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Introduction

An MBA is a curious beast: it can accelerate your career, even if it has limited 
practical value in day-to-day management. 
 Top employers hire top MBAs, but not because MBAs have mastered the 
mysteries of management. An MBA is a hallmark of personal commitment, 
effort, and ambition which employers value more than the actual content of 
the MBA course. Bayesian analysis, the Black Scholes option pricing model, and 
advanced corporate strategy are all more important in the MBA course than 
they are for a manager who is faced with a difficult customer, intransigent col-
league, awkward boss, and a tight project deadline. 
 In practice, the MBA is a classic university course: it is very good at trans-
ferring a body of explicit knowledge from one generation to the next. Explicit 
knowledge is about “know-what” skills, like finance, accounting, math. This 
is useful knowledge to have. But as managers’ careers progress, they find that 
technical skills become less important and people and political skills become 
more important. People and political skills are classic examples of tacit knowl-
edge or “know-how.” Universities and MBA courses are simply not very good at 
dealing with this sort of knowledge. 
 Like the MBA, the aim of this book is to help you accelerate your career, but 
not by simply reducing an MBA down to a few simplistic formulas. The aim is 
more ambitious than that. 
 This book assumes that you are smart. So The Mobile MBA does not spell out 
each MBA theory in detail: it is not trying to condense an entire MBA into one 
book. The purpose of The Mobile MBA is to show how you can apply MBA ideas 
in daily management practice. So the first part of the book breaks the key ideas 
of the MBA into bite-sized chunks and shows how you can use them. 
 If you already have an MBA you will discover how to use strategy, finance, 
accounting, marketing, organization, operations, math, and human capital in 
practice. If you don’t have an MBA, this section will show you that there are no 
dark arts which only $60,000 and an MBA will reveal. It will demystify the myster-
ies of the MBA and lay out the simple principles which all managers must learn. 
 The second part of the book fills in the holes left by the MBA. It gives you 
a quick reference check to the survival skills of management. It is not a substi-
tute for your personal experience: it is a sanity check for you. You can see if your 
experience is good or bad and if there are better ways of handling the endless 
ambiguous events which make management both challenging and rewarding.
 You can read this book however you want. You do not have to start at the 
beginning and end at the end. You can dip in and out. You can keep it by your desk 
and use it as your just-in-time coach, to give you ideas and refresh your thinking 
when you face a tough challenge, or you can carry it with you, so you can use it 
on the way to meetings, workshops, or presentations. You can also use it alongside 
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its online version. The address for this is www.mobile-mba.com. As well as this, 
the book comes with 11 free video Skill-Pills. These are brief training videos that 
can be downloaded to your smartphone, tablet, or computer. They will provide 
you with the skills and information needed to complete a task, wherever you 
are. Scan the QR code with your smartphone (you may have to download an 
app to help you do this). You can use the QR code that’s inside the back cover of 
the book, or you can use the codes at the beginning of each chapter to take you 
straight to the interactive version. Keep that section on your phone or laptop 
and you will have the resource available to you wherever you go—you will have 
a truly mobile MBA in your hands. 
 Whether you have an MBA or not, The Mobile MBA is a very small investment 
in your future which can help you achieve very large returns. If The Mobile MBA 
helps you make the most of your career, it will have served its purpose.

www.mobile-mba.com
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The naTure of sTraTegy

The best predictor of next year’s strategy is this year’s strategy, plus or minus a 
bit. Most managers simply do not spend their lives re-inventing the firm’s strat-
egy every day. Even the CEO does not do this. Most strategy is incremental: it 
builds from one year to the next. Look at most of the top firms in the world and 
they have not radically changed their strategies for years.
 Firms that try to re-invent themselves as something different often fail: dino-

saurs can’t dance. Instead, most firms try to get better and 
better at what they already do, and then hope that no one 
else comes along with an idea which wipes out their busi-
ness model.

 Incremental strategy is risk averse: most businesses do not like risk, unless it is 
a guaranteed success. So the result is that most firms rise or fall with the market. 
In 1984 the FTSE 100 was created. It represented the very best of British busi-
ness: the top 100 public companies. They appeared mighty and impregnable. 
By 2011, just 28 of them are still in the top 100. The problem is not that man-
agement has suddenly become incompetent. The problem is that the world has 
changed faster than they are able to change: strategic success formulas have 
become formulas for failure.
 The reality of corporate strategy is far removed from the world of the gurus 
who teach strategy at business schools. But it pays to have an understanding of 
the two main schools of strategic thinking. Even to talk of “the two main schools 
of strategy” puts you far ahead of most of your peers. Here are the two schools:

The rationalists

The standard bearer for the rational school remains Michael Porter. His five 
forces analysis of industry claims that you can understand the attractiveness 
of an industry by assessing the strength of competitors, suppliers, customers, 
substitute products and services, and potential new market entrants. He leads 
a field which believes that analysis will provide the answer to most strategic 
challenges. Most top consulting firms believe that hard data and deep analysis 
are the way forward. Such a firm, BCG, invented the “BCG grid” which is a very 
analytical and prescriptive way of deciding how different businesses should be 
managed for cash, depending on their relative competitive position and the rel-
ative growth of their markets.
 The rationalists face two practical challenges. The first is that messy, real-
world reality often does not conform to crisp, clean models: how you choose to 
define a market can radically change the answers you get. The second practi-
cal problem is that if everyone does the same analysis and comes up with the 

dinosaurs can’t 
dance
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same solution, you have a recipe for collective disaster. Success does not come 
from doing the same as all your competitors, but by being different in a rel-
evant way. The good news for managers is that management has not yet been 
reduced to a few simple formulas: you still need smart management to deal 
with messy reality.

The romantics

There was a rebellion against the analytical types and their diagrams. The rebel-
lion was led by C.K. Prahalad who showed that strategy is more a process of 
discovery than of analysis. You cannot predict the future, but you can discover 
it. Let us call this group the romantics, those who rebelled against the ration-
alists. Prahalad, supported by Gary Hamel, created two new ideas which have 
now found their way into mainstream management thinking: strategic intent 
and core competence. Prahalad was followed by other academics who he had 
trained including Chan Kim (blue ocean strategy) and Venkat Ramaswamy 
(co-creation). 
 Here is how their ideas stand apart from the rationalist tradition:

 ● Strategic intent. Instead of being constrained by analysis, strategic intent 
dares management to dream and plan for the seemingly impossible. The 
idea is to stretch the firm into business not as usual, to break the rules so that 
even smaller firms can challenge market leaders.

 ● Core competence. Instead of building points of differentiation around 
price, packaging, and performance which can be easily copied, build deep 
capabilities which cannot be copied quickly. Then exploit those capabilities 
across markets: for instance, Honda engine technology spreads from cars to 
outboard motors to motorbikes and mowers.

 ● Blue ocean strategy. Instead of competing in the red ocean of existing 
markets, where there is warfare for market share, discover uncharted new 
territories where you can succeed without competing: all the traditional 
analysis of markets and competitors disappears because you are competing 
in a completely new way.

 ● Co-creation. Instead of analyzing market needs and consumers, work with 
your users to identify what they most need. Let them help you develop and 
design new products and markets: treat them as partners, not just  
as customers.
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Both have a place

In practice, both schools of strategy have their place in the sun. The rationalists 
tend to be better at incremental strategy for established and legacy organizations. 
The romantics tend to be better when you are looking for that radical break-
through or you want to mobilize the organization for change. The rationalists 
separate developing and implementing strategy. For the romantics, developing 
and implementing strategy go hand in hand, and involve a much wider group of 
people, inside and beyond the firm, than the rationalists would normally involve.

Dealing wiTh sTraTegy

If you want to succeed as a top manager, you have to show you can handle a 
strategic discussion. 
 An MBA course may let you believe that you can fix a company’s strat-
egy by reading case notes and analyzing sheets of data. But in reality it is not 
that simple. There is always ambiguity and uncertainty. But you need to know 

how to handle a strategic discussion in your organiza-
tion. Instead of having smart answers, you need to have       
smart questions. 
   The process of strategy formulation is mainly about 
seeing things from a series of different perspectives, and 
asking the right questions about each perspective. Each 
perspective not only gives you a different view but may 
be in conflict with the others. There are no simple answers, 
so the discussion is important and you need to be able to 
contribute to it intelligently.

 Here are the six main perspectives you need to think about and the typical 
sorts of question you need to be able to ask:

 ● Customers. What do they want? Are there under-served segments? Are 
there unfilled needs? How big and profitable is the potential of each market 
segment? Can we change our pricing or product for different customer 
segments (types)? How can we serve our existing customers better, retain 
them for longer, and make more money from each one? How can we acquire 
new customers more effectively and efficiently? What can we learn from our 
heavy users and from customers who defect? Can we grow into any new 
geographic markets?

 ● Competitors. Have they left any unserved segments or markets? Can we 
build any barriers to entry? Do we have any advantage (costs, brand, location, 

instead of 
having smart 
answers, 
you need to 
have smart 
questions



THE WORLD OF STRATEGY 5

service) which the competitors cannot copy? What is their advantage over 
us? Do they have any profit sanctuaries we can disrupt? How will they react 
to any move we make? How fast and well can they copy us?

 ● Channels. What is our best route to market both for acquiring new customers 
and for serving new customers? What is the cost and effectiveness of each 
channel? Are there any new channels or partnerships to test and to build?

 ● Product. Can we use or adapt our product for another market or territory? 
Are there other offerings in other markets or from our competitors which we 
can learn from or improve? What is wrong with existing products? How easy 
or hard is it to copy our product and how can we defend it? Can we adapt 
or develop our existing products further and can we extend our brands any 
further? Are there any disruptive technologies out there which are either a 
threat or an opportunity for us?

 ● Economics. What is the cost to serve (and potential profitability) of each 
segment? Can we be lowest cost sustainably? How can we play with our 
cost structure (fixed and variable) and pricing structure to cause maximum 
damage to competitors? How can we use our suppliers and supply chain to 
better effect? Can we reduce our cost base through efficiency, re-engineering, 
outsourcing, partnerships? Should we look at game changing acquisitions: to 
fill out our product portfolio, to gain market access, or to reduce costs?

 ● Corporate perspective. This is where theory meets reality. You may be 
asked to dream the dream and be creative, but ultimately you will be 
rewarded not for taking a massive risk but for finding the incremental gain 
which drives the business forward: business is risk averse. Second, from a 
corporate perspective you will be rewarded for following the vision and 
agenda of the top team: your brilliant idea will remain a pipe dream if it does 
not fit with the corporate agenda. 

Keep pushing at different perspectives and you will eventually find a new 
insight. Chase the insight, not consensus. Consensus will lead to a me-too 
strategy where you follow competition. Insight will drive you to a new  
place altogether.

applying sTraTegy To your area

If you want to make a difference and be visible to top management, align what 
you do with top management’s strategy. This is known as a BFO: a blinding flash 
of the obvious. It is so obvious that it is routinely missed by most managers. 
Many departments simply keep on pushing the agenda they inherited, instead 
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of thinking what is really needed. Just as the best predictor of next year’s strategy 
is this year’s strategy, so the best predictor of next year’s departmental budget 
is this year’s budget. The incremental approach is low risk at both corporate and 
departmental level. But at some point, incremental paths slowly diverge. You 
need to bring them back together again, and be seen to be doing so. 
 Even if the overall corporate strategy changes little, the language and 
emphasis will change from year to year and from CEO to CEO. The focus will 
shift from customers to products to costs to quality to globalization and back 
to customers again. Essentially, the CEO and top management are telling a story 
about what they think is important, and one they want you to follow. This is 
your chance to shine: show that you understand the new focus and that you 
are doing something about it. You will immediately set yourself apart from your 
peers who are doing business as usual.
 The question is: how do you show you are being strategy driven? A simple 
and real case will make the point (see below).
 If the facilities manager can act strategically, anyone can. 
 So what if you cannot effect a strategic revolution to align your area with the 
corporate strategy? The next best thing is to make sure you talk the language 
of the new priorities. So if the new priority is about customer focus, highlight all 
the work that you do that is customer focused and show how you are increasing 
that focus in your unit. Talking this way will be music to the ears of top manag-
ers who are normally very frustrated that their ideas are neither fully understood 
nor fully implemented throughout the organization: you will sound different 
and stand out from your peers for all the right reasons. 

A simple case

You are the facilities manager for a professional services firm. The new CEO has decided 

that the firm needs to be more client focused and more collaborative. So what on earth 

does that have to do with you? You generally worry about non-client focused things like 

coffee machines, office cleaning, and where the desks should be placed.

 But you are different. You realize that this is your chance to make a difference and to 

shine. So you start by changing the layout of the office. To encourage staff to spend time 

with clients, you introduce hot desking with not enough desks to go around for all the 

staff. To encourage a more collaborative workplace, you replace executives’ private offices 

with an open plan space. You then work with IT to replace all the desktops with laptops 

so that executives can travel and spend more time with clients. In essence, you effect a 

strategic revolution. 
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four pillars of sTraTegy

Most business strategies are very simple. They all pass the elevator test: “Can you 
explain your strategy to an investor on a short ride in an elevator?” Executing 
the strategy is harder than describing it. Most strategies are built on one of four 
basic pillars: customers, products, competition, or economics. Each pillar gives a 
different insight and different approach: 

 ● Customer led. Solve a customer problem or need; build a brand and 
franchise. FMCG (fast moving consumer goods) are the natural home of 
customer focused businesses. New entrants will often solve an existing 
or unknown customer need in a unique way. The successful dot.com 
businesses delivered a customer need, like Facebook and Amazon. The  
dot.com failures fell in love with the product and technology (Boo.com, 
Webvan) and failed. 

 ● Product led. Build a better mousetrap; build a new product development 
machine. Pharmaceutical companies are classic product innovation 
machines. But old markets can be upset by new entrants coming in with 
new products to disrupt the incumbents: think of Dyson in vacuum cleaners 
and Amazon in book retailing. It was very hard for the incumbents to follow. 

 ● Competitively focused. Can we stay level with or beat our peers? 
Incumbents tend to be in oligopolies where they follow each other with 
minor differences. New entrants come in with completely new approaches: 
think of the major airlines and the rapid arrival and growth of the low-cost 
carriers. 

 ● Economically focused. Achieve economies of scale; lowest cost producer. 
Oil and gas firms are obvious examples. Many large car firms became 
obsessed with cost and economies of scale and forgot their customer focus 
and product quality, leaving the way open for new entrants from Japan.

To make it more complicated, there are differences between new entrants into 
the market and incumbents. Typically, incumbents layer one advantage on top 
of another. New entrants seek a big advantage in one area: they practice asym-
metric warfare. Successful new entrants change the rules of the game in ways 
which the incumbents cannot follow. Here are some simple examples to make 
the point:
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Strategy type Incumbents New entrants

Customer focused P&G, Unilever, Coca-Cola Virgin, Facebook

Product focused Pharmaceutical firms Dyson, Skype

Competitively focused Major airlines, banks Ryanair

Economically focused Oil and gas majors, miners Dell as a start up, Formule 1

New entrants succeed not by copying the incumbents, but by being different. 
But their formula can be copied by other new entrants, so they quickly have to 
raise their game and start layering in new advantages. So Microsoft started out 
as product focused (by providing an operating system for early IBM PCs) and 
then became competitively focused, now dominating the market for desktop 
operating systems. Google followed suit. It started as product focused by pro-
viding a fast search facility, then built a unique economic model of paid search 
and finally is becoming competitively focused as it seeks to dominate the global 
market for organizing the world’s information. Google’s original product advan-
tage was easy to copy; the economic model of paid search was harder to follow 
because Google had scale and reach others could not match. The final, competi-
tive advantage of organizing the world’s information is so scale-sensitive it will 
be very hard for anyone to follow. 
 If you are an incumbent, strategy will be incremental and low risk: expand 
a product range or channel, reassess investment priorities. If you are a new 
entrant, do not play the incumbent’s game. Change the rules of the game so 
that the incumbents cannot follow you, and then change the rules of the game 
again so that other new entrants cannot follow you. 

 sTraTegy anD The arT of unfair  
 compeTiTion

The goal of strategy is very simple: you have to find a source of unfair competi-
tion which results in making excess profits. Regulators and competitors should 
hate you for this, but without it, you fail. Every firm needs to make “excess” 
profits somewhere to stay alive: this profit sanctuary will help to pay for all the 
projects that go wrong, for investments that take time to mature, and to offset 
the impact of competition, customers, taxpayers, and staff who always seem to 
want more and give less. 
 You can only make excess profits if you have a source of unfair competition 
somewhere. All successful businesses have some form of unfair advantage, 
which other competitors find very hard to copy. For instance, you may:
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 ● Have a license to drill oil in a low cost oil field (e.g. Exxon, Petrobas, Shell)

 ● Be in the best location on Main Street (e.g. McDonald’s, Starbucks)

 ● Own copyright or patents (e.g. Disney, Dyson, hi-tech firms)

 ● Be the first to move into a new market and dominate it (e.g. Google and paid 
search, Microsoft and desktop operating systems)

 ● Have a powerful brand (e.g. P&G, Unilever, Nike)

 ● Have a global network which is hard to copy (e.g. McKinsey and  
Goldman Sachs)

 ● Own a unique resource (e.g. Heathrow landing slots)

If you and your firm talk about “points of differentiation,” be very worried. That is 
a weak form of competitive advantage. Your goal is to have a thoroughly unfair 
advantage which allows you to make large amounts of money. The problem 
with a fair fight is that you might lose it: make sure the competitive fight is as 
unfair as possible.
 What is your source of unfair competitive advantage?

porTfolio sTraTegy

Portfolio strategy is a classic MBA lesson. But as with some theories, the reali-
ties can be a stranger to the practice when it comes to corporate level strategy. 
The two main issues are that portfolio strategy is a flawed theory and practicing 
leaders think of their portfolio in a different way.

outline of the theory 

Your investment strategy is determined by the relative competitive position of 
your business and by the growth rate of its market. This gives rise to the follow-
ing prescriptions:

 ● High relative competitive position, high growth market: reinvest cash to 
maintain share

 ● High relative competitive position, low growth market: milk the product  
for cash

 ● Low relative competitive position, high growth market: sell the business

 ● Low relative competitive position, low market growth: exit, close, sell
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The theory breaks down as soon as it hits reality. The first big problem is about 
defining your market and your relative competitive position. For instance, Flash 
was a powdered floor cleaner with 45% share of a declining market (the pow-
dered market). But if it was seen as part of all floor cleaners (including liquids 
and creams) it had about 20% of a growing market. Depending on the defini-
tion, you could say it was growing or declining and be perceived as a market 
leader or a me-too brand. How you define the brand defines your strategy. 
 The second problem with this approach is that if everyone follows it, you 
have collective marketplace insanity. For instance, milling and baking is a dull 
and declining business in many mature markets. So you would want to run it for 
cash or exit it. The more you run the business down, the more portfolio theory 
becomes a self-fulfilling prophecy. As no one invests in it, the industry disap-
pears as surely as the Cheshire Cat leaving nothing but a smile behind. The same 
thinking would apply to steel and other mature industries.

Practicing leaders think of portfolio strategy differently

If you are in an industry then that is your business and your future. It does not 
matter whether the theory says it should be growing or declining. As a leader, 
your job is to make the most of your business. So you should protect and grow 
it. If you are a steel maker, you could argue that making computer games is a 
more attractive industry with more growth and better margins. But that does 
not mean you should ditch steel and enter computer games. Your investors can 
make that decision in order to protect their investment portfolios, but you have 
your business to run. And even if the whole industry is in decline, there is still 
plenty of room for you to succeed:

 ● In the steel industry, Nucor grew by adopting a radically different model from 
the incumbents (recycling, mini mills versus large integrated mills).

 ● In milling and baking, RHM saw that other players were running their 
operations down. So they invested in their own milling and baking 
operations to make them the best and at lowest cost; they built share and 
protected margins. 

Let shareholders worry about their portfolios; they can diversify at very low cost. 
As a leader, focus on your mission rather than worry about portfolio balance.
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 creaTing a vision for your firm  
 anD your Team

A vision is a story in three parts:

 ● This is where we are.

 ● This is where we are going.

 ● This is how we will get there.

And if you want to make the vision truly compelling, you add a fourth part: 
“and here is your very important role in helping us get there.” In other words, 
make the vision personal. Telling people that your vision is to increase earnings 
per share by 7% for the next five years is not wildly exciting: instead show how 
achieving this will help create growth and more job opportunities for all. 
 Often the best visions are the simplest: “We will become 
more customer focused,” “We are going to become inter-
national,” “We will professionalize our operations.” These are 
simple statements that everyone can understand, and they 
give you a script to follow for the rest of the year. If you are 
running a large organization, you may want a grander vision.
 If you want a big vision, try this one: “We will put a man on the moon within 
ten years.” Kennedy’s vision, in the wake of Sputnik, seemed like a pipe dream. 
But it was achieved. Since the vision, NASA has had successes and failures 
(Hubble and Challenger), but has lost its way compared to the time it was driven 
by Kennedy’s compelling vision. 
 To test your firm’s vision, think of Kennedy, NASA, the space race and Russia. 
RUSSIA is the acronym for what makes a good vision:

 ● Relevant: it meets a need which everyone inside the firm can recognize.

 ● Unique: you could not apply your vision to your competitors or to the local 
coffee shop.

 ● Stretching: “I will go to work most days” is not a great vision. “I will conquer 
the known world by the age of 30” is a bit more stretching: step forward 
Alexander the Great.

 ● Simple: if no one can remember it, no one can act on it.

 ● Immediate: you have to act on the vision now and know when you have  
gotten there.

often the best 
visions are the 
simplest
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 ● Actionable: each person in the firm must know what it means for them, and 
the firm must know how the vision will affect investment, decision making, 
measurements, and rewards. 

How Russian is the vision for your firm and your team? 

mergers anD acquisiTions

For the past 30 years at least, academic studies have shown that most acquisi-
tions destroy value for the shareholders of the acquiring firm. The only winners 
are the shareholders of the acquired firm who typically enjoy a 40% bid pre-
mium on the shares they sell.
 For CEOs, M&A activity is very attractive: it shows that you are doing some-
thing dramatic, it allows you to tell a story and it is quicker and easier than the 
grind of building the business organically. It also gives you a larger empire to 
run. For investment banks, M&A activity means fees for the acquirer and for the 
defense; fees for negotiating the funding; fees for then breaking up the merger 
and sorting out the financial mess five years later. 
 There are essentially three sorts of acquisition:

 ● The unrelated acquisition where the financial plays succeed in the medium 
term but few survive long term: the acquired company has little or 
nothing in common with the holding company. The acquirers used to be 
conglomerates like ITT or Hanson; nowadays they are likely to be private 
equity firms. In each case, the message is that the acquirer has found a 
superior way of managing any sort of firm. In practice, it relies on financial 
engineering (conglomerates) and large amounts of leverage (private equity). 
When times are good, profits rise and the acquirers look like geniuses. When 
recession hits and profits fall, they discover the dark side of leverage, which 
can be very dark indeed. 

 ● The fill-in acquisition where the acquisitions become very expensive: this is 
designed to fill in a hole in a firm’s technology, capability, or market coverage. 
IBM has been buying dozens of mid-scale firms for precisely this reason: 
building a portfolio of competences fast. Arguably, it is cheaper to buy a 
market tested competence than try to build it internally. However, since 
every other major technology player has had the same idea, you will pay a 
high premium for your acquisitions.

 ● The scale acquisition, in industries where you face a simple choice: you 
can be predator or prey. “Economies of scale” are the holy grail of many 
acquisitions. The scale acquisition works in two ways. Internally, it enables the 
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firm to reduce unit costs: you reduce staffing levels, and reduce infrastructure 
spend on IT, facilities, factories, and the supply chain. Externally, it enables the 
firm to increase market dominance over both suppliers (by forcing them to 
reduce prices) and customers (removing market capacity and competition 
enables prices to rise). Inevitably, regulators become very interested when 
the scale acquisition leads to excess market dominance. Retailing banking 
for the past 30 years has been swamped by scale driven M&As, with huge 
savings to be made in people, property, and IT. 

The fatal flaw with most acquisitions is that the acquirer pays too much for the 
acquisition. The logic of the deal may be right, but the price is often wrong. This 
happens because the thrill of the hunt overwhelms any logic. Investment bank-
ers will be whispering in your ear, “Dare to be great.” The media will portray it as a 
hunt: you either get your kill or you have failed as a CEO.
 The only known antidote to the madness of the hunt is a used envelope. On 
the back of it, work out the maximum you are prepared to pay for the target, 
with all the economies of scale. Do this before the hunt starts. Then keep the 
envelope in your pocket. If you are invited to pay too much, refer to your enve-
lope and walk away. Ignore all the clever arguments of advisers who will always 
find ways of justifying an ever higher price: a used envelope has more integrity 
and impartiality than your highly paid advisers. And it costs less.

how To Be innovaTive

All firms and clients say they like innovation. They lie. They like the results of suc-
cessful innovation, which may lead to a source of unfair competitive advantage. 
But they hate the process of innovation. Next time you are asked to innovate, 
ask in return if your managers enjoy risk, ambiguity, uncertainty, expense, and 
failure. Then you will find out how much firms really want innovation. Innovation 
is fine as long as it is tried, tested and bound to succeed.
 Fortunately, you do not have to discover the successor to the wheel to inno-
vate. Nor do you have to endure sessions with your “creatives.” Here is how you 
can find an innovative idea:

1 Copy an idea, especially from abroad. The low-cost carrier model was 
developed by SouthWest Airlines in the USA and its success was obvious. It 
took 10 years before Ryanair and easyJet copied the model into Europe with 
devastating results. 

2 Find a solution for a customer problem.
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3 Listen to your customers. The useful ones are either the heavy users, or the 
awkward squad who are always complaining. They are the ones who will 
have the ideas and insights about what the market really needs. See if you 
can deliver it profitably.

4 Spend a day in the life of your customer. See what they world looks 
like from their end as they try to use your product or service. It can be a 
humbling experience, but profitable. Take it further and co-create the new 
service with your client. 

5 Find a market failure and do something about it. As a middle market 
company, I found banks overcharging me on prices, being inefficient, and 
selling awful products. That was great news: I set up a bank which was 
slightly less bad and it took off. Don’t get mad, get even. 

Finding the idea is perhaps 10% of the battle. The real battle is internal: making 
sure that you have the support and commitment of the organization to make 
the idea happen. 

The language of sTraTegy

Some managers love to throw around strategic words to make themselves and 
their ideas sound impressive. In practice, when a manager says something is “stra-
tegic” they mean it is important, but perhaps only to themselves. Here are some of 
the most common concepts, what they mean and how you can use them.

STRATEgIC INTENT Normally used as a way of making a goal sound impres-
sive. As used in practice by the late C.K. Prahalad (who came up with the term) it 
was a way of stretching the organization and daring managers to achieve things 
which would force business not as usual. The intellectual integrity of the idea is 
weak, but the stories used to illustrate the idea are inspirational. 

CoRE ComPETENCE This is generally used to refer to anything we think we 
might be good at doing. This also came from C.K. Prahalad, and is more inspira-
tional than practical.

Co-CREATIoN This is a Venkat Ramaswamy concept and gets very compli-
cated very fast. At its simplest, it means we want to work with our customers 
a bit more, especially by involving them in product development. Many great 
ideas come from users, so it makes sense to listen to them and work with them. 
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It is much more than “giving customers control,” which is a euphemism for cut-
ting out your help desk and giving your customers a web link instead. 

BLUE oCEAN, REd oCEAN Brought to us courtesy of Chan Kim. The basic 
arguments are simple: try to compete in uncompeted territory (easier for start-
ups than for legacy businesses). Second, draw a value curve of what customers 
really want, and then re-engineer your product to focus on that and nothing 
else. This often leads to the birdie strategy (birds go cheep cheep and this strat-
egy often leads to going cheap cheap). 

REENgINEERINg More of an operational play than a true strategy. Originally it 
meant working out what the customer really wanted and then reorganizing the 
processes of the organization to deliver that well. It was a revolution because it 
made people look at a horizontal view of the organization (processes) not the 
old vertical view (functional silos). It has now become a short-hand for cost cut-
ting which ignores the customer completely.

VALUE PRoPoSITIoN At its simplest, this means giving customers what they 
want at a price they want. This leads to value curves: map the value customers 
want versus what you give and what competitors give. Analyze the value curve 
to do some value engineering: cut out what customers do not want and reduce 
your costs, while focusing on what customers most want. 

PoRTFoLIo STRATEgy ANd mANAgEmENT Work out which businesses or 
products you want to exit, stay in, build, and grow. Ultimately, the portfolio strategy 
should enable the firm to achieve a balance of cash producing and cash consum-
ing (but growing) businesses. In practice, very few managers ever do a portfolio 
strategy and when they do, they get bogged down in definitions of the market, 
relative growth, and relative share.

ComPETITIVE AdVANTAgE, dIFFERENTIATIoN Listen 
carefully when people talk about this. Often they refer to 
very weak advantages (“we are a penny cheaper; our pack-
aging is nicer...”). These are weak advantages because they 
are easy to copy. To be relevant, your competitive advan-
tage should be thoroughly unfair, that means it has to be:

 ● Sustainable: price cuts are often not sustainable.

 ● Hard to copy: copying a financial product takes minutes; copying a patent 
or a copyright leads straight to court. Copying Microsoft’s near monopoly on 
desktop operating systems is not easy.

your competitive 
advantage 
should be 
thoroughly 
unfair
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go To mARkET STRATEgy This means more or less what people want it to 
mean. It can refer to your firm’s:

 ● overall strategy: how will we deploy our assets and capabilities to achieve 
our goals?

 ● marketing strategy: which customers will we target, through which 
channels, at what price, and how will we position our product relative to 
competition?

 ● Channel strategy: we know our product and our target customer, but how 
will we reach them in terms of sales, advertising, and the route to market 
(which channels of distribution will we use)? 

Business sTarT-ups

You need to decide if running a business is for you. Here is what to expect.
 Before you start, people will tell you it won’t work. When you start, they will 
tell you it isn’t a real business. Finally, when you are in your private jet and they 
are negotiating their 10% pay raise, they will tell you that you were lucky and 
that they were absolutely central to your success. As you build the business you 
will find about 50 people who believe that they each deserve 10% of the equity 
for their help, for their advice, and for the introductions they made for you. And 
then they wonder why entrepreneurs can be arrogant. 
 Moving from salaried security to insecure start-up is a one-way leap: you can 
never go back. Once you have tasted the joys and hell of freedom you cannot 
return to the gilded cage of employment. You may work longer and for less 
money, but psychologically you will find it impossible to work for someone else. 
At least on your own, your triumphs and disasters are all your own. 
 The leap is huge. You are not just changing employment: you are changing 
your identity. You no longer get the kudos from saying, “I am the big chief at 
MegaCorp.” You are your business: failure is not just a business failure, it is failure 
of your dreams and identity. This is hard in a way that business school can never 
prepare you for. You discover that if your computer goes down, it is a disaster 
and no one is there to save the day for you. Cash flow is not a few lines on the 
monthly report: it is the difference between paying the bills and going bank-
rupt. Weekends and holidays are a luxury that salaried colleagues enjoy and you 
do not. But, if this is what you want, then go for it. The ride is exciting, exhilarat-
ing, and exhausting. And you will never turn back.
 Second, you need to know how to go about it. Again, business schools are 
too sophisticated in their approach. In practice, I have followed a simple model 
with each business I have started: IPM. IPM stands for ideas, people, money. You 
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need them in that order: ideas first, then people, and finally money. It tends to 
go wrong when people start with the money (“I want $10 million in five years”) 
and work back from that. Everyone starts to argue over a pot of money which 
does not exist, instead of building the business. Here is IPM in more detail:

I: IdEA You need a great idea which you believe in 100%. It can be as simple as 
“there is no hairstylist in this town (and I like styling hair)” through to the most 
ambitious of global start-ups. Be very clear about why your idea will:

 ● Attract and retain many customers

 ● Be sustainably competitive

 ● Make money: the economics should be robust

Don’t be afraid to discuss your “secret” idea with other people. In practice, no 
one else is likely to have the energy and motivation to take the leap you pro-
pose, and they will not understand the full scope of your idea anyway. As you 
discuss the idea, they will raise many objections. Good ideas simply get stronger 
as a result of overcoming each objection. As you share your idea, you will also 
find some people who could be very good partners for you. You are doing soft 
recruiting for your new venture.
 Be ambitious with your idea. The more ambitious it is, the more likely you 
are to attract great talent. Which leads to the well worn motto: “Think big, start 
small, scale fast.” When you start, you may start as a small business, but be clear 
about how you will realize its full potential and become a big business. 
 At this stage, it makes sense to develop your idea from the safety of your cur-
rent employer. Regular income is a wonderful thing to have. 

P: PEoPLE A sole trader business is a lifestyle business. It is often hard to sustain 
for long. To succeed, you need to have a great team around you. Pick people 
who complement your skills: they should be different from you in terms of 
both skills and styles. Not everyone wants to do accounting, or sales, or IT: find 
those skills. And if you only hire extroverts, your office will have all the order of a 
chimpanzees’ tea party. If you hire only introverts, your office will be like a library 
echoing to the sound of silence.
 Recognize that you will probably have to turn your team over as the business 
grows. People who enjoy start-ups enjoy the buzz, freedom, and creativity that 
goes with them. These are not people who like the order, structure, systems, and 
discipline of a larger organization. 
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m: moNEy A good idea beats the dull weight of money every time. And if you 
have a great idea and great people, you will find the money. If you lack the idea 

or the people, then you will never get the money. The idea 
and the people always have to come first.
    Fortunately, there are many sources of funding for you 
to tap: venture capitalists, banks, exorbitant credit cards, 
your own piggy bank, angel investors (who can turn into 
devils), unsuspecting relatives, and of course custom-
ers and suppliers if you manage your cash flow properly. 
If you have great people, you will work the money out. 
And you will probably have a few financial near-death 

experiences along the way. In years to come, they will be the war stories you               
fondly remember.
 Finally, remember that equity is everything. Everyone will want a slice of your 
action. Don’t give it. It’s your business, so keep it that way. 

a good idea 
beats the dull 
weight of 
money every 
time
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PQ (Political Quotient) 128, 170–2
Prahalad, C.K. 3, 14
praise 75, 77, 102, 105, 110–11
 as tactic 122–3
preparation 155, 162–3
presentations 59, 138, 158–61
pressure 102, 146
pricing 24, 26–8, 61
 marketing and 20
priorities 70, 132, 142–3
 reorganization and 89
privacy 75, 105, 112, 137, 156
products
 image 21, 23
 marketing and 20
 strategy and 5, 7, 8
profits, marketing and 20–1
project management 85–6
projections 39
projects 84–6
promotion (career progression) 150–1, 170–8
promotion (marketing) 20
psychographic profiling 69
psychological assessment 118–20
pyramid of ratios 45

quality 86–8
“quality time” 105
questions, open 121
R&D 57

Ramaswamy, Venkat 3, 14
rationalist school of strategy 2–3, 4
rationality 2–3, 29, 33, 131, 134, 177
ratios 45
reading 162–3
recognition 75, 77, 105, 110
recruitment 68–70
 see also CVs
red ocean 3, 15
redundancies 60–1
 see also firing
reengineering 15, 89–91
regulations 92–3
rehearsing 159, 161
reliability 117, 130, 172, 175
repetition 133, 157, 164
 see also paraphrasing
reporting, financial see accounts
research and development 57
respect 114
 liking and 105, 106
responsibility 78, 98, 101, 102
 for ourselves 142, 149
restructuring 88–91
retailing 7, 42, 43
return on investment (ROI) 48
revenue recognition 44, 55–6
RHM 10
risk 2, 13, 45–7, 82
 assessing 48–9
 buying and 34
 decisions and 133
 leverage and 41
rivals see competition/competitors
ROI (return on investment) 48
role modeling 76, 77, 98, 149
romantic school of strategy 3–4
RUSSIAn vision 11–12
Ryanair 8, 13

salaries 74–5, 77
sales people 20, 28
scale 7, 8, 12–13, 39–40
 costs and 56–8
 quality and 87, 88
scandal 165
scheduling 146
secretaries 129
segments 25–6, 29, 39
self-assessment 118–19
self-management 142–9
selling 20, 34–5
 see also marketing
Semco 102
Semler, Ricardo 102
setbacks, responses to 72, 78
Shell 9
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simplicity 20, 40, 90, 156, 164–5
 in advertising 23
 in offering choices 134, 137
 in pricing 28
 see also brevity
Skype 8
SMART goals 99–100
Smith, Adam 87
social networking sites 165
sole traders 17
SouthWest Airlines 13
speaking 182
 see also presentations
special offers 28
SPIN approach to criticism 112–13
sponsors 117, 129, 171, 174
 for projects 84
 and promotion 176, 177
spreadsheets 38–9, 40–1
standing out 138, 171–7, 179
Starbucks 9
start-ups 16–18
status 74
stories
 decision making and 29, 33, 35
 see also vision
strategic intent 3, 14
strategic thinking 173
strategy 4–16
 HR and 66–70, 73–5
 incrementalism 2, 6
 language and 6
 marketing and 20
 schools of 2–4
 stability 2
 unfair advantage and 8–9
 vision and 11–12
 see also marketing
strengths and weaknesses 72
stress 102, 124, 146–7
 buying and 34
summarizing 100–1, 121–2, 137
 see also paraphrasing
Sun Tzu 125
suppliers, as source of information 31
support 117, 146, 147, 149
 imposed help and 109
 offering 98, 101
 see also coaching, sponsors and teams

talking see communication
target audience 21, 22
Teach First 32–3
teams
 bonuses and 75, 77
 changing 59
 choosing 83, 84, 96–7, 129

 coaching 106–9
 as competitors 116
 consultants and 91–2
 decision making and 131
 development 71–2
 goals and 100–1
 leading 76, 97–9
 motivating 104–6
 reorganization and 89
 see also delegation
technicians 129
technology 59, 143, 163
testing, in recruitment 69
time use 105, 136, 143–6, 182
timing 112, 149, 164
Timpson 69–70
to-do lists 146
tracking performance 30
training 70–2, 92
 see also coaching and MBA
travel 182
trends 39
Truman, Harry S. 101
trust 79–80, 99, 117, 130
 delegation and 102
 and motivation 105
 networks and 130
 selling and 34, 35
 see also ethics and loyalty

uncertainty 34, 98
 see also risk
unfair advantage 8–9
Unilever 8, 9

value, pricing to 24, 27
value proposition 15
variable costs 56
victim mentality 142
Virgin 8
vision 11–12, 96, 98, 105
 see also goals
volunteering 174

waste 58–9
weaknesses and strengths 72
win–win 122, 126
work, attitudes to 142–3
work–life balance 142–3
workload 100, 101, 142, 175, 183
 and cost cutting 60
worry 147
writing 161–2
 see also CVs
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