Attack D

Actions

Coordination plans

FIGURE 7.7 Timeline format.
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From the information in Figure 7.8 you then must build the fi-
nancial model that corresponds to your strategy, ensuring that the plan
meets your business goals (Figure 7.9).

Finally, you must create a contingency plan in case your strategy
does not bear its expected fruit. The wargaming just completed should
provide ample information to build a credible contingency plan (see
Figure 7.10).

You have found your competitor’s weaknesses, laid out a myriad
of attacks to take advantage of them, wargamed possible outcomes,
selected the best strategies, and lined up the resources. You must now
execute your plans with speed and shock. Release them in a timed
series of moves, with blow following blow. Do not allow your com-
petitor to regain balance once your attacks have started; they must fol-
low in rapid succession to achieve maximum eftect.

INVESTMENTS

ORGANIZATION

PROCESSES

SKILLS

FIGURE 7.8 Required changes.
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Yri Yr2 Yr3

Revenue

Expenses
Manufacturing
Development
SG&A

Total Expenses

Profit

FIGURE 7.9 Business model.

Leadership: Reinforce Success, Starve Failure

Soon after launching your attacks, you will begin to see signs of whether
they are working. Assuming you have set up the proper intelligence
network, information will be coming in that tells you how your com-
petitor is reacting, where your attacks have been successful, and where
they have been stymied. This is the time to exercise true leadership.

Do not allow yourself to fall into the trap of ignoring successful
attacks by trying to prop up failing ones. Do not lose your nerve as the
situation develops. Keep a clear head and groom your successful attacks;
funnel resources to them. They will pay off in orders of magnitude
when compared to throwing resources at failing ones.

You must also stop investing in attacks that appear to be failing.
You may want to delude yourself that perhaps you just had the wrong
plan of attack, that maybe you still have the right plan but just have
not executed it properly. Do not be fooled. Once an attack is launched
and unsuccessful, the element of surprise is gone. The resources that
must now be committed to revive an attack once the surprise and

Plan to scale back or shut down investments if attack is not progressing

Plan to switch resources between attacks as circumstances dictate

Plan to react to competitor's most threatening responses

FIGURE 7.10 Contingency plan.
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momentum are lost are huge and must be weighed against the small
probability of success.

One final word of advice: Sun Tzu counsels us to apply his concepts
in an integrated and synergistic manner for victory. One cannot assure
success by using only one or two separately.

# The primary colors are only five in number but their combina-
tions are so infinite that one cannot visualize them all. The fla-
vors are only five in number but their blends are so various that
one cannot taste them all. (V.9 and 10)

Summary

Business strategy has been a much discussed topic in recent years, and
corporations have invested millions in hiring management consultants,
creating strategic planning organizations, and developing visions, mis-
sions, goals, and, finally, strategies. Given this huge investment and, at
times, meager results, many executives have begun to question if the
return on investment is truly there for strategic planning. The bottom-
line question being asked is: “Since my environment changes so dras-
tically and so quickly, should I really spend any time on strategy or
should I just focus on improving my tactics and operations? Is the world
changing so fast that the concept of strategy is outdated and no longer
possible or useful to pursue?”

My response is that strategy has not deserted us; we have deserted
strategy. In the rush to invest in the latest management fads, companies
have overlooked time-honored strategic principles. They have poured
money into programs that run for one year and then abandoned them
the next, seeking the quick fix and losing focus on the long term.

While business competition is proliferating, and new technology is
constantly changing the playing field, the basics of business and business
strategy remain essentially unchanged. Although new products and ser-
vices emerge daily, the key to success involves providing unique and
superior value for customers, giving them something they cannot get
elsewhere. Constant improvement of operations is critical to corporate
survival, yet maximum profits and return on investment are attained by
leveraging the smallest amount of resources into the largest amount of
revenues. Achieving this requires a strategic focus, for to give up on
strategy and focus solely on operational and tactical excellence is to
invite disaster. The preference of operational over strategic is precisely
the recipe that led Germany to lose two world wars.
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Blinded by paranoia and consciously avoiding efforts to diplomati-
cally break up the allies arrayed against her, Germany entered the first
world war with a strategy that had two major flaws. The first was that it
depended on a single decisive battle to defeat France and Britain in the
West before turning to the East to destroy Russia. No strategy or contin-
gency plan existed if victory was not achieved in the decisive battle.

The second strategic error Germany’s generals made was ignoring
their lack of military resources necessary for winning the decisive battle.
Prior wargaming had concluded that the German Army required thir-
teen corps to achieve victory in the decisive attack on the Allies’ left
flank. However, in reality, only five corps were available. The German
general staff’s excellent strategic plan was based totally on soldiers who
did not exist!

After Germany failed to achieve success in the “decisive battle’” and
the war dragged on, focus turned to operational excellence, encapsu-~
lated in the stormtrooper concept. In fact, General Ludendorff, the
leader of the German Army, forbade the use of the term “‘strategy’ at
headquarters, and only allowed his staft' to discuss and use the word
“tactics.” In the end, excellent operational execution failed to achieve
a favorable strategic outcome.’

‘World War I again found Germany favoring operational excellence
over strategy. In their haste to rearm Germany’s forces with the latest
in weaponry, her military leaders focused on tactical, not strategic re-
quirements. As a result, they did not select the proper arms to match
Germany’s political goals, they did not coordinate weapons selection
between the navy, army, and air force, and their rapid build-up of
Germany’s military might created enemies of countries that were ini-
tially supportive of Germany (e.g., Britain).

Next, even though Germany’s main political goal was living space
in the east, German diplomacy failed at keeping the Western Powers
from entering the war against her. Once the war began, the German
Luftwaffe was unable to defeat Britain because its aircraft had not been
designed for that task. Instead of finishing off Britain, Germany attacked
the Soviet Union, forcing herself into fighting a two-front war that she
lacked the resources to complete. The final folly was Germany’s choice
to declare war on the United States after Pearl Harbor, recklessly adding
to the list of enemies arrayed against her.

In the end, the operational and tactical excellence of Germany’s
armed forces, exemplified by the prowess of the Wehrmacht’s armored
divisions, the Luftwaffe’s jet fighter planes and rockets, and the Kriegs-
marine’s technologically advanced submarines, was insufficient for vic-
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tory. It only extended the length of the war and increased the human
and physical destruction endured by all.”

Unfortunately, business leaders make similar mistakes, creating plans
they lack the resources to complete, focusing on improving processes
without questioning the need for the processes themselves, and ignoring
strategy to focus on the day-to-day crises of the business.

The lesson to be learned is that neither strategic nor tactical excel-
lence is sufficient by itself; the two must accompany one another for
decisive victory. If you have the right strategy but execute it pootly,
your company will not be profitable. Similarly, if you execute a poor
strategy with excellence, your company will also fail; it makes no sense
to focus on shortening the manufacturing lead-time of a product for
which there is no demand. You must have a creative, powerful strategy
and carry it out with will, dispatch, and force.

Therefore, business leaders cannot give up the strategic lever in
hopes of simplifying their lives. Focusing on strategy is essential to suc-
cess, and you must have a set of principles to guide your strategy. I
believe those principles are the ones outlined in this book.

With the creative power of these principles, one can transcend old
barriers and achieve great goals once thought unachievable. Used to-
gether, the principles provide the ability to find opportunities previously
unseen and create offerings that will benefit people around the world.

Your value-add as a leader and master strategist comes in integrating
the six principles for the maximum synergistic effect on the marketplace
and the competition. To integrate these principles effectively, you must
be both creative and disciplined, open to new ideas, yet able to ruth-
lessly pare those ideas down to a few good ones and execute them, able
to logically assess the environment and the strategy, yet have the heart,
will, and sense of urgency to motivate yourself and your team to im-
plement that strategy expeditiously.

® Therefore when those experienced in war move they make no
mistakes; when they act, their resources are limitless. (X.25)

With this immense, new strength also comes the duty to use it
wisely, for the benefit of all. Employ the power of your new knowledge
appropriately.

B And therefore the general who understands war is the Minister
of the people’s fate and arbiter of the nation’s destiny. (I1.21)
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Suggested Readings

If you are interested in reading further about either business or military
strategy, a quick perusal of the notes is a good place to start from. To
avoid overwhelming you with a list of several books, I have chosen to
mention just a few that have particularly resonated with me and seem
to have stood the test of time. My apologies to the many authors whose
books are just as excellent but which I may have overlooked or am not
aware of.

Lords of the Rim, by Sterling Seagrave, is an excellent combination
of both the military and business history and culture of the overseas
Chinese and their impact on today’s global marketplace. Extremely
readable, insightful, and interesting, it discusses the impact of Sun Tzu
on the business philosophy of the influential merchants and financers
and gives excellent examples of how they implement his concepts.

For pure business strategy, one should have read Michael Porter’s
Competitive Strategy (New York: Free Press, 1980), which provides an
excellent base for understanding all business strategy and competitive
analysis. Another classic, with more of a marketing bent, is Positioning,
The Battle for Your Mind by Jack Trout and Al Ries, which discusses at
length how to capture a strong and defensible position in your pros-
pect’s mind. For a viewpoint on effective leadership, I would suggest
Stephen R. Covey’s The 7 Habits of Highly Effective People, which illus-
trates character-based leadership in depth. My Years With General Motors,
by Alfred P. Sloan, is the highly readable and timeless view of how to
make a business organization effective. Finally, the numerous articles
listed in the notes by lan C. MacMillan, Mary Lynn McCaffery, Ming-



SUGGESTED READINGS

Jer Chen, and Danny Miller are excellent for understanding more about
using an indirect strategic approach.

For military strategy, one should start with the classic Strategy by
B. H. Liddell Hart. This work describes how military leaders across time
have successfully used the indirect approach to defeat their enemies.
Wartfighting, the official fighting manual of the U.S. Marine Corps, is
available to the public and provides a short, concise, and illuminating
view of how to implement military strategy. Both Diplomacy by Henry
Kissinger and The Making of Strategy: Rulers, States and War, edited by
Williamson Murray, MacGregor Knox, and Alvin Bernstein, offer great
insight on the strategies countries have employed, either to rise to
power or fall from it. Xenophon’s The Persian Expedition provides a
timeless view of leadership that mixes discipline with innovation to
achieve one’s objectives in a near hopeless situation. If you are inter-
ested in the Gulf War. I am aware of two excellent books on the
subject: Military Lessons of the Gulf War by Bruce W. Watson, Bruce
George, Peter Tsouras, and B. L. Cyr and Crusade by Rick Atkinson.
These two books are very readable and explain how the lessons Amer-
ica’s military learned in Viet Nam were successfully applied in this con-
flict. Finally, if you would like to know more about the innovations
the Germany Army introduced in World War I and exploited in World
War II, I would recommend Stormtroop Tactics by Bruce I. Gudmunds-
son and Steel Wind by David T. Zabecki. The latter describes the in-~
novations in artillery tactics created by a little-known German colonel
named Georg Bruchmuller. Bruchmuller’s tactics form the basis of those
still used today by the world’s most sophisticated armies.

Beyond reading, I would urge you to utilize strategy games. These
include Go and military strategy simulation games, either very simple
ones like Risk or much more elaborate ones that replicate specific bat-
tles such as Agincourt, Waterloo, or Stalingrad. Beyond the military
strategy games are business simulation games, which put you in the role
of CEO and allow you to make the marketing, production, engineer-
ing, and personnel decisions that will lead to business success or failure.
Such games, which are available in computer form, allow you to prac-
tice your strategic moves in a risk-free environment and learn from
your successes and mistakes.
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ESTIMATES?

Sun Tzu said:

1. War is a matter of vital importance to the State; the province of life
or death; the road to survival or ruin.* It is mandatory that it be thor-

oughly studied.

Li Ch’iian: ‘““Weapons are tools of ill omen.” War is a grave matter;
one is apprehensive lest men embark upon it without due reflec-
tion.

2. Therefore, appraise it in terms of the five fundamental factors and
make comparisons of the seven elements later named.™ So you may
assess its essentials.

3. The first of these factors is moral influence; the second, weather; the
third, terrain; the fourth, command; and the fifth, doctrine. **

[EIRTS H]

"The title means “reckoning,” “plans,” or “calculations.” In the Seven Military
Classics edition the title is “Preliminary Calculations.” The subject first discussed is the
process we define as an Estimate {(or Appreciation) of the Situation.

*QOr “for [the field of battle] is the place of life and death [and war] the road to
survival or ruin.”

"Sun Hsing-yen follows the T’ung T’ien here and drops the character shih (§):
“matters,” “factors,” or “‘affairs.” Without it the verse does not make much sense.

**Here Tao (;E) is translated “moral influence.” It is usually rendered as “The
Way,” or “The Right Way.” Here it refers to the morality of government; specifically
to that of the sovereign. If the sovereign governs justly, benevolently, and righteously,
he follows the Right Path or the Right Way, and thus exerts a superior degree of moral
influence. The character fa (‘}f), here rendered ‘““doctrine,” has as a primary meaning



ORIGINAL TRANSLATION OF THE ART OF WAR

Chang Yii: The systematic order above is perfectly clear. When
troops are raised to chastise transgressors, the temple council first
considers the adequacy of the rulers’ benevolence and the confi-
dence of their peoples; next, the appropriateness of nature’s seasons,
and finally the difficulties of the topography. After thorough delib-
eration of these three matters, a general is appointed to launch the
attack.” After troops have crossed the borders, responsibility for laws
and orders devolves upon the general.

4. By moral influence I mean that which causes the people to be in
barmony with their leaders, so that they will accompany them in life
and unto death without fear of mortal peril.*

Chang Yii: When one treats people with benevolence, justice, and
righteousness, and reposes confidence in them, the army will be
united in mind and all will be happy to serve their leaders. The
Book of Changes says: “In happiness at overcoming difficulties,
people forget the danger of death.”

5. By weather I mean the interaction of natural forces; the effects of
winter’s cold and summer’s heat and the conduct of military operations
in accordance with the seasons.'

6. By terrain I mean distances, whether the ground is traversed with
ease or difficulty, whether it is open or constricted, and the chances of
life or death.

Mei Yao-ch’en: ... When employing troops, it is essential to know
beforehand the conditions of the terrain. Knowing the distances,
one can make use of an indirect or a direct plan. If he knows the
degree of ease or difficulty of traversing the ground, he can estimate
the advantages of using infantry or cavalry. If he knows where the

“law” or “method.” In the title of the work it is translated “Art.” But in v. 8 Sun Tzu
makes it clear that here he is talking about what we call doctrine.

"There are precise terms in Chinese that cannot be uniformly rendered by our
word “‘attack.” Chang Yii here uses a phrase that literally means “to chastise criminals,”
an expression applied to attack of rebels, Other characters have such precise meanings
as “‘to attack by stealth,” “‘to attack suddenly,” “to suppress the rebellious,” *
to submission,” &c.

*Or “Moral influence is that which causes the people to be in accord with their
superiors. . . .” Ts'ao Ts’ao says the people are guided in the right way (of conduct) by
“instructing” them.

It is clear that the character ’ien (ﬁ) (Heaven) is used in this verse in the sense
of “weather,” as it is today.

to reduce
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ground is constricted and where open he can calculate the size of
force appropriate. If he knows where he will give battle he knows
when to concentrate or divide his forces.”

7. By command I mean the general’s qualities of wisdom, sincerity,
humanity, courage, and strictness.

Li Ch’iian: These five are the virtues of the general. Hence the
army refers to him as ‘“The Respected One.”
Tu Mu: ...If wise, a commander is able to recognize changing
circumstances and to act expediently. If sincere, his men will have
no doubt of the certainty of rewards and punishments. If humane,
he loves mankind, sympathizes with others, and appreciates their
industry and toil. If courageous, he gains victory by seizing oppor-
tunity without hesitation. If strict, his troops are disciplined because
they are in awe of him and are afraid of punishment.

Shen Pao-hsu . . . said: “If a general is not courageous he will
be unable to conquer doubts or to create great plans.”

8. By doctrine I mean organization, control, assignment of appropriate
ranks to officers, regulation of supply routes, and the provision of prin-
cipal items used by the army.

9. There is no general who has not heard of these five matters. Those
who master them win; those who do not are defeated.

10. Therefore in laying plans compare the following elements, apprais-
ing them with the utmost care.

11. If you say which ruler possesses moral influence, which commander
is the more able, which army obtains the advantages of nature and the
terrain, in which regulations and instructions are better carried out,
which troops are the stronger;*

Chang Yii: Chariots strong, horses fast, troops valiant, weapons
sharp—so that when they hear the drums beat the attack they are
happy, and when they hear the gongs sound the retirement they
are enraged. He who is like this is strong.

12. Which has the better trained officers and men;

T“Knowing the ground of life and death . . .” is here rendered “If he knows where
he will give battle.”

*In this and the following two verses the seven elements referred to in v. 2 are
named.
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Tu Yu: ... Therefore Master Wang said: “If officers are unaccus-
tomed to rigorous drilling they will be worried and hesitant in
battle; if generals are not thoroughly trained they will inwardly quail
when they face the enemy.”

13. And which administers rewards and punishments in a more enlight-
ened manner;

Tu Mu: Neither should be excessive.

14. I will be able to forecast which side will be victorious and which
defeated.

15. If a general who heeds my strategy is employed he is certain to
win. Retain him! When one who refuses to listen to my strategy is
employed, he is certain to be defeated. Dismiss him!

16. Having paid heed to the advantages of my plans, the general must
create situations which will contribute to their accomplishment.” By
“situations” I mean that he should act expediently in accordance with
what is advantageous and so control the balance.

17. All warfare is based on deception.
18. Therefore, when capable, feign incapacity; when active, inactivity.

19. When near, make it appear that you are far away; when far away,
that you are near.

20. Offer the enemy a bait to lure him; feign disorder and strike him.

Tu Mu: The Chao general Li Mu released herds of cattle with their
shepherds; when the Hsiung Nu had advanced a short distance he
feigned a retirement, leaving behind several thousand men as if
abandoning them. When the Khan heard this news he was de-
lighted, and at the head of a strong force marched to the place. Li
Mu put most of his troops into formations on the right and left
wings, made a horning attack, crushed the Huns and slaughtered
over one hundred thousand of their horsemen.*

21. When he concentrates, prepare against him; where he is strong,
avoid him,

'Emending i (J,j\) to i (). The commentators do not agree on an interpretation
of this verse.

*The Hsiung Nu were nomads who caused the Chinese trouble for centuries. The
Great Wall was constructed to protect China from their incursions.

172



ESTIMATES

22. Anger his general and confuse him.

Li Ch’iian: If the general is choleric his authority can easily be
upset. His character is not firm.

Chang Yii: If the enemy general is obstinate and prone to anger,
insult and enrage him, so that he will be irritated and confused, and
without a plan will recklessly advance against you.

23. Pretend inferiority and encourage his arrogance.

Tu Mu: Toward the end of the Ch’in dynasty, Mo Tun of the
Hsiung Nu first established his power. The Eastern Hu were strong
and sent ambassadors to parley. They said: “We wish to obtain T ou
Ma’s thousand-li horse.” Mo Tun consulted his advisers, who all
exclaimed: “The thousand-/i horse! The most precious thing in this
country! Do not give them that!”” Mo Tun replied: ‘“Why begrudge
a horse to a neighbor?” So he sent the horse.”

Shortly after, the Eastern Hu sent envoys who said: “We wish
one of the Khan’s princesses.”” Mo Tun asked advice of his ministers
who all angrily said: ““The Eastern Hu are unrighteous! Now they
even ask for a princess! We implore you to attack them!” Mo Tun
said: “How can one begrudge his neighbor a young woman?”’ So
he gave the woman.

A short time later, the Eastern Hu returned and said: “You
have a thousand Ii of unused land which we want.” Mo Tun con-
sulted his advisers. Some said it would be reasonable to cede the
land, others that it would not. Mo Tun was enraged and said: ‘“Land
is the foundation of the State. How could one give it away?” All
those who had advised doing so were beheaded.

Mo Tun then sprang on his horse, ordered that all who re-
mained behind were to be beheaded, and made a surprise attack
on the Eastern Hu. The Eastern Hu were contemptuous of him
and had made no preparations. When he attacked he annihilated
them. Mo Tun then turned westward and attacked the Yueh Ti.
To the south he annexed Lou Fan . . . and invaded Yen. He com-
pletely recovered the ancestral lands of the Hsiung Nu previously
conquered by the Ch’in general Meng T’ien.*

Mo Tun, or T’ou Ma or T’ouman, was the first leader to unite the Hsiung Nu.
The thousand-/i horse was a stallion reputedly able to travel a thousand /i (about three
hundred miles) without grass or water. The term indicates a horse of exceptional quality,
undoubtedly reserved for breeding.

*Meng T’ien subdued the border nomads during the Ch’in, and began the con-
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Ch’én Hao: Give the enemy young boys and women to infatuate
him, and jades and silks to excite his ambitions.

24. Keep him under a strain and wear him down.

Li Ch’iian: When the enemy is at ease, tire him.

Tu Mu: ... Toward the end of the Later Han, after Ts’ao Ts’ao
had defeated Liu Pei, Pei fled to Yuan Shao, who then led out his
troops intending to engage Ts’ao Ts’ao. T’ien Fang, one of Yuan
Shao’s staff officers, said: “Ts’ao Tsao is expert at employing
troops; one cannot go against him heedlessly. Nothing is better than
to protract things and keep him at a distance. You, General, should
fortify along the mountains and rivers and hold the four prefectures.
Externally, make alliances with powerful leaders; internally, pursue
an agro-military policy.™ Later, select crack troops and form them
into extraordinary units. Taking advantage of spots where he is
unprepared, make repeated sorties and disturb the country south of
the river. When he comes to aid the right, attack his left; when he
goes to succor the left, attack the right; exhaust him by causing
him continually to run about. . . . Now if you reject this victorious
strategy and decide instead to risk all on one battle, it will be too
late for regrets.”” Yuan Shao did not follow this advice and therefore
was defeated.**

25. When he is united, divide him.

Chang Yii: Sometimes drive a wedge between a sovereign and his
ministers; on other occasions separate his allies from him. Make
them mutually suspicious so that they drift apart. Then you can
plot against them.

26. Attack where he is unprepared; sally out when he does not expect
you.

Ho Yen-hsi: ...Li Ching of the T’ ang proposed ten plans to be
used against Hsiao Hsieh, and the entire responsibility of com-

struction of the Great Wall. It is said that he invented the writing-brush. This is probably
not correct, but he may have improved the existing brush in some way.

TThis refers to agricultural military colonies in remote areas in which soldiers and
their families were settled. A portion of the time was spent cultivating the land, the
remainder in drilling, training, and fighting when necessary. The Russians used this
policy in colonizing Siberia. And it is in effect now in Chinese borderlands.

**During the period known as “The Three Kingdoms,” Wei in the north and
west, Shu in the south-west, and Wu in the Yangtze valley contested for empire.
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manding the armies was entrusted to him. In the eighth month he
collected his forces at K’uei Chou."

As it was the season of the autumn floods the waters of the
Yangtze were overflowing and the roads by the three gorges were
perilous, Hsiao Hsieh thought it certain that Li Ching would not
advance against him. Consequently he made no preparations.

In the ninth month Li Ching took command of the troops and
addressed them as follows: “What is of the greatest importance in
war is extraordinary speed; one cannot afford to neglect opportu-
nity. Now we are concentrated and Hsiao Hsieh does not yet know
of it. Taking advantage of the fact that the river is in flood, we will
appear unexpectedly under the walls of his capital. As is said: “When
the thunder-clap comes, there is no time to cover the ears.” Even
if he should discover us, he cannot on the spur of the moment
devise a plan to counter us, and surely we can capture him.”

He advanced to I Ling, and Hsiao Hsieh began to be afraid and
summoned reinforcements from south of the river, but these were
unable to arrive in time. Li Ching laid siege to the city and Hsieh
surrendered.

“To sally forth where he does not expect you” means as
when, toward its close, the Wei dynasty sent Generals Chung Hui
and Teng Ai to attack Shu.* . . . In winter, in the tenth month, Ai
left Yin P’ing and marched through uninhabited country for over
seven hundred I, chiselling roads through the mountains and
building suspension bridges. The mountains were high, the valleys
deep, and this task was extremely difficult and dangerous. Also, the
army, about to run out of provisions, was on the verge of perish-
ing. Teng Ai wrapped himself in felt carpets and rolled down the
steep mountain slopes; generals and officers clambered up by
grasping limbs of trees. Scaling the precipices like strings of fish,
the army advanced.

Teng Ai appeared first at Chiang Yu in Shu, and Ma Mou, the
general charged with its defence, surrendered. Teng Ai beheaded
Chu-ko Chan, who resisted at Mien-chu, and marched on Ch’eng
Tu. The King of Shu, Liu Shan, surrendered.

27. These are the strategist’s keys to victory. It is not possible to discuss
them beforehand.

"K’uei Chou is in Ssu Ch’uan.
*This campaign was conducted about A.D. 255.
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Mei Yao-ch’en: When confronted by the enemy, respond to chang-
ing circumstances and devise expedients. How can these be dis-
cussed beforehand?

28. Now if the estimates made in the temple before hostilities indicate
victory it is because calculations show one’s strength to be superior to
that of his enemy; if they indicate defeat, it is because calculations show
that one is inferior. 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.

A confusing verse difficult to render into English. In the preliminary calculations,
some sort of counting devices were used. The operative character represents such a
device, possibly a primitive abacus. We do not know how the various “factors” and
“elements” named were weighted, but obviously the process of comparison of relative
strengths was a rational one. It appears also that two separate calculations were made,
the first on a national level, the second on a strategic level. In the former, the five basic
elements named in v. 3 were compared; we may suppose that if the results of this were
favorable, the military experts compared strengths, training, equity in administering
rewards and punishments, and so on (the seven factors).



II

WAGING WAR

SuN Tzu said:

1. Generally, operations of war require one thousand fast four-horse
chariots, one thousand four-horse wagons covered in leather, and one
hundred thousand mailed troops.

Tu Mu: . ..In ancient chariot fighting, “leather-covered chariots”
were both light and heavy. The latter were used for carrying hal-
berds, weapons, military equipment, valuables, and uniforms. The
Ssu-ma Fa said: “One chariot carries three mailed officers; seventy-
two foot troops accompany it. Additionally, there are ten cooks
and servants, five men to take care of uniforms, five grooms in
charge of fodder, and five men to collect firewood and draw water.
Seventy-five men to one light chariot, twenty-five to one baggage
wagon, so that taking the two together one hundred men compose
a company.”’
2. When provisions are transported for a thousand /i expenditures at
home and in the field, stipends for the entertainment of advisers and
visitors, the cost of materials such as glue and lacquer, and of chariots
and armor, will amount to one thousand pieces of gold a day. After
this money is in hand, one hundred thousand troops may be raised.*

"The ratio of combat to administrative troops was thus 3:1.
*Gold money was coined in Ch'u as early as 400 B.c., but actually Sun Tzu does
not use the term “gold.” He uses a term that meant “metallic currency.”
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Li Ch’iian: Now when the army marches abroad, the treasury will
be emptied at home.

Tu Mu: In the army there is a ritual of friendly visits from vassal
lords. That is why Sun Tzu mentions “advisers and visitors.”

3. Victory is the main object in war.” If this is long delayed, weapons
are blunted and morale depressed. When troops attack cities, their
strength will be exhausted.

4. When the army engages in protracted campaigns the resources of
the state will not suffice.

Chang Yii: ... The campaigns of the Emperor Wu of the Han
dragged on with no result and after the treasury was emptied he
issued a mournful edict.

5. When your weapons are dulled and ardor damped, your strength
exhausted and treasure spent, neighboring rulers will take advantage of
your distress to act. And even though you have wise counsellors, none

will be able to lay good plans for the future.

6. Thus, while we have heard of blundering swiftness in war, we have
not yet seen a clever operation that was prolonged.

Tu Yu: An attack may lack ingenuity, but it must be delivered with
supernatural speed. '

7. For there has never been a protracted war from which a country has

benefited.

Li Ch’iian: The Spring and Autumn Annals says: “War is like unto
fire; those who will not put aside weapons are themselves consumed
by them.”

8. Thus those unable to understand the dangers inherent in employing
troops are equally unable to understand the advantageous ways of do-
ing so.

9. Those adept in waging war do not require a second levy of con-
scripts nor more than one provisioning.*

T insert the character kuei (ﬁ‘) following the ““Seven Martjal Classics.” In the
context the character has the sense of “what is valued” or “what is prized.”

*The commentators indulge in lengthy discussions as to the number of provision-
ings. This version reads “they do not require three.” That is, they require only two,
that is, one when they depart and the second when they return. In the meanwhile they
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10. They carry equipment from the homeland; they rely for provisions
on the enemy. Thus the army is plentifully provided with food.

11. When a country is impoverished by military operations it is due to
distant transportation; carriage of supplies for great distances renders the
people destitute.

Chang Yii: .. .If the army had to be supplied with grain over a
distance of one thousand Ii, the troops would have a hungry look."

12. Where the army is, prices are high; when prices rise the wealth of
the people is exhausted. When wealth is exhausted the peasantry will
be afflicted with urgent exactions.*

Chia Lin: ... Where troops are gathered the price of every com-
modity goes up because everyone covets the extraordinary profits
to be made.

13. With strength thus depleted and wealth consumed the households
in the central plains will be utterly impoverished and seven-tenths of
their wealth dissipated.

Li Ch’tian: If war drags on without cessation, men and women will
resent not being able to marry, and will be distressed by the burdens
of transportation.

14. As to government expenditures, those due to broken-down char-
iots, worn-out horses, armor and helmets, arrows and crossbows, lances,
hand and body shields, draft animals and supply wagons will amount to
sixty percent of the total **

15s. Hence the wise general sees to it that his troops feed on the enemy,
for one bushel of the enemy’s provisions is equivalent to twenty of his;
one hundredweight of enemy fodder to twenty hundredweight of his.

Chang Yii: ...In transporting provisions for a distance of one
thousand /i, twenty bushels will be consumed in delivering one to

live on the enemy. The TPYL version (following Ts’ao Ts’ao) reads: “They do not
require to be again provisioned,” that is, during a campaign. I adopt this.

"This comment appears under V. 10 but seems more appropriate here.

*Or, “close to [where] the army [is],” (i.e., in the zone of operations) “buying is
expensive; when buying is expensive . ..” The ““urgent [or ‘heavy’] exactions” refers
to special taxes, forced contributions of animals and grain, and porterage.

™This comment, which appears under the previous verse, has been transposed.

**Here Sun Tzu uses the specific character for “crossbow.”
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17.

ORIGINAL TRANSLATION OF THE ART OF WAR

the army. . . . If difficult terrain must be crossed even more is re-
quired.

The reason troops slay the enemy is because they are enraged.

Ho Yen-hsi: When the Yen army surrounded Chi Mo in Ch’i, they
cut off the noses of all the Ch’i prisoners.* The men of Ch’i were
enraged and conducted a desperate defense. T’ien Tan sent a secret
agent to say: “We are terrified that you people of Yen will exhume
the bodies of our ancestors from their graves. How this will freeze
our hearts!”

The Yen army immediately began despoiling the tombs and
burning the corpses. The defenders of Chi Mo witnessed this from
the city walls and with tears flowing wished to go forth to give
battle, for rage had multiplied their strength by ten. T’ien Tan
knew then that his troops were ready, and inflicted a ruinous defeat
on Yen.

They take booty from the enemy because they desire wealth.

Tu Mu: . ..In the Later Han, Tu Hsiang, Prefect of Chin Chou,
attacked the Kuei Chou rebels Pu Yang, P’an Hung, and others.
He entered Nan Hai, destroyed three of their camps, and captured
much treasure. However, P’an Hung and his followers were still
strong and numerous, while Tu Hsiang’s troops, now rich and ar-
rogant, no longer had the slightest desire to fight.

Hsiang said: “Pu Yang and P’an Hung have been rebels for ten
years. Both are well-versed in attack and defense. What we should
really do is unite the strength of all the prefectures and then attack
them. For the present the troops shall be encouraged to go hunt-
ing.” Whereupon the troops both high and low went together to
snare game.

As soon as they had left, Tu Hsiang secretly sent people to burn
down their barracks. The treasures they had accumulated were
completely destroyed. When the hunters returned there was not
one who did not weep.

Tu Hsiang said: “The wealth and goods of Pu Yang and those
with him are sufficient to enrich several generations. You gentle-
men did not do your best. What you have lost is but a small bit of
what is there. Why worry about it?”

™This seems out of place.
*This siege took place in 279 B.C.
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When the troops heard this, they were all enraged and wished

to fight. Tu Hsiang ordered the horses fed and everyone to eat in
his bed, and early in the morning they marched on the rebels’
camp.” Yang and Hung had not made preparations, and Tu
Hsiang’s troops made a spirited attack and destroyed them.
Chang Yii: . .. In this Imperial Dynasty, when the Eminent Foun-
der ordered his generals to attack Shu, he decreed: “In all the cities
and prefectures taken, you should, in my name, empty the treasuries
and public storehouses to entertain the officers and troops. What
the State wants is only the land.”

Therefore, when in chariot fighting more than ten chariots are

captured, reward those who take the first. Replace the enemy’s flags
and banners with your own, mix the captured chariots with yours, and
mount them.

19.

20.

21.

Treat the captives well, and care for them.

Chang Yii: All the soldiers taken must be cared for with magna-
nimity and sincerity so that they may be used by us.

This is called “winning a battle and becoming stronger.”

Hence what is essential in war is victory, not prolonged operations.

And therefore the general who understands war is the Minister of the
people’s fate and arbiter of the nation’s destiny.

Ho Yen-hsi: The difficulties in the appointment of a commander
are the same today as they were in ancient times.*

"They ate a pre-cooked meal in order to avoid building fires to prepare breakfast.
*Ho Yen-hsi probably wrote this about A.D. 1050.
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III

OFFENSIVE STRATEGY

Sun Tzvu said:

1. Generally in war the best policy is to take a state intact; to ruin it
is inferior to this.

Li Ch’iian: Do not put a premium on killing.

2. To capture the enemy’s army is better than to destroy it; to take
intact a battalion, a company or a five-man squad is better than to
destroy them.

3. 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.

4. Thus, what is of supreme importance in war is to attack the enemy’s
strategy;’

Tu Mu: ... The Grand Duke said: “He who excels at resolving
difficulties does so before they arise. He who excels in conquering
his enemies triumphs before threats materialize.”

Li Ch'tian: Attack plans at their inception. In the Later Han, K’ou
Hsiin surrounded Kao Chun.* Chun sent his Planning Officer,
Huang-fu Wen, to parley. Huang-fu Wen was stubborn and rude
and K’ou Hsiin beheaded him, and informed Kao Chun: “Your staff

TNot, as Giles translates, “to balk the enemy’s plans.”
*This took place during the first century A.D.



OFFENSIVE STRATEGY

officer was without propriety. I have beheaded him. If you wish to
submit, do so immediately. Otherwise defend yourself.” On the
same day, Chun threw open his fortifications and surrendered.

All XK’ou Hsiin’s generals said: “May we ask, you killed his
envoy, but yet forced him to surrender his city. How is this?”

K’ou Hsiin said: “Huang-fu Wen was Kao Chun’s heart and
guts, his intimate counsellor. If I had spared Huang-fu Wen’s life,
he would have accomplished his schemes, but when I killed him,
Kao Chun lost his guts. It is said: “The supreme excellence in war
is to attack the enemy’s plans.” ”

All the generals said: ““This is beyond our comprehension.”

5. Next best is to disrupt his alliances:"

Tu Yu: Do not allow your enemies to get together.

Wang Hsi: . .. Look into the matter of his alliances and cause them
to be severed and dissolved. If an enemy has alliances, the problem
is grave and the enemy’s position strong; if he has no alliances the
problem is minor and the enemy’s position weak.

6. The next best is to attack his army.

Chia Lin: ... The Grand Duke said: ‘“He who struggles for victory
with naked blades is not a good general.”

Wang Hsi: Battles are dangerous affairs.

Chang Yii: If you cannot nip his plans in the bud, or disrupt his
alliances when they are about to be consummated, sharpen your
weapons to gain the victory.

7. The worst policy is to attack cities. Attack cities only when there is
no alternative.*

8. To prepare the shielded wagons and make ready the necessary arms
and equipment requires at least three months; to pile up earthen ramps
against the walls an additional three months will be needed.

9. If the general is unable to control his impatience and orders his
troops to swarm up the wall like ants, one-third of them will be killed
without taking the city. Such is the calamity of these attacks.

TNot, as Giles translates, “to prevent the junction of the enemy’s forces.”

*In this series of verses Sun Tzu is not discussing the art of generalship as Giles
apparently thought. These are objectives or policies—cheng (&)——in order of relative
merit.
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Tu Mu: ... In the later Wei, the Emperor T’ai Wu led one hun-
dred thousand troops to attack the Sung general Tsang Chih at Yu
T’ai. The Emperor first asked Tsang Chih for some wine.! Tsang
Chih sealed up a pot full of urine and sent it to him. T’ai Wu was
transported with rage and immediately attacked the city, ordering
his troops to scale the walls and engage in close combat. Corpses
piled up to the top of the walls and after thirty days of this the dead
exceeded half his force.

10. Thus, those skilled in war subdue the enemy’s army without battle.
They capture his cities without assaulting them and overthrow his state
without protracted operations.

Li Ch’iian: They conquer by strategy. In the Later Han the Marquis
of Tsan, Tsang Kung, surrounded the ““Yao” rebels at Yiian W,
but during a succession of months was unable to take the city.* His
officers and men were ill and covered with ulcers. The King of
Tung Hai spoke to Tsang Kung, saying: “Now you have massed
troops and encircled the enemy, who is determined to fight to the
death. This is no strategy! You should lift the siege. Let them know
that an escape route is open and they will flee and disperse. Then
any village constable will be able to capture them!” Tsang Kung
followed this advice and took Yiian Wu.

11. Your aim must be to take All-under-Heaven intact. Thus your
troops are not worni out and your gains will be complete. This is the
art of offensive strategy.

12. Consequently, the art of using troops is this: When ten to the
enemy’s one, surround him;

13. When five times his strength, attack him;
Chang Yii: If my force is five times that of the enemy I alarm him

to the front, surprise him to the rear, create an uproar in the east
and strike in the west.

"Exchange of gifts and compliments was a normal preliminary to battle.
*Yao (ﬂﬁ) connotes the supernatural. The Boxers, who believed themselves
impervious to foreign lead, could be so described.
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14. If double his strength, divide him."

Tu Yu: . ..Ifatwo-to-one superiority is insufficient to manipulate
the situation, we use a distracting force to divide his army.
Therefore the Grand Duke said: “If one is unable to influence the
enemy to divide his forces, he cannot discuss unusual tactics.”

15. If equally matched you may engage him.

Ho Yen-hsi: . ..In these circumstances only the able general can
win.

16. If weaker numerically, be capable of withdrawing;

Tu Mu: If your troops do not equal his, temporarily avoid his initial
onrush. Probably later you can take advantage of a soft spot. Then
rouse yourself and seek victory with determined spirit.
Chang Yii: If the enemy is strong and I am weak, [ temporarily
withdraw and do not engage.* This is the case when the abilities
and courage of the generals and the efficiency of troops are equal.
If I am in good order and the enemy in disarray, if I am en-
ergetic and he careless, then, even if he be numerically stronger, I
can give battle.

17. And if in all respects unequal, be capable of eluding him, for a small
force is but booty for one more powerful.’t

Chang Yii: ... Mencius said: “The small certainly cannot equal the
large, nor can the weak match the strong, nor the few the
many.”" ¥

18. Now the general is the protector of the state. If this protection is
all-embracing, the state will surely be strong; if defective, the state will
certainly be weak.

TSome commentators think this verse “means to divide one’s own force,” but that
seems a less satisfactory interpretation, as the character chih (Z) used in the two previous
verses refers to the enemy.

*Tu Mu and Chang Yii both counsel “temporary” withdrawal, thus emphasizing
the point that offensive action is to be resumed when circumstances are propitious.

TLit. “the strength of a small force is. . . .> This apparently refers to its weapons
and equipment.

**CC II (Mencius), i, ch. 7.
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Chang Yii: . . . The Grand Duke said: “A sovereign who obtains
the right person prospers. One who fails to do so will be ruined.”

19. Now there are three ways in which a ruler can bring misfortune
upon his army:"

20. When ignorant that the army should not advance, to order an ad-
vance or ignorant that it should not retire, to order a retirement. This
is described as ““hobbling the army.”

Chia Lin: The advance and retirement of the army can be con-
trolled by the general in accordance with prevailing circumstances.
No evil is greater than commands of the sovereign from the court.

21. When ignorant of military affairs, to participate in their adminis-
tration. This causes the officers to be perplexed.

Ts’ao Ts’ao: ... An army cannot be run according to rules of
etiquette.

Tu Mu: As far as propriety, laws, and decrees are concerned, the
army has its own code, which it ordinarily follows. If these are
made identical with those used in governing a state the officers will
be bewildered.

Chang Yii: Benevolence and righteousness may be used to govern
a state but cannot be used to administer an army. Expediency and
flexibility are used in administering an army, but cannot be used in
governing a state.

22. When ignorant of command problems to share in the exercise of
responsibilities. This engenders doubts in the minds of the officers.*

Wang Hsi: . .. If one ignorant of military matters is sent to partic-
ipate in the administration of the army, then in every movement
there will be disagreement and mutual frustration and the entire
army will be hamstrung. That is why Pei Tu memorialized the

THere I have transposed the characters meaning “ruler” and “army,” otherwise the
verse would read that there are three ways in which an army can bring misfortune
upon the sovereign.

*Lit. “Not knowing [or “not understanding” or “ignorant of”’] [where] authority
[lies] in the army”’; or “ignorant of [matters relating to exercise of] military author-
ity. . ..”" The operative character is ‘‘authority” or “power.”
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throne to withdraw the Army Supervisor; only then was he able
to pacify Ts’ao Chou.’

Chang Yii: In recent times court officials have been used as Super-
visors of the Army and this is precisely what is wrong.

If the army is confused and suspicious, neighboring rulers will cause

trouble. This is what is meant by the saying: “A confused army leads
to another’s victory.”*

24.

Meng: ... The Grand Duke said: “One who is confused in pur-
pose cannot respond to his enemy.”

Li Ch’iian: ... The wrong person cannot be appointed to com-
mand. . . . Lin Hsiang-ju, the Prime Minister of Chao, said: “Chao
Kua is merely able to read his father’s books, and is as yet ignorant
of correlating changing circumstances. Now Your Majesty, on ac-
count of his name, makes him the commander-in-chief. This is like
glueing the pegs of a lute and then trying to tune it.”

Now there are five circumstances in which victory may be pre-

dicted.

25.

He who knows when he can fight and when he cannot will be

victorious.

26.

He who understands how to use both large and small forces will

be victorious.

27.

Tu Yu: There are circumstances in war when many cannot attack
few, and others when the weak can master the strong. One able to
manipulate such circumstances will be victorious.

He whose ranks are united in purpose will be victorious.

Tu Yu: Therefore Mencius said: “The appropriate season is not as
important as the advantages of the ground; these are not as impor-
tant as harmonious human relations.”""

"The “Army Supervisors” of the T’ang were in fact political commissars. Pei Tu

became Prime Minister in A.D. 815 and in 817 requested the throne to recall the su-~
pervisor assigned him, who must have been interfering in army operations.

*“Feudal Lords” is rendered “neighboring rulers.” The commentators agree that

a confused army robs itself of victory.

TCC 11 (Mencius), ii, ch. I, p. 8s.
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28. He who is prudent and lies in wait for an enemy who is not, will
be victorious.

Ch’én Hao: Create an invincible army and await the enemy’s mo-
ment of vulnerability.

Ho Yen-hsi: ...A gentleman said: “To rely on rustics and not
prepare is the greatest of crimes; to be prepared beforehand for any
contingency is the greatest of virtues.”

29. He whose generals are able and not interfered with by the sovereign
will be victorious.

Tu Yu: ... Therefore Master Wang said: ‘““T'o make appointments
is the province of the sovereign; to decide on battle, that of the
general.”

Wang Hsi: . .. A sovereign of high character and intelligence must
be able to know the right man, should place the responsibility on
him, and expect results.

Ho Yen-hsi: ... Now in war there may be one hundred changes
in each step. When one sees he can, he advances; when he sees
that things are difficult, he retires. To say that a general must await
commands of the sovereign in such circumstances is like informing
a superior that you wish to put out a fire. Before the order to do
so arrives the ashes are cold. And it is said one must consult the
Army Supervisor in these matters! This is as if in building a house
beside the road one took advice from those who pass by. Of course
the work would never be completed!’

To put a rein on an able general while at the same time asking
him to suppress a cunning enemy is like tying up the Black Hound
of Han and then ordering him to catch elusive hares. What is the
difference?

30. It is in these five matters that the way to victory is known.

31. Therefore I say: “Know the enemy and know yourself; in a hun-
dred battles you will never be in peril.

TA paraphrase of an ode that Legge renders:
They are like one taking counsel with wayfarers about building a house
Which consequently will never come to completion.
(CC 1V, ii, p. 332, Ode 1)
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32. When you are ignorant of the enemy but know yourself, your
chances of winning or losing are equal.

33. If ignorant both of your enemy and of yourself, you are certain in
every battle to be in peril.”

Li Ch’ian: Such people are called “mad bandits.” What can they
expect if not defeat?
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DISPOSITIONS?

SuN Tzu said:

1. Anciently the skillful warriors first made themselves invincible and
awaited the enemy’s moment of vulnerability.

2. Invincibility depends on one’s self; the enemy’s vulnerability on him.

3. It follows that those skilled in war can make themselves invincible
but cannot cause an enemy to be certainly vulnerable.

Mei Yao-ch’en: That which depends on me, I can do; that which
depends on the enemy cannot be certain.

4. Therefore it is said that one may know how to win, but cannot
necessarily do so.

5. Invincibility lies in the defense; the possibility of victory in the at-
tack.®

6. One defends when his strength is inadequate; he attacks when it is
abundant.

7. The experts in defense conceal themselves as under the ninefold

"The character hsing (}B) means “shape,” “form,” or “appearance” or in a more
restricted sense, “‘disposition” or “formation.” The Martial Classics edition apparently
followed Ts’ao Ts'ao and titled the chapter Chun Hsing @ﬁg), “Shape [or “Dispo-
sitions”’] of the Army.” As will appear, the character connotes more than mere physical
dispositions.

*“Invincibility is [means] defense; the ability to conquer is {means] attack.”
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earth; those skilled in attack move as from above the ninefold heavens.
Thus they are capable both of protecting themselves and of gaining a
complete victory.'

Tu Yu: Those expert at preparing defenses consider it fundamental
to rely on the strength of such obstacles as mountains, rivers and
foothills. They make it impossible for the enemy to know where
to attack. They secretly conceal themselves as under the nine-
layered ground.

Those expert in attack consider it fundamental to rely on the
seasons and the advantages of the ground; they use inundations and
fire according to the situation. They make it impossible for an en-
emy to know where to prepare. They release the attack like a
lightning bolt from above the nine-layered heavens.

8. To foresee a victory which the ordinary man can foresee is not the
acme of skill;

Li Ch’iian: ... When Han Hsin destroyed Chao State he marched
out of the Well Gorge before breakfast. He said: “We will destroy
the Chao army and then meet for a meal.” The generals were
despondent and pretended to agree. Han Hsin drew up his army
with the river to its rear. The Chao troops climbed upon their
breastworks and, observing this, roared with laughter and taunted
him: “The General of Han does not know how to use troops!”
Han Hsin then proceeded to defeat the Chao army and after break-
fasting beheaded Lord Ch’eng An.

This is an example of what the multitude does not compre-
hend.*

9. To triumph in battle and be universally acclaimed “Expert” is not
the acme of skill, for to lift an autumn down requires no great strength;
to distinguish between the sun and moon is no test of vision; to hear
the thunderclap is no indication of acute hearing.™

Chang Yii: By “autumn down” Sun Tzu means rabbits’ down,
which on the coming of autumn is extremely light.

TThe concept that Heaven and Earth each consist of “layers” or “stages” is an
ancient one.

*Han Hsin placed his army in ““death ground.” He burned his boats and smashed
his cooking pots. The river was at the rear, the Chao army to the front. Han Hsin had
to conquer or drown.

To win a hard-fought battle or to win one by luck is no mark of skill.
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10. Anciently those called skilled in war conquered an enemy easily
conquered.”

11. And therefore the victories won by a master of war gain him nei-
ther reputation for wisdom nor merit for valor.

Tu Mu: A victory gained before the situation has crystallized is one
the common man does not comprehend. Thus its author gains no
reputation for sagacity. Before he has bloodied his blade the enemy
state has already submitted.

Ho Yen-hsi: ... When you subdue your enemy without fighting
who will pronounce you valorous?

12. For he wins his victories without erring. “Without erring” means
that whatever he does ensures his victory; he conquers an enemy already

defeated.

Ch’én Hao: In planning, never a useless move; in strategy, no step
taken in vain.

13. Therefore the skillful commander takes up a position in which he
cannot be defeated and misses no opportunity to master his enemy.

14. Thus a victorious army wins its victories before seeking battle; an
army destined to defeat fights in the hope of winning.

Tu Mu: . ..Duke Li Ching of Wei said: “Now, the supreme re-
quirements of generalship are a clear perception, the harmony of
his host, a profound strategy coupled with far-reaching plans, an
understanding of the seasons and an ability to examine the human
factors. For a general unable to estimate his capabilities or compre-
hend the arts of expediency and flexibility when faced with the
opportunity to engage the enemy will advance in a stumbling and
hesitant manner, looking anxiously first to his right and then to his
left, and be unable to produce a plan. Credulous, he will place
confidence in unreliable reports, believing at one moment this and
at another that. As timorous as a fox in advancing or retiring, his
groups will be scattered about. What is the difference between this
and driving innocent people into boiling water or fire? Is this not
exactly like driving cows and sheep to feed wolves or tigers?”

"The enemy was conquered easily because the experts previously had created ap-
propriate conditions.
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15. Those skilled in war cultivate the Tao and preserve the laws and
are therefore able to formulate victorious policies.

Tu Muy: The Tao is the way of humanity and justice; “laws” are
regulations and institutions. Those who excel in war first cultivate
their own humanity and justice and maintain their laws and insti-
tutions. By these means they make their governments invincible.

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

17. Measurements of space are derived from the ground.

18. Quantities derive from measurement, figures from quantities, com-
parisons from figures, and victory from comparisons.

Ho Yen-hsi:' “Ground” includes both distances and type of terrain;
“measurement’’ is calculation. Before the army is dispatched, cal-
culations are made respecting the degree of difficulty of the enemy’s
land; the directness and deviousness of its roads; the number of his
troops; the quantity of his war equipment and the state of his mo-
rale. Calculations are made to see if the enemy can be attacked and
only after this is the population mobilized and troops raised.

19. Thus a victorious army is as a hundredweight balanced against a
grain; a defeated army as a grain balanced against a hundredweight.

20. It is because of disposition that a victorious general is able to make
his people fight with the effect of pent-up waters which, suddenly re-
leased, plunge into a bottomless abyss.

Chang Yii: The nature of water is that it avoids heights and hastens
to the lowlands. When a dam is broken, the water cascades with
irresistible force. Now the shape of an army resembles water. Take
advantage of the enemy’s unpreparedness; attack him when he does
not expect it; avoid his strength and strike his emptiness, and like
water, none can oppose you.

"This comment appears in the text after V. 18. The factors enumerated are qualities
of “shape.”
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ENERGY'?

SuN Tzu said:

1. Generally, management of many is the same as management of few.
It is 2 matter of organization.*

Chang Yii: To manage a host one must first assign responsibilities
to the generals and their assistants, and establish the strengths of
ranks and files. . . .

One man is a single; two, a pair; three, a trio. A pair and a trio
make a five, which is a squad; two squads make a section; five
sections, a platoon; two platoons, a company; two companies, a
battalion; two battalions, a regiment; two regiments, a group; two
groups, a brigade; two brigades, an army.** Each is subordinate to
the superior and controls the inferior. Each is properly trained. Thus
one may manage a host of a million men just as he would a few.

3 ¢

TShih (3’7‘), the title of this chapter, means “force,” “influence,” “authority,” “‘en-
ergy.” The commentators take it to mean “‘energy” or “‘potential”’ in some contexts
and “situation” in others.

*Fen Shu (5}&) is literally “division of [or by] numbers” (or *division and
numbering”’). Here translated “‘organization.”

"Suggestive that the “pair”’ and the “trio” carried different weapons.

**A ten-man section; one hundred to the company; two hundred to the battalion;
four hundred to the regiment; eight hundred to the group; sixteen hundred to the
brigade; thirty-two hundred to the army. This apparently reflects organization at the
time Chang Yii was writing. The English terms for the units are arbitrary.
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2. And to control many is the same as to control few. This is a matter
of formations and signals.

Chang Yii: ... Now when masses of troops are employed, cer-
tainly they are widely separated, and ears are not able to hear acutely
nor eyes to see clearly. Therefore officers and men are ordered to
advance or retreat by observing the flags and banners and to move
or stop by signals of bells and drums. Thus the valiant shall not
advance alone, nor shall the coward flee.

3. That the army is certain to sustain the enemy’s attack without suf-
fering defeat is due to operations of the extraordinary and the normal
forces.”

Li Ch’tian: The force which confronts the enemy is the normal;
that which goes to his flanks the extraordinary. No commander of
an army can wrest the advantage from the enemy without extraor-
dinary forces.

Ho Yen-hsi: 1 make the enemy conceive my normal force to be the
extraordinary and my extraordinary to be the normal. Moreover,
the normal may become the extraordinary and vice versa.

4. Troops thrown against the enemy as a grindstone against eggs is an
example of a solid acting upon a void.

Ts’ao Ts’ao: Use the most solid to attack the most empty.

s. Generally, in battle, use the normal force to engage; use the extraor-
dinary to win.

6. Now the resources of those skilled in the use of extraordinary forces
are as infinite as the heavens and earth; as inexhaustible as the flow of
the great rivers.*

7. For they end and recommence; cyclical, as are the movements of
the sun and moon. They die away and are reborn; recurrent, as are the
passing seasons.

*The concept expressed by cheng (I_E), “normal” (or “direct’””) and ch’i (ﬁ), “ex-
traordinary” (or “indirect”) is of basic importance. The normal (cheng) force fixes or
distracts the enemy; the extraordinary (ch’i) forces act when and where their blows are
not anticipated. Should the enemy perceive and respond to a ¢b’i maneuver in such a
manner as to neutralize it, the maneuver would automatically become cheng.

*Sun Tzu uses the characters chiang (%:D and ho (JH), which I have rendered “the
great rivers.”
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8. The musical notes are only five in number but their melodies are
so numerous that one cannot hear them all.

9. The primary colors are only five in number but their combinations
are so infinite that one cannot visualize them all.

10. The flavors are only five in number but their blends are so various
that one cannot taste them all.

11. In battle there are only the normal and extraordinary forces, but
their combinations are limitless; none can comprehend them all.

12. For these two forces are mutually reproductive; their interaction as
endless as that of interlocked rings. Who can determine where one ends
and the other begins?

13. When torrential water tosses boulders, it is because of its momen-
tum,;

14. When the strike of a hawk breaks the body of its prey, it is because
of timing."

Tu Yu: Strike the enemy as swiftly as a falcon strikes its target. It
surely breaks the back of its prey for the reason that it awaits the
right moment to strike. Its movement is regulated.

15. Thus the momentum of one skilled in war is overwhelming, and
his attack precisely regulated.*

16. His potential is that of a fully drawn crossbow; his timing, the re-
lease of the trigger.™

17. In the tumult and uproar the battle seems chaotic, but there is no
disorder; the troops appear to be milling about in circles but cannot be
defeated. **

Li Ch’ilan: In battle all appears to be turmoil and confusion. But
the flags and banners have prescribed arrangements; the sounds of
the cymbals, fixed rules.

TOr regulation of its distance from the prey.

*Following Tu Mu.

"Here again the specific character meaning “crossbow” is used.

**Sun Tzu’s onomatopoetic terms suggest the noise and confusion of battle.
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" ENERGY

Apparent confusion is a product of good order; apparent cowardice,

of courage; apparent weakness, of strength.”

19.

Tu Mu: The verse means that if one wishes to feign disorder to
entice an enemy he must himself be well-disciplined. Only then
can he feign confusion. One who wishes to simulate cowardice and
lie in wait for his enemy must be courageous, for only then is he
able to simulate fear. One who wishes to appear to be weak in
order to make his enemy arrogant must be extremely strong. Only
then can he feign weakness.

Order or disorder depends on organization; courage or cowardice

on circumstances; strength or weakness on dispositions.

20.

Li Ch’iian: Now when troops gain a favorable situation the coward
is brave; if it be lost, the brave become cowards. In the art of war
there are no fixed rules. These can only be worked out according
to circumstances.

Thus, those skilled at making the enemy move do so by creating

a situation to which he must conform; they entice him with something
he is certain to take, and with lures of ostensible profit they await him
in strength.

21.

Therefore a skilled commander seeks victory from the situation and

does not demand it of his subordinates.

22.

Ch’én Hao: Experts in war depend especially on opportunity and
expediency. They do not place the burden of accomplishment on
their men alone.

He selects his men and they exploit the situation*®

Li Ch’itian: ...Now, the valiant can fight; the cautious defend,
and the wise counsel. Thus there is none whose talent is wasted.
Tu Mu: ...Do not demand accomplishment of those who have
no talent.

When Ts’ao Tsao attacked Chang Lu in Han Chung, he left
Generals Chang Liao, Li Tien, and Lo Chin in command of over
one thousand men to defend Ho Fei. Ts’ao Ts’ao sent instructions

TFollowing Tu Mu.
*The text reads: “Thus he is able to select men. ...” That is, men capable of

exploiting any situation. A system of selection not based on nepotism or favoritism is

the inference.
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to the Army Commissioner, Hsieh Ti, and wrote on the edge of
the envelope: “Open this only when the rebels arrive.” Soon after,
Sun Ch’iian of Wu with one hundred thousand men besieged Ho
Fei. The generals opened the instructions and read: “If Sun Ch’iian
arrives, Generals Chang and Li will go out to fight. General Lo
will defend the city. The Army Commissioner shall not participate
in the battle.” All the other generals should engage the enemy.”

Chang Liao said: “Our Lord is campaigning far away, and if
we wait for the arrival of reinforcements the rebels will certainly
destroy us. Therefore the instructions say that before the enemy is
assembled we should immediately attack him in order to blunt his
keen edge and to stabilize the morale of our own troops. Then we
can defend the city. The opportunity for victory or defeat lies in
this one action.”

Li Tien and Chang Liao went out to attack and actually de-
feated Sun Ch’iian, and the morale of the Wu army was rubbed
out. They returned and put their defenses in order and the troops
felt secure. Sun Ch’tian assaulted the city for ten days but could
not take it and withdrew.

The historian Sun Sheng in discussing this observed: “INow war

is a matter of deception. As to the defense of Ho Fei, it was hanging
in the air, weak and without reinforcements. If one trusts solely to
brave generals who love fighting, this will cause trouble. If one
relies solely on those who are cautious, their frightened hearts will
find it difficult to control the situation.”
Chang Yii: Now the method of employing men is to use the av-
aricious and the stupid, the wise and the brave, and to give re-
sponsibility to each in situations that suit him. Do not charge people
to do what they cannot do. Select them and give them responsi-
bilities commensurate with their abilities.

24. He who relies on the situation uses his men in fighting as one rolls
logs or stones. Now the nature of logs and stones is that on stable
ground they are static; on unstable ground, they move. If square, they
stop; if round, they roll.

25. Thus, the potential of troops skillfully commanded in battle may
be compared to that of round boulders which roll down from mountain
heights.

"Ts’ao Ts’ao took care to keep the political officer out of the picture!
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Tu My: . .. Thus one need use but little strength to achieve much.
Chang Yii: ...Li Ching said: “In war there are three kinds of
situation:

When the general is contemptuous of his enemy and his officers
love to fight, their ambitions soaring as high as the azure clouds
and their spirits as fierce as hurricanes, this is situation in respect to
morale.

When one man defends a narrow mountain defile which is like
sheep’s intestines or the door of a dog-house, he can withstand one
thousand. This is situation in respect to terrain.

When one takes advantage of the enemy’s laxity, his weariness,
his hunger and thirst, or strikes when his advanced camps are not
settled, or his army is only half-way across a river, this is situation
in respect to the enemy.”

Therefore when using troops, one must take advantage of the
situation exactly as if he were setting a ball in motion on a steep
slope. The force applied is minute but the results are enormous.”
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WEAKNESSES AND STRENGTHS

Sun Tzu said:

1. Generally, he who occupies the field of battle first and awaits his
enemy is at ease; he who comes later to the scene and rushes into the
fight is weary.

2. And therefore those skilled in war bring the enemy to the field of
battle and are not brought there by him.

3. One able to make the enemy come of his own accord does so by
offering him some advantage. And one able to prevent him from com-
ing does so by hurting him.

Tu Yu: ...If you are able to hold critical points on his strategic
roads the enemy cannot come. Therefore Master Wang said:
“When a cat is at the rat hole, ten thousand rats dare not come
out; when a tiger guards the ford, ten thousand deer cannot cross.”

4. When the enemy is at ease, be able to weary him; when well fed,
to starve him; when at rest, to make him move.

5. Appear at places to which he must hasten; move swiftly where he
does not expect you.

6. That you may march a thousand /i without wearying yourself is
because you travel where there is no enemy.

Ts’ao Ts’ao: Go into emptiness, strike voids, bypass what he de-
fends, hit him where he does not expect you.
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7. To be certain to take what you attack is to attack a place the enemy
does not protect. To be certain to hold what you defend is to defend
a place the enemy does not attack.

8. Therefore, against those skilled in attack, an enemy does not know
where to defend; against the experts in defense, the enemy does not
know where to attack.

9. Subtle and insubstantial, the expert leaves no trace; divinely myste-
rious, he is inaudible. Thus he is master of his enemy’s fate.

Ho Yen-hsi: .. .1 make the enemy see my strengths as weaknesses
and my weaknesses as strengths while I cause his strengths to be-
come weaknesses and discover where he is not strong. . . . I conceal
my tracks so that none can discern them; I keep silence so that
none can hear me.

10. He whose advance is irresistible plunges into his enemy’s weak
positions; he who in withdrawal cannot be pursued moves so swiftly
that he cannot be overtaken.

Chang Yii: ... Come like the wind, go like the lightning,

11. When I wish to give battle, my enemy, even though protected by
high walls and deep moats, cannot help but engage me, for I attack a
position he must succor.

12. When I wish to avoid battle I may defend myself simply by drawing
a line on the ground; the enemy will be unable to attack me because
I divert him from going where he wishes.

Tu Mu: Chu-ko Liang camped at Yang P’ing and ordered Wei
Yen and various generals to combine forces and go down to the
east. Chu-ko Liang left only ten thousand men to defend the city
while he waited for reports. Ssti-ma 1 said: “Chu-ko Liang is in
the city; his troops are few; he is not strong. His generals and
officers have lost heart.”” At this time Chu-ko Liang’s spirits were
high as usual. He ordered his troops to lay down their banners and
silence their drums, and did not allow his men to go out. He
opened the four gates and swept and sprinkled the streets.

Ssti-ma 1 suspected an ambush, and led his army in haste to
the Northern Mountains.

Chu-ko Liang remarked to his Chief of Staff “Ssti-ma 1
thought 1 had prepared an ambush and fled along the mountain

201



ORIGINAL TRANSLATION OF THE ART OF WAR

ranges.” Ssti-ma 1 later learned of this and was overcome with
regrets.’

13. If I am able to determine the enemy’s dispositions while at the
same time I conceal my own then I can concentrate and he must divide.
And if T concentrate while he divides, I can use my entire strength to
attack a fraction of his.* There, I will be numerically superior. Then,
if I am able to use many to strike few at the selected point, those I deal
with will be in dire straits.™

Tu Mu: . ..Sometimes I use light troops and vigorous horsemen
to attack where he is unprepared, sometimes strong crossbowmen
and bow-stretching archers to snatch key positions, to stir up his
left, overrun his right, alarm him to the front, and strike suddenly
into his rear.

In broad daylight I deceive him by the use of flags and banners
and at night confuse him by beating drums. Then in fear and trem-
bling he will divide his forces to take precautionary measures.

14. The enemy must not know where I intend to give battle. For if
he does not know where I intend to give battle he must prepare in a
great many places. And when he prepares in a great many places, those
I have to fight in any one place will be few.

15. For if he prepares to the front his rear will be weak, and if to the
rear, his front will be fragile. If he prepares to the left, his right will be
vulnerable and if to the right, there will be few on his left. And when
he prepares everywhere he will be weak everywhere.**

Chang Yii: He will be unable to fathom where my chariots will
actually go out, or where my cavalry will actually come from, or
where my infantry will actually follow up, and therefore he will
disperse and divide and will have to guard against me everywhere.
Consequently his force will be scattered and weakened and his

"This story provides the plot for a popular Chinese opera. Chu-ko Liang sat in a
gate tower and played his lute while the porters swept and sprinkled the streets and
Ssti-ma 1’s host hovered on the outskirts. Ssii-ma 1 had been fooled before by Chu-
ko Liang and would be fooled again.

*Lit. “one part of his.”

TKarlgren GS 1120m for “dire straits.”

**Lit. “if there is no place he does not make preparations there is no place he is
not vulnerable.” The double negative makes the meaning emphatically positive.
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strength divided and dissipated, and at the place I engage him I can
use a large host against his isolated units.

16. One who has few must prepare against the enemy; one who has
many makes the enemy prepare against him.

17. If one knows where and when a battle will be fought his troops
can march a thousand /i and meet on the field. But if one knows neither
the battleground nor the day of battle, the left will be unable to aid the
right, or the right, the left; the van to support the rear, or the rear, the
van. How much more is this so when separated by several tens of I,
or, indeed, by even a few!

Tu Yi: Now those skilled in war must know where and when a
battle will be fought. They measure the roads and fix the date.
They divide the army and march in separate columns. Those who
are distant start first, those who are near by, later. Thus the meeting
of troops from distances of a thousand i takes place at the same
time. It is like people coming to a city market."

18. Although I estimate the troops of Yiieh as many, of what benefit
is this superiority in respect to the outcome?*

"Tu Mu tells the following interesting story to illustrate the point:

Emperor Wu of the Sung sent Chu Ling-shih to attack Ch’iao Tsung in Shu. The
Emperor Wu said: “Last year Liu Ching-hsuan went out of the territory inside the river
heading for Huang Wu. He achieved nothing and returned. The rebels now think that
I should come from outside the river but surmise that I will take them unaware by
coming from inside the river. If this is the case they are certain to defend Fu Ch’eng
with heavy troops and guard the interior roads. If I go to Huang Wu, I will fall directly
into their trap. Now, I will move the main body outside the river and take Ch’eng
Tu, and use distracting troops towards the inside of the river. This is a wonderful plan
for controlling the enemy.”

Yet he was worried that his plan would be known and that the rebels would learn
where he was weak and where strong. So he handed a completely sealed letter to Ling
Shih. On the envelope he wrote “Open when you reach Pai Ti.” At this time the
army did not know how it was to be divided or from where it would march.

When Ling Shih reached Pai Ti, he opened the letter which read: “The main
body of the army will march together from outside the river to take Ch’eng Tu. Tsang
Hsi and Chu Lin from the central river road will take Kuang Han. Send the weak
troops embarked in more than ten high boats from within the river toward Huang
Wu.”

Chiao Tsung actually used heavy troops to defend within the river and Ling Shh
exterminated him.

*These references to Wu and Yiieh are held by some critics to indicate the date
of composition of the text.
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19. Thus I say that victory can be created. For even if the enemy is
numerous, I can prevent him from engaging.

Chia Lin: Although the enemy be numerous, if he does not know
my military situation, I can always make him urgently attend to his
own preparations so that he has no leisure to plan to fight me.

20. Therefore, determine the enemy’s plans and you will know which
strategy will be successful and which will not;

21. Agitate him and ascertain the pattern of his movement.
22. Determine his dispositions and so ascertain the field of battle."

23. Probe him and learn where his strength is abundant and where
deficient.

24. The ultimate in disposing one’s troops is to be without ascertainable
shape. Then the most penetrating spies cannot pry in nor can the wise
lay plans against you.

25. It is according to the shapes that I lay the plans for victory, but the
multitude does not comprehend this. Although everyone can see the
outward aspects, none understands the way in which I have created
victory.

26. Therefore, when I have won a victory I do not repeat my tactics
but respond to circumstances in an infinite variety of ways.

27. Now an army may be likened to water, for just as flowing water
avoids the heights and hastens to the lowlands, so an army avoids
strength and strikes weakness.

28. And as water shapes its flow in accordance with the ground, so an
army manages its victory in accordance with the situation of the enemy.

29. And as water has no constant form, there are in war no constant
conditions.

30. Thus, one able to gain the victory by modifying his tactics in ac-
cordance with the enemy situation may be said to be divine.

31. Of the five elements, none is always predominant; of the four sea-
sons, none lasts forever; of the days, some are long and some short, and
the moon waxes and wanes.

"Lit. “the field of life and death.”
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MANEUVERT

Sun Tzu said:

1. Normally, when the army is employed, the general first receives
his commands from the sovereign. He assembles the troops and mobil-
izes the people. He blends the army into a harmonious entity and en-
camps it.*

Li Ch’iian: He receives the sovereign’s mandate and in compliance
with the victorious deliberations of the temple councils reverently
executes the punishments ordained by Heaven.

2. Nothing is more difficuit than the art of maneuver. What is difficult
about maneuver is to make the devious route the most direct and to
turn misfortune to advantage.

3. Thus, march by an indirect route and divert the enemy by enticing
him with a bait. So doing, you may set out after he does and arrive
before him. One able to do this understands the strategy of the direct
and the indirect.

Lit. “struggle” or “contest of the armies” as each strives to gain an advantageous
position.

*This verse can be translated as I have, following Li Ch’uan and Chia Lin, or “He
encamps the army so that the Gates of Harmony confront one another” following Ts’ao
Ts'a0 and Tu Mu. After assembling the army, the first task of 2 commander would be
to organize it, or to “harmonize” its diverse elements.
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Ts’ao Ts’ao: . .. Make it appear that you are far off. You may start
after the enemy and arrive before him because you know how to
estimate and calculate distances.

Tu Mu: He who wishes to snatch an advantage takes a devious and
distant route and makes of it the short way. He turns misfortune
to his advantage. He deceives and fools the enemy to make him
dilatory and lax, and then marches on speedily.”

4. Now both advantage and danger are inherent in manuever.*

Ts’ao Ts’ao: One skilled will profit by it; if he is not, it is danger-
ous.

5. One who sets the entire army in motion to chase an advantage will
not attain it.

6. If he abandons the camp to contend for advantage the stores will be
lost.

Tu Mu: If one moves with everything the stores will travel slowly
and he will not gain the advantage. If he leaves the heavy baggage
behind and presses on with the light troops, it is to be feared the
baggage would be lost.

7. It follows that when one rolls up the armor and sets out speedily,
stopping neither day nor night and marching at double time for a hun-
dred Ii, the three commanders will be captured. For the vigorous troops
will arrive first and the feeble straggle along behind, so that if this
method is used only one-tenth of the army will arrive.'

Tu Mu: ...Normally, an army marches thirty /i in a day, which
is one stage. In a forced march of double distance it covers two
stages. You can cover one hundred /i only if you rest neither day
nor night. If the march is conducted in this manner the troops will
be taken prisoner. ... When Sun Tzu says that if this method is

"This comment appears under v. 2 in the text.

*Giles based his reading on the TT and translated: “Maneuvering with an army
is advantageous; with an undisciplined multitude most dangerous.” Sun Hsing-yen also
thought this was the meaning of the verse. This too literal translation completely misses
the point. Ts’ao Ts’a0’s interpretation is surely more satisfactory. The verse is a gen-
eralization that introduces what follows. A course of action that may appear advanta-
geous usually contains within itself the seeds of disadvantage. The converse is also true.

"By “rolling up armor” Sun Tzu undoubtedly meant that heavy individual equip-
ment would be bundled together and left at base.
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used only one out of ten will arrive he means that when there is
no alternative and you must contend for an advantageous position,
you select the most robust man of ten to go first while you order
the remainder to follow in the rear. So of ten thousand men you
select one thousand who will arrive at dawn. The remainder will
arrive continuously, some in late morning and some in mid-
afternoon, so that none is exhausted and all arrive in succession to
join those who preceded them. The sound of their marching is
uninterrupted. In contending for advantage, it must be for a stra-
tegically critical point. Then, even one thousand will be sufficient
to defend it until those who follow arrive.

8. In a forced march of fifty i the commander of the van will fall, and
using this method but half the army will arrive. In a forced march of
thirty i, but two-thirds will arrive.”

9. It follows that an army which lacks heavy equipment, fodder, food
and stores will be lost.*

Li Ch’tian: ... The protection of metal walls is not as important
as grain and food.

10. Those who do not know the conditions of mountains and forests,
hazardous defiles, marshes and swamps, cannot conduct the march of
an army;

11. Those who do not use local guides are unable to obtain the ad-
vantages of the ground.

Tu Mu: The Kuan Tzu says: “Generally, the commander must
thoroughly acquaint himself beforehand with the maps so that he
knows dangerous places for chariots and carts, where the water is
too deep for wagons; passes in famous mountains,” the principal
rivers, the locations of highlands and hills; where rushes, forests,
and reeds are luxuriant; the road distances; the size of cities and

TThis may also be rendered as ““The general of the Upper Army [as distinguished
from the generals commanding the Central and Lower Armies] will be defeated” or
“will be checked.” Here the Upper Army would refer to the advance guard when the
three divisions of the army marched in column. In other words, the advantages and
disadvantages of forced marches must be carefully weighed, and the problem of what
should be carried and what left in a secure base considered.

*The verse that follows this one repeats a previous verse and is a non sequitur here.
It has been dropped.

T“Famous” because of their strategic significance.
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towns; well-known cities and abandoned ones, and where there are
flourishing orchards. All this must be known, as well as the way
boundaries run in and out. All these facts the general must store in
his mind; only then will he not lose the advantage of the ground.”

Li Ching said: “... We should select the bravest officers and

those who are most intelligent and keen, and using local guides,
secretly traverse mountain and forest noiselessly and concealing our
traces. Sometimes we make artificial animals’ feet to put on our
feet; at others we put artificial birds on our hats and quietly conceal
ourselves in luxuriant undergrowth. After this, we listen carefully
for distant sounds and screw up our eyes to see clearly. We con-
centrate our wits so that we may snatch an opportunity. We ob-
serve the indications of the atmosphere; look for traces in the water
to know if the enemy has waded a stream, and watch for movement
of the trees which indicates his approach.”
Ho Yen-hsi: ... Now, if having received instructions to launch a
campaign, we hasten to unfamiliar land where cultural influence
has not penetrated and communications are cut, and rush into its
defiles, is it not difficult? If I go with a solitary army the enemy
awaits me vigilantly. For the situations of an attacker and a defender
are vastly different. How much more so when the enemy concen-
trates on deception and uses many misleading devices! If we have
made no plans we plunge in headlong. By braving the dangers and
entering perilous places we face the calamity of being trapped or
inundated. Marching as if drunk, we may run into an unexpected
fight. When we stop at night we are worried by false alarms; if we
hasten along unprepared we fall into ambushes. This is to plunge
an army of bears and tigers into the land of death. How can we
cope with the rebels’ fortifications, or sweep him out of his decep-
tive dens?

Therefore in the enemy’s country, the mountains, rivers, high-
lands, lowlands, and hills which he can defend as strategic points;
the forests, reeds, rushes, and luxuriant grasses in which he can
conceal himself; the distances over the roads and paths, the size of
cities and towns, the extent of the villages, the fertility or barrenness
of the fields, the depth of irrigation works, the amounts of stores,
the size of the opposing army, the keenness of weapons—all must
be fully known. Then we have the enemy in our sights and he can
be easily taken.

Now war is based on deception. Move when it is advantageous
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and create changes in the situation by dispersal and concentration of
forces.

13. When campaigning, be swift as the wind; in leisurely march, ma-
jestic as the forest; in raiding and plundering, like fire; in standing, firm
as the mountains.* As unfathomable as the clouds, move like a thun-
derbolt.

14. When you plunder the countryside, divide your forces." When
you conquer territory, divide the profits.**

1s. Weigh the situation, then move.

16. He who knows the art of the direct and the indirect approach will
be victorious. Such is the art of maneuvering.

17. The Book of Military Administration says: ‘““As the voice cannot
be heard in battle, drums and bells are used. As troops cannot see each
other clearly in battle, flags and banners are used.”*

18. Now gongs and drums, banners and flags are used to focus the
attention of the troops. When the troops can be thus united, the brave
cannot advance alone, nor can the cowardly withdraw. This is the art
of employing a host.

Tu Mu: ... The Military Law states: “Those who when they
should advance do not do so and those who when they should
retire do not do so are beheaded.”

When Wu Ch’i fought against Ch’in, there was an officer who
before battle was joined was unable to control his ardor. He ad-
vanced and took a pair of heads and returned. Wu Ch'’i ordered
him beheaded.

The Army Commissioner admonished him, saying: “This is a
talented officer; you should not behead him.” Wu Ch’i replied: “I
am confident he is an officer of talent, but he is disobedient.”

Thereupon he beheaded him.

TMao Tse-tung paraphrases this verse several times.

*Adopted as his slogan by the Japanese warrior Takeda Shingen.

™Yang P’ing-an emends and reads: “Thus wherever your banners point, the enemy
is divided.” There does not seem to be any justification for this change.

**Rather than “divide the profits” Yang P'ing-an reads: “defend it to the best
advantage.” The text does not substantiate this rendering.

*This verse is interesting because in it Sun Tzu names a work that antedates his
own.

209



ORIGINAL TRANSLATION OF THE ART OF WAR

19. In night fighting use many torches and drums, in day fighting many
banners and flags in order to influence the sight and hearing of our
troops.’

Tu Mu: ... Just as large formations include smaller ones, so large
camps include smaller ones. The army of the van, rear, right and
left has each its own camp. These form a circle round the head-
quarters of the commander-in-chief in the center. All the camps
encompass the headquarters. The several corners are hooked to-
gether so that the camp appears like the Pi Lei constellation.*

The distance between camps is not greater than one hundred
paces or less than fifty. The roads and paths join to enable troops
to parade. The fortifications face each other so that each can assist
the others with bows and crossbows.

At every crossroad a small fort is built; on top firewood is piled;
inside there are concealed tunnels. One climbs up to these by lad-
ders; sentries are stationed there. After darkness, if a sentry hears
drumbeats on the four sides of the camp he sets off the beacon fire.
Therefore if the enemy attacks at night he may get in at the gates,
but everywhere there are small camps, each firmly defended, and
to the east, west, north or south he does not know which to attack.

In the camp of the commander-in-chief or in the smaller
camps, those who first know the enemy has come allow them all
to enter; they then beat the drums and all the camps respond. At
all the small forts beacon fires are lit, making it as light as day.
Whereupon the officers and troops close the gates of the camps and
man the fortifications and look down upon the enemy. Strong
crossbows and powerful bows shoot in all directions. . . .

Our only worry is that the enemy will not attack at night, for
if he does he is certain to be defeated.

20. Now an army may be robbed of its spirit and its commander de-
prived of his courage.™

Ho Yen-hsi: ... Wu Ch'i said: “The responsibility for a martial
host of a million lies in one man. He is the trigger of its spirit.”

fOr “the enemy,” it is not clear which. Possibly both. Tu Mu’s comment is not
particularly relevant to the verse but is included because it indicates a remarkably high
degree of skill in the science of castramentation.

*Markal? Pi is Alpharatz.

TOr “of his wits,”” I am not sure which.
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Mei Yao-ch’en: . ..If an army has been deprived of its morale, its
general will also lose his heart.

Chang Yii: Heart is that by which the general masters. Now order
and confusion, bravery 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.

21. During the early morning spirits are keen, during the day they flag,
and in the evening thoughts turn toward home."

22. And therefore those skilled in war avoid the enemy when his spirit
is keen and attack him when it is sluggish and his soldiers homesick.
This is control of the moral factor.

23. In good order they await a disorderly enemy; in serenity, a clam-
orous one. This is control of the mental factor.

Tu Mu: In serenity and firmness they are not destroyed by events.
Ho Yen-hsi: For the lone general who with subtlety must control
a host of a million against an enemy as fierce as tigers, advantages
and disadvantages are intermixed. In the face of countless changes
he must be wise and flexible; he must bear in mind all possibilities.
Unless he is stout of heart and his judgment not confused, how
would he be able to respond to circumstances without coming to
his wits’ end? And how settle affairs without being bewildered?
When unexpectedly confronted with grave difficulties, how could
he not be alarmed? How could he control the myriad matters with-
out being confused?

24. Close to the field of battle, they await an enemy coming from afar;
at rest, an exhausted enemy; with well-fed troops, hungry ones. This
is control of the physical factor.

25. They do not engage an enemy advancing with well-ordered ban-
ners nor one whose formations are in impressive array. This is control
of the factor of changing circumstances.*

26. Therefore, the art of employing troops is that when the enemy
"Mei Yao-ch’en says that “morning,” “day,” and ‘“‘evening” represent the phases
of a long campaign.

*QOr the ‘“‘circumstantial factor.” “They” in these verses refers to those skilled in
war.
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occupies high ground, do not confront him; with his back resting on
hills, do no oppose him.

27.
28.

29.

30.

3I.

32.

When he pretends to flee, do not pursue.
Do not attack his élite troops.
Do not gobble proffered baits.

Mei Yao-ch’en: The fish which covets bait is caught; troops who
covet bait are defeated.

Chang Yii: The “Three Strategies” says: “Under fragrant bait there
is certain to be a hooked fish.”

Do not thwart an enemy returning homewards.
To a surrounded enemy you must leave a way of escape.

Tu Mu: Show him there is a road to safety, and so create in his
mind the idea that there is an alternative to death. Then strike.
Ho Yen-hsi: When Ts’ao Ts’ao surrounded Hu Kuan he issued an
order: “When the city is taken, the defenders will be buried.” For
month after month it did not fall. Ts’ao Jen said: “When a city is
surrounded it is essential to show the besieged that there is a way
to survival. Now, Sit, as you have told them they must fight to the
death everyone will fight to save his own skin. The city is strong
and has a plentiful supply of food. If we attack them many officers
and men will be wounded. If we persevere in this it will take many
days. To encamp under the walls of a strong city and attack rebels
determined to fight to the death is not a good plan!” Ts’ao Tsao
followed this advice, and the city submitted.

Do not press an enemy at bay.

Tu Yu: Prince Fu Ch’ai said: “Wild beasts, when at bay, fight
desperately. How much more is this true of men! If they know
there is no alternative they will fight to the death.”

During the reign of Emperor Hsiian of the Han, Chao Ch’ung-
kuo was suppressing a revolt of the Ch'iang tribe. The Ch’iang
tribesmen saw his large army, discarded their heavy baggage, and
set out to ford the Yellow River. The road was through narrow
defiles, and Ch’ung Kuo drove them along in a leisurely manner.

Someone said: “We are in pursuit of great advantage but pro-
ceed slowly.”



MANEUVER

Ch’ung-kuo replied: ‘“They are desperate. I cannot press them.
If I do this easily they will go without even looking around. If I
press them they will turn on us and fight to the death.”

All the generals said: “Wonderful!”

33. This is the method of employing troops.
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VIII

THE NINE VARIABLES

SuN Tzu said:

I. In general, the system of employing troops is that the commander
receives his mandate from the sovereign to mobilize the people and
assemble the army."

2. You should not encamp in low-lying ground.

3. In communicating ground, unite with your allies.
4. You should not linger in desolate ground.

s. In enclosed ground, resourcefulness is required.
6. In death ground, fight.

7. There are some roads not to follow; some troops not to strike; some
cities not to assault; and some ground which should not be contested.

Wang Hsi: In my opinion, troops put out as bait, élite troops, and
an enemy in well-regulated and imposing formation should not be
attacked.

*As Sun Tzu uses almost identical words to introduce Chapter vii, Yang P’ing-an
would drop this. He would also drop v. 2—6 inclusive, as they occur later in discussion
of the “Nine Grounds,” and replace them with v. 26-32 inclusive from Chapter vii.
Where Sun Tzu uses a negative in v. 2—6, it is not the peremptory form he used
previously. Hence I do not feel justified in accepting the emendations proposed. The
“Nine Variables” are then expressed in v. 2—7 inclusive.
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Tu Mu: Probably this refers to an enemy in a strategic position
behind lofty walls and deep moats with a plentiful store of grain
and food, whose purpose is to detain my army. Should I attack the
city and take it, there would be no advantage worth mentioning;
if T do not take it the assault will certainly grind down the power
of my army. Therefore I should not attack it.

8. There are occasions when the commands of the sovereign need not

be obeyed.!

Ts’ao Ts’ao: When it is expedient in operations, the general need
not be restricted by the commands of the sovereign.

Tu Mu: The Wei Liao Tzu says: “Weapons are inauspicious instru~
ments; strife contrary to virtue; the general, the Minister of Death,
who is not responsible to the heavens above, to the earth beneath,
to the enemy in his front, or to the sovereign in his rear.”

Chang Yii: Now King Fu Ch’ai said: “When you see the correct
course, act; do not wait for orders.”

9. A general thoroughly versed in the advantages of the nine variable
factors knows how to employ troops.

Chia Lin: The general must rely on his ability to control the situ-
ation to his advantage as opportunity dictates. He is not bound by
established procedures.

10. The general who does not understand the advantages of the nine
variable factors will not be able to use the ground to his advantage even
though familiar with it.

Chia Lin: ... A general prizes opportune changes in circum-
stances.

11. In the direction of military operations one who does not understand
the tactics suitable to the nine variable situations will be unable to use
his troops effectively, even if he understands the “five advantages.”*

Chia Lin: ... The “five variations” are the following: A road, al-
though it may be the shortest, is not to be followed if one knows
it is dangerous and there is the contingency of ambush.

An army, although it may be attacked, is not to be attacked if

A catch-all that covers the variable circumstances previously enumerated.
*A confusing verse that baffles all the commentators. If Chia Lin is correct, the
“five advantages” must be the situations named in v. 2—6 inclusive.
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it is in desperate circumstances and there is the possibility that the
enemy will fight to the death.

A city, although isolated and susceptible to attack, is not to be
attacked if there is the probability that it is well stocked with pro-
visions, defended by crack troops under command of a wise general,
that its ministers are loyal and their plans unfathomable.

Ground, although it may be contested, is not to be fought for
if one knows that, after getting it, it will be difficuit to defend, or
that he gains no advantage by obtaining it, but will probably be
counter-attacked and suffer casualties.

The orders of a sovereign, although they should be followed,
are not to be followed if the general knows they contain the danger
of harmful superintendence of affairs from the capital.

These five contingencies must be managed as they arise and as
circumstances dictate at the time, for they cannot be settled be-
forehand.

12. And for this reason, the wise general in his deliberations must con-
sider both favorable and unfavorable factors.

Ts’ao Ts’ao: He ponders the dangers inherent in the advantages,
and the advantages inherent in the dangers.

13. By taking into account the favorable factors, he makes his plan
feasible; by taking into account the unfavorable, he may resolve the
difficulties.*

Tu Mu: ...If I wish to take advantage of the enemy I must per-
ceive not just the advantage in doing so but must first consider the
ways he can harm me if I do.

Ho Yen-hsi: Advantage and disadvantage are mutually reproductive.
The enlightened deliberate.

14. He who intimidates his neighbours does so by inflicting injury
upon them.

Chia Lin: Plans and projects for harming the enemy are not con-
fined to any one method. Sometimes entice his wise and virtuous
men away so that he has no counselors. Or send treacherous people

*Sun Tzu says these are “mixed.”
*Sun Tzu says that by taking account of the favorable factors the plan is made
“trustworthy’ or “‘reliable.” “‘Feasible” (or “workable™) is as close as I can get it.
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to his country to wreck his administration. Sometimes use cunning
deceptions to alienate his ministers from the sovereign. Or send
skilled craftsmen to encourage his people to exhaust their wealth.
Or present him with licentious musicians and dancets to change his
customs. Or give him beautiful women to bewilder him.

15. He wearies them by keeping them constantly occupied, and makes
them rush about by offering them ostensible advantages.

16. It is a doctrine of war not to assume the enemy will not come, but
rather to rely on one’s readiness to meet him; not to presume that he
will not attack, but rather to make one’s self invincible.

Ho Yen-hsi: ... The “Strategies of Wu” says: “When the world
is at peace, a gentleman keeps his sword by his side.”

17. There are five qualities which are dangerous in the character of a
general.

18. If reckless, he can be killed;

Tu Mu: A general who is stupid and courageous is a calamity. Wu
Ch’i said: ““When people discuss a general they always pay attention
to his courage. As far as a general is concerned, courage is but one
quality. Now a valiant general will be certain to enter an engage-
ment recklessly and if he does so he will not appreciate what is
advantageous.”

19. If cowardly, captured;

Ho Yen-hsi: The Ssu-ma Fa says: “One who esteems life above all
will be overcome with hesitancy. Hesitancy in a general is a great
calamity.”

20. If quick-tempered you can make a fool of him;

Tu Yu: An impulsive man can be provoked to rage and brought
to his death. One easily angered is irascible, obstinate, and hasty.
He does not consider difficulties.

Wang Hsi: What is essential in the temperament of a general is
steadiness.

21. If he has too delicate a sense of honor you can calumniate him;

Mei Yao-ch’en: One anxious to defend his reputation pays no regard
to anything else.
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22. If he is of a compassionate nature you can harass him.

Tu Mu: He who is humanitarian and compassionate and fears only
casualties cannot give up temporary advantage for a long-term gain
and is unable to let go this in order to seize that.

23. Now these five traits of character are serious faults in a general and
in military operations are calamitous.

24. The ruin of the army and the death of the general are inevitable
results of these shortcomings. They must be deeply pondered.
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IX

MARCHES

SuN Tzu said:

I. Generally when taking up a position and confronting the enemy,
having crossed the mountains, stay close to valleys. Encamp on high
ground facing the sunny side.’

2. Fight downhill; do not ascend to attack.*
3. So much for taking position in mountains.
4. After crossing a river you must move some distance away from it.

s. When an advancing enemy crosses water do not meet him at the
water’s edge. It is advantageous to allow half his force to cross and then
strike.

Ho Yen-hsi: During the Spring and Autumn period the Duke of
Sung came to Hung to engage the Ch’u army. The Sung army had
deployed before the Ch’u troops had completed crossing the river.
The Minister of War said: “The enemy is many, we are but few.
I request permission to attack before he has completed his crossing.”
The Duke of Sung replied: “You cannot.”

When the Ch’u army had completed the river crossing but had
not yet drawn up its formations, the Minister again asked permis-

'Lit. “Looking in the direction of growth, camp in a high place.” The commen-
tators explain that sheng (’:‘E), “growth,” means yang 4%), “sunny’’—that is, the south.

*The TT reading is adopted. Otherwise: “In mountain warfare, do not ascend to
attack.”
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sion to attack and the Duke replied: “Not yet. When they have
drawn up their army we will attack.”

The Sung army was defeated, the Duke wounded in the thigh,
and the officers of the Van annihilated."

6. If you wish to give battle, do not confront your enemy close to the
water.* Take position on high ground facing the sunlight. Do not take
position downstream.

7. This relates to taking up positions near a river.

8. Cross salt marshes speedily. Do not linger in them. If you encounter
the enemy in the middle of a salt marsh you must take position close
to grass and water with trees to your rear.’

9. This has to do with taking up position in salt marshes.

10. In level ground occupy a position which facilitates your action.
With heights to your rear and right, the field of battle is to the front
and the rear is safe.¥*

11. This is how to take up position in level ground.

12. Generally, these are advantageous for encamping in the four situ-
ations named.” By using them the Yellow Emperor conquered four
sovereigns.™

13. An army prefers high ground to low; esteems sunlight and dislikes
shade. Thus, while nourishing its health, the army occupies a firm po-
sition. An army that does not suffer from countless diseases is said to
be certain of victory.®

"The source of Mao Tse-tung’s remark: “We are not like the Duke of Sung.”

*The commentators say that the purpose of retiring from the banks or shores is
to lure the enemy to attempt a crossing.

MPossibly salt flats from time to time inundated, as one sees in north and east
China, rather than the salt marshes negotiable only by boat, with which we are more
familiar.

**Sun Tzu says: “To the front, death; to the rear, life.”” The right flank was the
more vulnerable; shields were carried on the left arm.

*That is, the methods described are to be used in encamping the army. Chang Yii
takes the verses to relate to encamping but then proceeds to quote Chu-ko Liang on
fighting in such places.

HSupposed to have reigned 2607-2597 B.C.

SLit. ““the one hundred diseases.”
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14. When near mounds, foothills, dikes or embankments, you must
take position on the sunny side and rest your right and rear on them.

15. These methods are all advantageous for the army, and gain the help
the ground affords.”

16. Where there are precipitous torrents, “Heavenly Wells,” “Heav-
enly Prisons,” “Heavenly Nets,” “Heavenly Traps,” and “Heavenly
Cracks,” you must march speedily away from them. Do not approach
them.

Ts’ao Ts’ao: Raging waters in deep mountains are “‘precipitous tor-
rents.” A place surrounded by heights with low-lying ground in
the center is called a “Heavenly Well.” When you pass through
mountains and the terrain resembles a covered cage it is a “Heav-
enly Prison.” Places where troops can be entrapped and cut off are
called “Heavenly Nets.”” Where the land is sunken, it is a “Heav-
enly Trap.” Where mountain gorges are narrow and where the
road is sunken for several tens of feet, this is a “Heavenly Crack.”

17. I keep a distance from these and draw the enemy toward them. I
face them and cause him to put his back to them.

18. When on the flanks of the army there are dangerous defiles or
ponds covered with aquatic grasses where reeds and rushes grow, or
forested mountains with dense tangled undergrowth you must carefully
search them out, for these are places where ambushes are laid and spies
are hidden.

19. When the enemy is near by but lying low he is depending on a
favorable position. When he challenges to battle from afar he wishes to
lure you to advance, for when he is in easy ground he is in an advan-
tageous position.*

20. When the trees are seen to move the enemy is advancing.

21. When many obstacles have been placed in the undergrowth, it is
for the purpose of deception.

22. Birds rising in flight is a sign that the enemy is lying in ambush;

"The verse that immediately follows this in the text reads: ‘“When rain falls in the
upper reaches of a river and foaming water descends those who wish to ford must wait
until the waters subside.” This is obviously out of place here. I suspect it is part of the
commentary that has worked its way into the text.

*Another version seems to have read: . . . is offering an ostensible advantage.”
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when the wild animals are startled and flee he is trying to take you
unaware.

23. Dust spurting upward in high straight columns indicates the ap-
proach of chariots. When it hangs low and is widespread infantry is
approaching.

Tu Mu: When chariots and cavalry travel rapidly they come one
after another like fish on a string and therefore the dust rises high
in slender columns.

Chang Yii: ... Now when the army marches there should be pa-
trols out to the front to observe. If they see dust raised by the
enemy, they must speedily report this to the commanding general.

24. When dust rises in scattered areas the enemy is bringing in fire-
wood; when there are numerous small patches which seem to come
and go he is encamping the army.”

25. When the enemy’s envoys speak in humble terms, but he continues
his preparations, he will advance.

Chang Yii: When T’ien Tan was defending Chi Mo the Yen gen-
eral Ch’i Che surrounded it. T’ien Tan personally handled the
spade and shared in the labor of the troops. He sent his wives and
concubines to enroll in the ranks and divided his own food to
entertain his officers. He also sent women to the city walls to ask
for terms of surrender. The Yen general was very pleased. T’ien
Tan also collected twenty-four thousand ounces of gold, and made
the rich citizens send a letter to the Yen general which said: “The
city is to be surrendered immediately. Our only wish is that you
will not make our wives and concubines prisoners.” The Yen army
became increasingly relaxed and negligent and T’ien Tan sallied
out of the city and inflicted a crushing defeat on them.

26. When their language is deceptive but the enemy pretentiously ad-
vances, he will retreat.

27. When the envoys speak in apologetic terms, he wishes a respite.*
Li Ch’tian’s reading, “bringing in firewood,” is adopted. They are dragging bun-
dles of firewood. The comments that interrupt this verse are devoted to discussions of

how people collect firewood!
*This verse, out of place in the text, has been moved to the present context.
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28. When without a previous understanding the enemy asks for a truce,
he is plotting.

Ch’én Hao: . .. If without reason one begs for a truce it is assuredly
because affairs in his country are in a dangerous state and he is
worried and wishes to make a plan to gain a respite. Or otherwise
he knows that our situation is susceptible to his plots and he wants
to forestall our suspicions by asking for a truce. Then he will take
advantage of our unpreparedness.

29. When light chariots first go out and take position on the flanks the
enemy is forming for battle.

Chang Yii: In the “Fish Scale Formation” chariots are in front,
infantry behind them.

30. When his troops march speedily and he parades his battle chariots
he is expecting to rendezvous with reinforcements.

31. When half his force advances and half withdraws he is attempting
to decoy you.

32. When his troops lean on their weapons, they are famished.

33. When drawers of water drink before carrying it to camp, his troops
are suffering from thirst.

34. When the enemy sees an advantage but does not advance to seize
it, he is fatigued.*

35. When birds gather above his camp sites, they are empty.

Ch’én Hao: Sun Tzu is describing how to distinguish between the
true and the false in the enemy’s aspect.

36. When at night the enemy’s camp is clamorous, he is fearful. ™t

Tu Mu: His troops are terrified and insecure. They are boisterous
to reassure themselves.

37. When his troops are disorderly, the general has no prestige.

"This is not exactly clear. He expects to rendezvous with reinforcing troops? Or
are his dispersed detachments concentrating?

*The fact that this series of verses is expressed in elementary terms does not restrain
the commentators, who insist on explaining each one at considerable length.

See Plutarch’s description in “Alexander” of the Persian camp the night before
the battle of Gaugemala.
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Ch’én Hao: When the general’s orders are not strict and his de-
portment undignified, the officers will be disorderly.

38. When his flags and banners move about constantly he is in disarray.

Tu Mu: Duke Chuang of Lu defeated Ch’i at Ch’ang Sho. Tsao
Kuei requested permission to pursue. The Duke asked him why.
He replied: “I see that the ruts of their chariots are confused and
their flags and banners drooping. Therefore I wish to pursue them.”

39. If the officers are short-tempered they are exhausted.

Ch’én Hao: When the general lays on unnecessary projects, every-
one is fatigued.

Chang Yii: When administration and orders are inconsistent, the
men’s spirits are low, and the officers exceedingly angry.

40. When the enemy feeds grain to the horses and his men meat and
when his troops neither hang up their cooking pots nor return to their
shelters, the enemy is desperate.”

Wang Hsi: The enemy feeds grain to the horses and the men eat
meat in order to increase their strength and powers of endurance.
If the army has no cooking pots it will not again eat. If the troops
do not go back to their shelters they have no thoughts of home
and intend to engage in decisive battle.

41. When the troops continually gather in small groups and whisper
together the general has lost the confidence of the army.*

42. Too frequent rewards indicate that the general is at the end of his
resources; too frequent punishments that he is in acute distress.™

43. If the officers at first treat the men violently and later are fearful of
them, the limit of indiscipline has been reached.**

fChang Yii says that when an army “burns its boats” and “smashes its cooking
pots™ it is at bay and will fight to the death.

*Comments under this verse are principally devoted to explaining the terms used.
Most of the commentators agree that when the men gather together and carry on
whispered conversations they are criticizing their officers. Mei Yao-ch’en observes that
they are probably planning to desert. The verse that immediately follows is a paraphrase
of this one, and is dropped.

"Ho Yen-hsi remarks that in the management of his affairs the general should
seek a balance of tolerance and severity.

**QOr “at first to bluster but later to be in fear of the enemy’s host”’? Ts’ao Ts’ao,
Tu Mu, Wang Hsi and Chang Y all take the ch’i (;H\:) here to refer to the enemy,
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44. When the enemy troops are in high spirits, and, although facing
you, do not join battle for a long time, nor leave, you must thoroughly
investigate the situation.

45. In war, numbers alone confer no advantage. Do not advance re-
lying on sheer military power."

46. Tt is sufficient to estimate the enemy situation correctly and to
concentrate your strength to capture him.* There is no more to it than
this. He who lacks foresight and underestimates his enemy will surely
be captured by him.

47. If troops are punished before their loyalty is secured they will be
disobedient. If not obedient, it is difficult to employ them. If troops
are loyal, but punishments are not enforced, you cannot employ them.

48. Thus, command them with civility and imbue them uniformly with
martial ardor and it may be said that victory is certain.

49. If orders which are consistently effective are used in instructing the
troops, they will be obedient. If orders which are not consistently ef-
fective are used in instructing them, they will be disobedient.

50. When orders are consistently trustworthy and observed, the rela-
tionship of a commander with his troops is satisfactory.

but this thought does not follow the preceding verse too well. Tu Yu’s interpretation,
which I adopt, seems better.

T‘For it is not by the numbers of the combatants but by their orderly array and
their bravery that prowess in war is wont to be measured.” Procopius, History of the
Wars, p. 347.

*Ts’ao Ts'ao misinterprets fsu (E) here in the phrase tsu i (E J,y\) meaning “‘it
is sufficient.” His mistake obviously confused the commentators and none cared to take
issue with him. Wang Hsi starts off bravely enough by saying: “I think those who are
skilled in creating changes in the situation by concentration and dispersion need only
gather their forces together and take advantage of a chink in the enemy’s defenses to
gain the victory,” but in the end allows Ts’ao Ts'ao’s prestige to overcome his own
better judgment.
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X

TERRAINY

Sun Tzu said:

1. Ground may be classified according to its nature as accessible, en-
trapping, indecisive, constricted, precipitous, and distant.*

2. Ground which both we and the enemy can traverse with equal ease
is called accessible. In such ground, he who first takes high sunny po-
sitions convenient to his supply routes can fight advantageously.

3. Ground easy to get out of but difficult to return to is entrapping.
The nature of this ground is such that if the enemy is unprepared and
you sally out you may defeat him. If the enemy is prepared and you
go out and engage, but do not win, it is difficult to return. This is
unprofitable.

4. Ground equally disadvantageous for both the enemy and ourselves
to enter is indecisive. The nature of this ground is such that although
the enemy holds out a bait I do not go forth but entice him by march-
ing off. When I have drawn out half his force, I can strike him advan-
tageously.

T“Topography” or “conformation of the ground.”

*Mei Yao-ch’en defines “accessible” ground as that in which roads meet and cross;
“entrapping” ground as net-like; “‘indecisive” ground as that in which one gets locked
with the enemy; “constricted” ground as that in which a valley runs between two
mountains; “precipitous” ground as that in which there are mountains, rivers, foothills,
and ridges, and “distant” ground as level. Sun Tzu uses “distant” to indicate that there
is a considerable distance between the camps of the two armies.
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Chang Yii: ...Li Ching’s “Art of War” says: “In ground which
offers no advantage to either side we should lure the enemy by
feigned departure, wait until half his force has come out, and make
an intercepting attack.”

s. If I first occupy constricted ground I must block the passes and await
the enemy. If the enemy first occupies such ground and blocks the
defiles I should not follow him; if he does not block them completely
I may do so.

6. In precipitous ground I must take position on the sunny heights and
await the enemy." If he first occupies such ground I lure him by march-
ing off; I do not follow him.

Chang Yii: If one should be the first to occupy a position in level
ground, how much more does this apply to difficult and dangerous
places!®* How can such terrain be given to the enemy?

7. When at a distance from an enemy of equal strength it is difficult
to provoke battle and unprofitable to engage him in his chosen posi-
tion.™

8. These are the principles relating to six different types of ground. It
is the highest responsibility of the general to inquire into them with
the utmost care.

Mei Yao-ch’en: Now the nature of the ground is the fundamental
factor in aiding the army to set up its victory.

9. Now when troops flee, are insubordinate,** distressed, collapse in
disorder or are routed, it is the fault of the general. None of these
disasters can be attributed to natural causes.

10. Other conditions being equal, if a force attacks one ten times its
size, the result is flight.

TGenerally I have translated the Yang of Yin-Yang as “south” or “‘sunny,” and Yin
as “north” or “shady.” In the context of Sun Tzu these terms have no cosmic conno-
tations.

* Hsien (I}ﬁ‘) means a “narrow pass,”’ hence “dangerous’ and by implication ‘“‘stra-
tegic.”

The phrase following ‘“‘engage” is added to clarify Sun Tzu’s meaning.

**The character rendered ‘“insubordinate” is shih @I@’ “to unstring a bow”’;
hence, “lax,” “remiss,” “loose.” The commentators make it clear that in this context
the character means “insubordinate.”

227



ORIGINAL TRANSLATION OF THE ART OF WAR

Tu Mu: When one is to be used to attack ten we should first
compare the wisdom and the strategy of the opposing generals, the
bravery and cowardice of the troops, the question of weather, of
the advantages offered by the ground, whether the troops are well
fed or hungry, weary or rested.

11. When troops are strong and officers weak the army is insubordi-
nate.

Tu Mu: The verse is speaking of troops and non-commissioned
officers’ who are unruly and overbearing, and generals and com-
manders who are timid and weak.

In the present dynasty at the beginning of the Ch’ang Ch’ing
reign period* T’ien Pu was ordered to take command in Wei for
the purpose of attacking Wang T’ing-ch’ou. Pu had grown up in
Wei and the people there held him in contempt, and several tens
of thousands of men all rode donkeys about the camp. Pu was
unable to restrain them. He remained in his position for several
months and when he wished to give battle, the officers and troops
dispersed and scattered in all directions. Pu cut his own throat.

12. When the officers are valiant and the troops ineffective the army
is in distress.™

13. When senior officers are angry and insubordinate, and on encoun-
tering the enemy rush into battle with no understanding of the feasi-
bility of engaging and without awaiting orders from the commander,
the army is in a state of collapse.

Ts’ao Ts’ao: ““Senior officers” means subordinate generals. If . . . in
a rage they attack the enemy without measuring the strength of
both sides, then the army is assuredly in a state of collapse.

14. When the general is morally weak and his discipline not strict,
when his instructions and guidance are not enlightened, when there are
no consistent rules to guide the officers and men and when the for-
mations are slovenly the army is in disorder.**

TWu (1' _ﬁ_) denotes a file of five men or the leader of such a file; a corporal; a non-
commissioned officer.

*A.D. 820-825.

Bogged down or sinking, as in a morass. The idea is that if the troops are weak
the efforts of the officers are as vain as if the troops were in a bog.

**The term rendered “‘slovenly” is literally “‘vertically and horizontally.”
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Chang Yii: . .. Chaos self-induced.

15. When a commander unable to estimate his enemy uses a small force
to engage a large one, or weak troops to strike the strong, or when he
fails to select shock troops for the van, the result is rout.

Ts’ao Ts’ao: Under these conditions he commands “certain-to-
flee” troops.

Ho Yen-hsi: . ..In the Han the “Gallants from the Three Rivers”
were “Sword Friends” of unusual talent. In Wu the shock troops
were called “Dissolvers of Difficulty’’; in Ch’i “Fate Deciders”; in
the T’ang “Leapers and Agitators.” These were various names ap-
plied to shock troops; nothing is more important in the tactics of
winning battles than to employ them."

Generally when all the troops are encamped together the gen-
eral selects from every camp its high-spirited and valiant officers
who are distinguished by agility and strength and whose martial
accomplishments are above the ordinary. These are grouped to
form a special corps. Of ten men, but one is selected; of ten thou-
sand, one thousand.

Chang Yii: ... Generally in battle it is essential to use élite troops
as the vanguard sharp point. First, because this strengthens our own
determination; second, because they blunt the enemy’s edge.

16. When any of these six conditions prevails the army is on the road
to defeat. It is the highest responsibility of the general that he examine
them carefully.

17. Conformation of the ground is of the greatest assistance in battle.
Therefore, to estimate the enemy situation and to calculate distances
and the degree of difficulty of the terrain so as to control victory are
virtues of the superior general. He who fights with full knowledge of
these factors is certain to win; he who does not will surely be defeated.

18. If the situation is one of victory but the sovereign has issued orders
not to engage, the general may decide to fight. If the situation is such
that he cannot win, but the sovereign has issued orders to engage, he
need not do so.

TUnfortunately the functions of the ‘‘Leapers and Agitators” are not explained.
Undoubtedly one may have been to arouse the ardor of the troops by wild gyrating
and acrobatic sword play for which the Chinese are justly renowned, and possibly at
the same time to impress the enemy with their ferocity and skill.
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19. And therefore the general who in advancing does not seek personal
fame, and in withdrawing is not concerned with avoiding punishment,
but whose only purpose is to protect the people and promote the best
interests of his sovereign, is the precious jewel of the state.

Li Ch’iian: ... Such a general has no personal interest.
Tu Mu: . ..Few such are to be had.

20. Because such a general regards his men as infants they will march
with him into the deepest valleys. He treats them as his own beloved
sons and they will die with him.

Li Ch’iian: If he cherishes his men in this way he will gain their
utmost strength. Thus, the Viscount of Ch’u needed but to speak
a word and the soldiers felt as if clad in warm silken garments.
Ty Mu: During the Warring States when Wu Ch’i was a general
he took the same food and wore the same clothes as the lowliest
of his troops. On his bed there was no mat; on the march he did
not mount his horse; he himself carried his reserve rations. He
shared exhaustion and bitter toil with his troops.

Chang Yii: ... Therefore the Military Code says: “The general
must be the first in the toils and fatigues of the army. In the heat
of summer he does not spread his parasol nor in the cold of winter
don thick clothing. In dangerous places he must dismount and
walk. He waits until the army’s wells have been dug and only then
drinks; until the army’s food is cooked before he eats; until the
army’s fortifications have been completed, to shelter himself.”*

21. If a general indulges his troops but is unable to employ them; if he
loves them but cannot enforce his commands; if the troops are disor-
derly and he is unable to control them, they may be compared to
spoiled children, and are useless.

Chang Yii: ... If one uses kindness exclusively the troops become
like arrogant children and cannot be employed. This is the reason
Ts’ao Ts’ao cut off his own hair and so punished himself™" . ..
Good commanders are both loved and feared.

"The Viscount commiserated with those suffering from the cold. His words were
enough to comfort the men and raise their flagging spirits.

*Military essays and codes were generally entitled Ping Fa. Chang Yii does not
identify the one from which he quotes.

"After having issued orders that his troops were not to damage standing grain,
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22. If I know that my troops are capable of striking the enemy,
but do not know that he is invulnerable to attack, my chance of
victory is but half.

23. If I know that the enemy is vulnerable to attack, but do not
know that my troops are incapable of striking him, my chance of
victory is but half.

24. If I know that the enemy can be attacked and that my troops
are capable of attacking him, but do not realize that because of the
conformation of the ground I should not attack, my chance of
victory is but half.

25. Therefore when those experienced in war move they make no
mistakes; when they act, their resources are limitless.

26. And therefore I say: “Know the enemy, know yourself; your
victory will never be endangered. Know the ground, know the
weather; your victory will then be total.”

Ts’ao Ts’ao carelessly permitted his own grazing horse to trample it. He thereupon
ordered himself to be beheaded. His officers tearfully remonstrated, and Ts’ao Ts’ao
then inflicted upon himself this symbolic punishment to illustrate that even a com-
mander-in-chief is amenable to military law and discipline.
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THE NINE VARIETIES OF GROUNDt

Sun Tzu said:

1. In respect to the employment of troops, ground may be classified as
dispersive, frontier, key, communicating, focal, serious, difficult, encir-

cled, and death.*

2. When a feudal lord fights in his own territory, he is in dispersive
ground.

Ts’ao Ts’ao: Here officers and men long to return to their nearby
homes.

3. When he makes but a shallow penetration into enemy territory he
is in frontier ground.™

4. Ground equally advantageous for the enemy or me to occupy is key
ground. **

"The original arrangement of this chapter leaves much to be desired. Many verses
are not in proper context; others are repetitious and may possibly be ancient commen-
tary that has worked its way into the text. I have transposed some verses and eliminated
those that appear to be accretions.

*There is some confusion here. The “accessible” ground of the preceding chapter
is defined in the same terms as “‘communicating” ground.

"Lit. “light” ground, possibly because it is easy to retire or because the officers
and men think lightly of deserting just as the expedition is getting under way.

**This is contestable ground, or, as Tu Mu says, “‘strategically important.”
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5. Ground equally accessible to both the enemy and me is communi-
cating.

Tu Mu: This is level and extensive ground in which one may come
and go, sufficient in extent for battle and to erect opposing forti-
fications.

6. When a state is enclosed by three other states its territory is focal.
He who first gets control of it will gain the support of All-under-
Heaven.

7. When the army has penetrated deep into hostile territory, leaving
far behind many enemy cities and towns, it is in serious ground.

Ts’ao Ts’ao: This is ground difficult to return from.

8. When the army traverses mountains, forests, precipitous country, or
marches through defiles, marshlands, or swamps, or any place where
the going is hard, it is in difficult ground.*

9. Ground to which access is constricted, where the way out is tor-
tuous, and where a small enemy force can strike my larger one is called
“encircled.”

Tu Mu: ... Here it is easy to lay ambushes and one can be utterly
defeated.

10. Ground in which the army survives only if it fights with the cour-
age of desperation is called “‘death.”

Li Ch’iian: Blocked by mountains to the front and rivers to the
rear, with provisions exhausted. In this situation it is advantageous
to act speedily and dangerous to procrastinate.

11. And therefore, do not fight in dispersive ground; do not stop in
the frontier borderlands.

12. Do not attack an enemy who occupies key ground; in communi-
cating ground do not allow your formations to become separated.**

"The Empire is always described as “‘All-under-Heaven.”

*The commentators indulge in some discussion respecting the interpretation of
the character rendered “difficult.” Several want to restrict the meaning to ground sus-
ceptible to flooding.

™The verb may be translated as “‘tie down” rather than “strike.”

**Ts’a0 Ts’ao says they must be “closed up.”
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13. In focal ground, ally with neighbouring states; in deep ground,
plunder.’

14. In difficult ground, press on; in encircled ground, devise stratagems;
in death ground, fight.

15. In dispersive ground I would unify the determination of the army.*
16. In frontier ground I would keep my forces closely linked.

Mei Yao-ch’en: On the march the several units are connected; at
halts the camps and fortified posts are linked together.

17. In key ground I would hasten up my rear elements.

Ch’én Hao: What the verse means is that if . . . the enemy, relying
on superior numbers, comes to contest such ground, I use a large
force to hasten into his rear.™

Chang Yii: ... Someone has said that the phrase means “to set out
after the enemy and arrive before him.”**

18. In communicating ground I would pay strict attention to my de-
fenses.

19. In focal ground I would strengthen my alliances.

Chang Yi: I reward my prospective allies with valuables and silks
and bind them with solemn covenants. I abide firmly by the treaties
and then my allies will certainly aid me.

20. In serious ground I would ensure a continuous flow of provisions.
21. In difficult ground I would press on over the roads.
22. In encircled ground I would block the points of access and egress.

Tu Mu: It is military doctrine that an encircling force must leave
a gap to show the surrounded troops there is a way out, so that
they will not be determined to fight to the death. Then, taking

"Li Ch'iian thinks the latter half should read “do not plunder,” as the principal
object when in enemy territory is to win the affection and support of the people.

*This and the nine verses that immediately follow have been transposed to this
context. In the text they come later in the chapter.

"The question is, whose “rear” is Sun Tzu talking about? Ch’én Hao is reading
something into the verse as it stands in present context.

**The “someone” is Mei Yao-ch’en, who takes hou (f’&) to mean “after” in the
temporal sense.
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advantage of this, strike. Now, if I am in encircled ground, and the
enemy opens a road in order to tempt my troops to take it, I close
this means of escape so that my officers and men will have a mind
to fight to the death.

23. In death ground I could make it evident that there is no chance of
survival. For it is the nature of soldiers to resist when surrounded; to
fight to the death when there is no alternative, and when desperate to
follow commands implicitly.

24. The tactical variations appropriate to the nine types of ground, the

advantages of close or extended deployment, and the principles of hu-

man nature are matters the general must examine with the greatest
3k

care.

25. Anciently, those described as skilled in war made it impossible for
the enemy to unite his van and his rear; for his elements both large and
small to mutually cooperate; for the good troops to succor the poor
and for superiors and subordinates to support each other.™

26. When the enemy’s forces were dispersed they prevented him from
assembling them; when concentrated, they threw him into confusion.

Meng: Lay on many deceptive operations. Be seen in the west and
march out of the east; lure him in the north and strike in the south.
Drive him crazy and bewilder him so that he disperses his forces
in confusion.

Chang Yii: Take him unaware by surprise attacks where he is un-
prepared. Hit him suddenly with shock troops.

27. They concentrated and moved when it was advantageous to do
s0;** when not advantageous, they halted.

28. Should one ask: “How do I cope with a well-ordered enemy host

A long story relates that Shen Wu of the Later Wei, when in such a position,
blocked the only escape road for his troops with the army’s livestock. His forces then
fought desperately and defeated an army of two hundred thousand.

*This verse is followed by seven short verses that again define terms previously
defined in v. 2 to 10 inclusive. This appears to be commentary that has worked its way
into the text.

The implication is that even were the enemy able to concentrate, internal dis-
sensions provoked by the skilled general would render him ineffective.

**Lit. “They concentrated where it was advantageous to do so and then acted.
When it was not advantageous they stood fast.”” In another commentary Shih Tzu-mei
says not to move unless there is advantage in it.
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about to attack me?”’ I reply: ““Seize something he cherishes and he will
conform to your desires.”

29. Speed is the essence of war. Take advantage of the enemy’s un-
preparedness; travel by unexpected routes and strike him where he has
taken no precautions.

Tu Mu: This summarizes the essential nature of war . .. and the
ultimate in generalship.

Chang Yii: Here Sun Tzu again explains . . . that the one thing es-
teemed is divine swiftness.

30. The general principles applicable to an invading force are that when
you have penetrated deeply into hostile territory your army is united,
and the defender cannot overcome you.

31. Plunder fertile country to supply the army with plentiful provisions.

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

33. Throw the troops into a position from which there is no escape
and even when faced with death they will not flee. For if prepared to
die, what can they not achieve? Then officers and men together put
forth their utmost efforts. In a desperate situation they fear nothing;
when there is no way out they stand firm. Deep in a hostile land they
are bound together, and there, where there is no alternative, they will
engage the enemy in hand-to-hand combat.*

34. Thus, such troops need no encouragement to be vigilant. Without
extorting their support the general obtains it; without inviting their
affection he gains it; without demanding their trust he wins it.™

35. My officers have no surplus of wealth but not because they disdain
worldly goods; they have no expectation of long life but not because
they dislike longevity.

TComments between question and answer omitted.

*There are several characters in Chinese that basically mean ‘““to fight.”” That used
here implies ““close combat.”

™This refers to the troops of a general who nourishes them, who unites them in
spirit, who husbands their strength, and who makes unfathomable plans.
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Wang Hsi: ... When officers and men care only for worldly riches
they will cherish life at all costs.

36. On the day the army is ordered to march the tears of those seated
soak their lapels; the tears of those reclining course down their cheeks.

Tu Mu: All have made a covenant with death. Before the day of
battle the order is issued: “T'oday’s affair depends upon this one
stroke. The bodies of those who do not put their lives at stake will
fertilize the fields and become carrion for the birds and beasts.”

37. But throw them into a situation where there is no escape and they
will display the immortal courage of Chuan Chu and Ts’ao Kuei."

38. Now the troops of those adept in war are used like the “Simul-
taneously Responding” snake of Mount Ch’ang. When struck on the
head its tail attacks; when struck on the tail, its head attacks, when
struck in the center both head and tail attack.*

39. Should one ask: “Can troops be made capable of such instantaneous
co-ordination?”” I reply: “They can.” For, although the men of Wu
and Yiieh mutually hate one another, if together in a boat tossed by
the wind they would cooperate as the right hand does with the left.

40. It is thus not sufficient to place one’s reliance on hobbled horses
or buried chariot wheels.™

41. To cultivate a uniform level of valor is the object of military ad-
ministration.** And it is by proper use of the ground that both shock
and flexible forces are used to the best advantage.’

Chang Yii: If one gains the advantage of the ground then even
weak and soft troops can conquer the enemy. How much more so

"The exploits of these heroes are recounted in SC, ch. 68.

*This mountain was anciently known as Mt. Héng. During the reign of the Em-
peror Wén (Liu Héng) of the Han (179-159 8.C.) the name was changed to ‘“‘Ch’ang”’
to avoid the taboo. In all existing works “Héng"” was changed to “Ch’ang.”

Such “Maginot Line” expedients are not in themselves sufficient to prevent de-
fending troops from fleeing.

**Ljt. “To equalize courage [so that it is that of] one [man] is the right way of
administration.”

*Chang Yii makes it clear why terrain should be taken into account when troops
are disposed. The difference in quality of troops can be balanced by careful sector
assignment. Weak troops can hold strong ground, but might break if posted in a position
less strong.
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if they are tough and strong! That both may be used effectively is
because they are disposed in accordance with the conditions of the
ground.

42. It is the business of a general to be serene and inscrutable, impartial
and self-controlled.

Wang Hsi: If serene he is not vexed; if inscrutable, unfathomable;
if upright, not improper; if self-controlled, not confused.

43. He should be capable of keeping his officers and men in ignorance
of his plans.

Ts’ao Ts’ao: . ..His troops may join him in rejoicing at the ac-
complishment, but they cannot join him in laying the plans.

44. He prohibits superstitious practices and so rids the army of doubts.
Then until the moment of death there can be no troubles.*

Ts’ao Ts’ao: Prohibit talk of omens and of supernatural portents.
Rid plans of doubts and uncertainties.
Chang Yi: The Ssu-ma Fa says: “Exterminate superstitions.”

45. He changes his methods and alters his plans so that people have no
knowledge of what he is doing.

Chang Yii: Courses of action previously followed and old plans pre-
viously executed must be altered.

46. He alters his camp-sites and marches by devious routes, and thus
makes it impossible for others to anticipate his purpose.’

47. To assemble the army and throw it into a desperate position is the
business of the general.

Giles translated: “It is the business of a general to be quiet and thus ensure secrecy;
upright and just and thus maintain order.” The commentators do not agree, but none
takes it in this sense, nor does the text support this rendering. I follow Ts’ao Ts’ao and
Wang Hsi.

*The Z at the end of this sentence is emended to read ﬁé, which means a natural
or “heaven sent” calamity. Part of Ts’ao Ts’ao’s comment that is omitted indicates that
various texts were circulating in his time.

"Or perhaps, ‘“makes it impossible for the enemy to learn his plans.” But Mei
Yao-ch’en thinks the meaning is that the enemy will thus be rendered incapable of
laying plans. Giles infers that the general, by altering his camps and marching by devious
routes, can prevent the enemy “from anticipating his purpose,” which seems the best.
The comments do not illuminate the point at issue.
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48. He leads the army deep into hostile territory and there releases the
trigger.’

49. He burns his boats and smashes his cooking pots; he urges the army
on as if driving a flock of sheep, now in one direction, now in another,
and none knows where he is going.*

so. He fixes a date for rendezvous and after the troops have met, cuts
off their return route just as if he were removing a ladder from beneath
them.

s1. One ignorant of the plans of neighboring states cannot prepare
alliances in good time; if ignorant of the conditions of mountains, for-
ests, dangerous defiles, swamps, and marshes he cannot conduct the
march of an army; if he fails to make use of native guides he cannot
gain the advantages of the ground. A general ignorant of even one of
these three matters is unfit to command the armies of 2 Hegemonic
King.™

Ts’ao Ts’ao: These three matters have previously been elaborated.
The reason Sun Tzu returns to the subject is that he strongly dis-
approved of those unable to employ troops properly.

s2. Now when a Hegemonic King attacks a powerful state he makes
it impossible for the enemy to concentrate. He overawes the enemy
and prevents his allies from joining him.**

Mei Yao-ch’en: In attacking a great state, if you can divide your
enemy’s forces your strength will be more than sufficient.

s3. It follows that he does not contend against powerful combinations
nor does he foster the power of other states. He relies for the attainment

T“Release” of a trigger, or mechanism, is the usual meaning of the expression fa dchi
(?ﬁ %) The idiom has been translated: “puts into effect his expedient plans.” Wang
Hisi says that when the trigger is released “‘there is no return” (of the arrow or bolt).
Lit. this verse reads: “He leads the army deep into the territory of the Feudal Lords
and there releases the trigger” (or “puts into effect his expedient plans™). Giles translates
the phrase in question as ““shows his hand,” that is, takes irrevocable action.

*Neither his own troops nor the enemy can fathom his ultimate design.

TEmending [JY 1 %‘—“[these] four or five [matters]”—to read |ff, = %‘~
“these three [matters].”

**This verse and next present problems. Chang Yii thinks the verse means that if
the troops of a Hegemonic King (or a ruler who aspires to such status) attack hastily
(or recklessly, or without forethought) his allies will not come to his aid. The other
commentators interpret the verse as I have.
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of his aims on his ability to overawe his opponents. And so he can take
the enemy’s cities and overthrow the enemy’s state.”

Ts’ao Ts’ao: By ‘“Hegemonic King” is meant one who does not
ally with the feudal lords. He breaks up the alliances of All-under-
Heaven and snatches the position of authority. He uses prestige and
virtue to attain his ends.*

Tu Mu: The verse says if one neither covenants for the help of
neighbors nor develops plans based on expediency but in further-
ance of his personal aims relies only on his own military strength
to overawe the enemy country then his own cities can be captured
and his own state overthrown.'

54. Bestow rewards without respect to customary practice; publish or-
ders without respect to precedent.** Thus you may employ the entire
army as you would one man.

Chang Yii: .. .If the code respecting rewards and punishments is
clear and speedily applied then you may use the many as you do
the few.

$s. Set the troops to their tasks without imparting your designs; use
them to gain advantage without revealing the dangers involved. Throw
them into a perilous situation and they survive; put them in death
ground and they will live. For when the army is placed in such a
situation it can snatch victory from defeat.

56. Now the crux of military operations lies in the pretense of accom-
modating one’s self to the designs of the enemy.*

"The commentators differ in their interpretations of this verse. Giles translates:
“Hence he does not strive to ally himself with all and sundry nor does he foster the
power of other states. He carries out his own secret designs, keeping his antagonists in
awe. Thus he is able to capture their cities and overthrow their kingdoms.” But I feel
that Sun Tzu meant that the “Hegemonic King” need not contend against “powerful
combinations” because he isolates his enemies. He does not permit them to form “‘pow-
erful combinations.”

*Possibly Giles derived his interpretation from this comment.

"Also a justifiable interpretation, which illustrates how radically the commentators
frequently differ.

**This verse, obviously out of place, emphasizes that the general in the field need
not follow prescribed procedures in recognition of meritorious service but should be-
stow timely rewards. The general need not follow customary law in respect to admin~
istration of his army.

*Possibly too free a translation, but the commentators agree that this is the idea
Sun Tzu tries to convey. I follow Tu Mu.
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57. Concentrate your forces against the enemy and from a distance of
a thousand i you can kill his general.” This is described as the ability

to attain one’s aim in an artful and ingenious manner.

$8. On the day the policy to attack is put into effect, close the passes,
rescind the passports,* have no further intercourse with the enemy’s
envoys and exhort the temple council to execute the plans.

$9. When the enemy presents an opportunity, speedily take advantage
of it.** Anticipate him in seizing something he values and move in
accordance with a date secretly fixed.

60. The doctrine of war is to follow the enemy situation in order to
decide on battle.”

61. Therefore at first be shy as a2 maiden. When the enemy gives you
an opening be swift as a hare and he will be unable to withstand you.

I follow Ts’ao Ts’ao here. A strategist worthy of the name defeats his enemy from
a distance of one thousand /i by anticipating his enemy’s plans.

*Lit. “break the tallies.” These were carried by travelers and were examined by
the Wardens of the Passes. Without a proper tally no one could legally enter or leave
a country.

™The text is confusing. It seems literally to read: “From [the rostrum of] the
temple, exhort [the army?] [the people?] to execute the plans.” The commentators are
no help.

**Another difficult verse. Some commentators think it should read: “When the
enemy sends spies, immediately let them enter.” The difficulty is in the idiom k’ai ho
(Eﬁ %), literally, ““to open the leaf of a door,” thus, “to present an opportunity [to
enter].” Ts’ao Ts'ao says the idiom means “‘a cleavage,” “a gap,” or “‘a space.” Then,
he goes on, “you must speedily enter.” Other commentators say the idiom means
“spies” or “‘secret agents.” I follow Ts’ao Ts'ao.

*The commentators again disagree: v. §8—61 are susceptible to varying translations
or interpretations.
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ATTACK BY FIRE

SuN Tzvu said:

1. There are five methods of attacking with fire. The first is to burn
personnel; the second, to burn stores; the third, to burn equipment; the
fourth, to burn arsenals; and the fifth, to use incendiary missiles.t

2. To use fire, some medium must be relied upon.

Ts’ao Ts’ao: Rely upon traitors among the enemy.*
Chang Yii: All fire attacks depend on weather conditions.

3. Equipment for setting fires must always be at hand.

Chang Yii: Implements and combustible materials should be pre-
pared beforehand.

4. There are suitable times and appropriate days on which to raise fires.

5. “Times” means when the weather is scorching hot; “days” means
when the moon is in Sagittarius, Alpharatz, I, or Chen constellations,
for these are days of rising winds.™

"There is a mistake in the text here. Tu Yu emends and explains that flame-tipped
arrows are fired into the enemy’s barracks or camp by strong crossbowmen. Other
commentators vary in their interpretations, but Tu Yu’s emendation is logical.

*“among the enemy” added. Ch’én Hao remarks that one does not only rely on
traitors.

"Sun Hsing-yen has emended the original text in accordance with the TT and
YL, but the original seems better and I follow it. I cannot place the I and Chen con-
stellations.
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6. Now in fire attacks one must respond to the changing situation.

7. When fire breaks out in the enemy’s camp immediately coordinate
your action from without. But if his troops remain calm bide your time
and do not attack.

8. When the fire reaches its height, follow up if you can. If you cannot
do so, wait.

9. If you can raise fires outside the enemy camp, it is not necessary to
wait until they are started inside. Set fires at suitable times."

10. When fires are raised up-wind do not attack from down-wind.
11. When the wind blows during the day it will die down at night.*

12. Now the army must know the five different fire-attack situations
and be constantly vigilant,™

13. Those who use fire to assist their attacks are intelligent; those who
use inundations are powerful.

14. Water can isolate an enemy but cannot destroy his supplies or
equipment.**

15. Now to win battles and take your objectives, but to fail to exploit
these achievements is ominous and may be described as “wasteful
delay.”*

16. And therefore it is said that enlightened rulers deliberate upon the
plans, and good generals execute them.

17. If not in the interests of the state, do not act. If you cannot succeed,
do not use troops. If you are not in danger, do not fight.*

18. A sovereign cannot raise an army because he is enraged, nor can a
general fight because he is resentful. For while an angered man may

YA warning not to be cooked in your own fire is to be inferred from the last
sentence.

*Following Chang Yii.

MFollowing Tu Mu.

**Following Ts’ao Ts’ao.

*Mei Yao-ch’en is the only commentator who caught Sun Tzu’s meaning; situa-
tions must be exploited.

#The commentators make it clear that war is to be used only as a last resort.
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again be happy, and a resentful man again be pleased, a state that has
perished cannot be restored, nor can the dead be brought back to life.

19. Therefore, the enlightened ruler is prudent and the good general
is warned against rash action.” Thus the state is kept secure and the
army preserved.

TLast three words added. Rage and resentment lead to rash action.
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XIII

EMPLOYMENT OF SECRET AGENTS?

SunN Tzvu said:

1. Now when an army of one hundred thousand is raised and dis-
patched on a distant campaign the expenses borne by the people to-
gether with the disbursements of the treasury will amount to a thousand
pieces of gold daily. There will be continuous commotion both at home
and abroad, people will be exhausted by the requirements of transport,
and the affairs of seven hundred thousand households will be dis-
rupted.®

Ts’ao Ts’ao: Anciently, eight families comprised a community.
When one family sent a man to the army, the remaining seven
contributed to its support. Thus, when an army of one hundred
thousand was raised those unable to attend fully to their own
ploughing and sowing amounted to seven hundred thousand
households.

2. One who confronts his enemy for many years in order to struggle
for victory in a decisive battle yet who, because he begrudges rank,
honors and a few hundred pieces of gold, remains ignorant of his ene-

"The character used in the title means “the space between” two objects (such as
a crack between two doors) and thus “cleavage,” “division,” or “to divide.” It also
means “spies,” “spying,” or “‘espionage.”

*1 have translated “‘to a distance of one thousand 4" as “on a distant campaign.”
The figure need not be taken as specific.
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my’s situation, is completely devoid of humanity. Such a man is no
general; no support to his sovereign; no master of victory.

3. Now the reason the enlightened prince and the wise general conquer
the enemy whenever they move and their achievements surpass those
of ordinary men is foreknowledge.

Ho Yen-hsi: The section in the Rites of Chou entitled “Military
Officers” names “The Director of National Espionage.” This of-
ficer probably directed secret operations in other countries.

4. What is called “foreknowledge” cannot be elicited from spirits, nor
from gods, nor by analogy with past events, nor from calculations. It
must be obtained from men who know the enemy situation.

5. Now there are five sorts of secret agents to be employed. These are
native, inside, doubled, expendable, and living.*

6. When these five types of agents are all working simultaneously and
none knows their method of operation, they are called “The Divine
Skein” and are the treasure of a sovereign."

7. Native agents are those of the enemy’s country people whom we
employ.

8. Inside agents are enemy officials whom we employ.

Tu Mu: Among the official class there are worthy men who have
been deprived of office; others who have committed errors and
have been punished. There are sycophants and minions who are
covetous of wealth. There are those who wrongly remain long in
lowly office; those who have not obtained responsible positions,
and those whose sole desire is to take advantage of times of trouble
to extend the scope of their own abilities. There are those who are
two-faced, changeable, and deceitful, and who are always sitting on
the fence. As far as all such are concerned you can secretly inquire
after their welfare, reward them liberally with gold and silk, and so
tie them to you. Then you may rely on them to seek out the real
facts of the situation in their country, and to ascertain its plans

"Probably an appeal to the authority of tradition to support the legitimacy of
espionage and subversion which are contrary to the spirit of Confucian teaching.

*I use “‘expendable” in lieu of “death.”

"The idea is that information may be gathered in as fish are by pulling on a single
cord and so drawing together the various threads of a net.
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directed against you. They can as well create cleavages between the
sovereign and his ministers so that these are not in harmonious
accord.

9. Doubled agents are enemy spies whom we employ.

Li Ch’tian: When the enemy sends spies to pry into my accom-
plishments or lack of them, I bribe them lavishly, turn them around,
and make them my agents.

10. Expendable agents are those of our own spies who are deliberately
given fabricated information.

II.

Tu Yu: We leak information which is actually false and allow our
own agents to learn it. When these agents operating in enemy
territory are taken by him they are certain to report this false in-
formation. The enemy will believe it and make preparations ac-
cordingly. But our actions will of course not accord with this, and
the enemy will put the spies to death.

Chang Yu: . ..In our dynasty Chief of Staff Ts’ao once pardoned
a condemned man whom he then disguised as a monk, and caused
to swallow a ball of wax and enter Tangut. When the false monk
arrived he was imprisoned. The monk told his captors about the
ball of wax and soon discharged it in a stool. When the ball was
opened, the Tanguts read a letter transmitted by Chief of Staff Ts’ao
to their Director of Strategic Planning. The chieftain of the bar-
barians was enraged, put his minister to death, and executed the
spy monk. This is the idea. But expendable agents are not confined
to only one use. Sometimes I send agents to the enemy to make a
covenant of peace and then I attack.

Living agents are those who return with information.

Tu Yu: We select men who are clever, talented, wise, and able to
gain access to those of the enemy who are intimate with the sov-
ereign and members of the nobility. Thus they are able to observe
the enemy’s movements and to learn of his doings and his plans.
Having learned the true state of affairs they return and tell us.
Therefore they are called “living” agents.

Tu Mu: These are people who can come and go and communicate
reports. As living spies we must recruit men who are intelligent but
appear to be stupid; who seem to be dull but are strong in heart;
men who are agile, vigorous, hardy, and brave; well-versed in lowly
matters and able to endure hunger, cold, filth, and humiliation.

247



ORIGINAL TRANSLATION OF THE ART OF WAR

12. Of all those in the army close to the commander none is more
intimate than the secret agent; of all rewards none more liberal than
those given to secret agents; of all matters none is more confidential
than those relating to secret operations.

Mei Yao-ch’en: Secret agents receive their instructions within the
tent of the general, and are intimate and close to him.
Tu Mu: These are “mouth to ear” matters.

13. He who is not sage and wise, humane and just, cannot use secret
agents. And he who is not delicate and subtle cannot get the truth out
of them.

Tu Mu: The first essential is to estimate the character of the spy to
determine if he is sincere, truthful, and really intelligent. After-
wards, he can be employed. ... Among agents there are some
whose only interest is in acquiring wealth without obtaining the
true situation of the enemy, and only meet my requirements with
empty words.” In such a case I must be deep and subtle. Then I
can assess the truth or falsity of the spy’s statements and discriminate
between what is substantial and what is not.

Mei Yao-ch’en: Take precautions against the spy having been turned
around.

14. Delicate indeed! Truly delicate! There is no place where espionage
is not used.

15. If plans relating to secret operations are prematurely divulged the
agent and all those to whom he spoke of them shall be put to death.*

Ch’én Hao: ... They may be killed in order to stop their mouths
and prevent the enemy hearing.

16. Generally in the case of armies you wish to strike, cities you wish
to attack, and people you wish to assassinate, you must know the names
of the garrison commander, the staff officers, the ushers, gate keepers,
and the bodyguards. You must instruct your agents to inquire into these
matters in minute detail.

Such agents are now aptly described as “paper mills.”

*Giles translated: “If a secret piece of news is divulged by a spy before the time
is ripe. . ..” Sun Tzu is not talking about “news” here but about espionage affairs, or
matters or plans relating to espionage.
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Tu Mu:: If you wish to conduct offensive war you must know the
men employed by the enemy. Are they wise or stupid, clever or
clumsy? Having assessed their qualities, you prepare appropriate
measures. When the King of Han sent Han Hsin, Ts’ao Ts’an, and
Kuan Ying to attack Wei Pao he asked: “Who is the commander-
in-chief of Wei?” The reply was: “Po Chih.” The King said: “His
mouth still smells of his mother’s mitk. He cannot equal Han Hsin.
Who is the Cavalry commander?” The reply was: “Feng Ching.”
The King said: “He is the son of General Feng Wu-che of Ch’in.
Although worthy, he is not the equal of Kuan Ying. And who is
the infantry commander?” The reply was: “Hsiang T°0.” The King
said: “He is no match for Ts’ao Ts’an. I have nothing to worry
about.”

17. It is essential to seek out enemy agents who have come to conduct
espionage against you and to bribe them to serve you. Give them in-
structions and care for them.” Thus doubled agents are recruited and
used.

18. It is by means of the doubled agent that native and inside agents
can be recruited and employed.

Chang Yii: This is because the doubled agent knows those of his
own countrymen who are covetous as well as those officials who
have been remiss in office. These we can tempt into our service.

19. And it is by this means that the expendable agent, armed with false
information, can be sent to convey it to the enemy.

Chang Yii: 1t is because doubled agents know in what respects the
enemy can be deceived that expendable agents may be sent to con-
vey false information.

20. It is by this means also that living agents can be used at appropriate
times.

21. The sovereign must have full knowledge of the activities of the five
sorts of agents. This knowledge must come from the doubled agents,
and therefore it is mandatory that they be treated with the utmost
liberality.

"These agents, according to Giles’ translation, are to be “tempted with bribes, led
away and comfortably housed.”
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22. Of old, the rise of Yin was due to I Chih, who formerly served

the Hsia; the Chou came to power through Lu Yu, a servant of
the Yin.

Chang Yii: 1 Chih was a minister of Hsia who went over to the
Yin. Lu Wang was a minister of Yin who went over to the Chou.

23. And therefore only the enlightened sovereign and the worthy gen-
eral who are able to use the most intelligent people as agents are certain
to achieve great things. Secret operations are essential in war; upon
them the army relies to make its every move,

Chia Lin: An army without secret agents is exactly like a man with-
out eyes or ears.

Several of the commentators are outraged that these worthies are described by
Sun Tzu as “spies” or “‘agents,” but of course they were.
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