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Real wisdom is knowing the extent 
of one’s own ignorance – Confucius

Premise
Ignorance is an extremely interesting subject. We all know that to a certain degree we are ignorant and Socrates, the first great philosopher in history, famously said “the only thing I know is that I don’t know”. But what exactly is ignorance and why is it such an insidious subject? 
In my extensive experience as an ignorant, I came to recognize at least four distinctive levels: 
(1) unknown knowns: what we don’t know that we know
(2) known unknowns: what we know that we don’t know, 
(3) unknown unknowns: what we don’t know that we don’t know and 
(4) thinking biases: inability or unwillingness to work across logical categories in a rigorous way 
As manager, entrepreneur, and business consultant, it’s been incredibly fascinating to see these four elements play out in my work and other people’s work. Generally unknown unknowns are the greatest source of trouble, but they can become extremely dangerous if paired with an even occasional or limited predisposition to major thinking biases. And what makes this subject extremely fascinating is that we don’t know what we don’t know, so we are dealing with something that we cannot grasp fully. Hence we have very limited understanding about the size, pervasiveness, extension, implications and full consequences of this phenomenon.  
For this reason, arguing with a competent person or someone who is affected by first-second level ignorance is a far easier challenge than arguing with someone at third-fourth level. A debate with a competent and smart person or first level ignorant requires a deep understanding of facts, sound logical reasoning and a complete attention to details. The field of reality is clearly defined by common standards and reasonably available data, and the counterpart is usually ready to recognize at least some level of truth in your arguments and /or in your data sources.
On the opposite side, an argument with someone deeply entrenched in his/her thinking biases is far more complicated. In this case reality is not objectively defined, standards are not easily available, and data cannot be relied upon. Therefore, on top of the skills above, one needs to be accustomed with all sorts of emotional tricks, fuzzy multidimensional logic and often a completely non-aristotelic way of thinking. This situation can be taken to some extreme levels, but to a certain extent we are all incredibly ignorant across all these dimensions, therefore several of our discussions inevitably have this pattern with us as both victims or perpetrators. Managing to have productive conversations is therefore often very similar to surfing, learning to see patterns in an otherwise unmanageable and dangerous force, and briefly ride it with incredible skills and effort.
A similar analogy applies for dealing with strategic management in an established organization as opposed to start-ups, SMEs or businesses undergoing major turnarounds. In the first case, usually there is already a clearly defined very logical way of working, while in the second case reality is far less clear and rarely defined in objective and predictable terms by the organization and/or the person who leads it. In the most extreme case, the context is rather like learning to ski in an avalanche or, as Reid Hoffman would put it, you are jumping off a cliff and building a plane on the way down; that means learning the hard way your unknown unknowns and thinking biases. But even in a non-extreme case, you are often presented with complex, unclear, ambiguous, emotional, time-pressured situations, and you or your counterpart do not have time or budget for long theoretical discussions. This to be true also happens in large companies, but most of the time either the context is not extreme, or the organization is made of professionals that can provide clear sound logical support beyond your narrow field of expertise. On the other hand, small businesses, start-ups or turnarounds add to the usual challenges, the lack of proper skills, personnel, structure and often of reliable data, making the entire logical analysis far more unpredictable and complex.
At one point in my professional career the interest for this world of the unknown became so intense that I started losing any interest in dealing with largely structured even if incredibly complex facts in large organization and as paradoxical as it sounds, I decided to learn a bit more from direct exposure to ignorance (both mine and of my counterparts). In particular, I decided that while working in great established companies provided major learning opportunities, the real challenge for me was figuring out the far more complex problem of how to create successful strategies in highly uncertain and precarious environments. 
For this reason, I decided to leave a safe and comfortable position at Procter and Gamble in their strategic purchasing global team and follow my instincts down the most challenging routes I could find. The goals were very simple: first - exposing myself to the most brutal facts of business reality, certain that this would have maximized my opportunities for learning, which eventually would have given me a better business training than working in any structured context. Second - placing myself in a position where most of what I had studied or learned could have been made completely useless or falsified had the concepts and skills not proven to have a fundamental validity as effective tools for controlling the external environment in extreme situations. 
As a first step I worked for 3 years in a German rapid growth SME managing the turnaround of a complicated business division, which I had helped to create as a purchasing manager in P&G. Following this, I decided to focus on the Italian market, far denser with challenges of all kinds, and become SMEs and start-up business consultant and direct investor in a restaurant and food-related business. Adding Covid to the mix, I was given abundance of learning opportunities.
Somewhere along this journey I discovered that almost all the traditional tools I had learned in school were completely useless, especially when dealing with start-ups. No matter how great my mental effort in analyzing the context, there was simply no way to craft a clear predictable path to economic sustainability and most of all to ensure that path could be successfully followed. This is when I realized that Strategy alone was a bit outdated as a managerial concept and needed to be integrated with what I initially thought was pragmatism, and later came to recognize as the scientific application of the full set of Lean methodologies and principles. 
This book comes as an attempt to sediment the major learnings of this first part of my extreme adventure. To combine the theory of two fundamental concepts in the world of business organization:
· Strategy – or the set of principles and tools that allows organization to define long term goals and the path to achieve them successfully. 
And:
· Lean Theory – or the set of principles and tools that allows organization to work efficiently and effectively, creating environments of continuous improvement.
Lean principles are at the core of many revolutionary concepts developed in the last twenty years, such as design thinking, lean start-up, business model canvass, agile and scrum just to mention the main ones. Confronted with these revolutionary concepts, traditional strategic tools, such as business planning, SWOT, analysis of industry, competitors, markets and in general the idea of strategic planning, have been under major challenge especially in the complex and dynamic world of start-ups and SMEs.
As with any rapid revolution, it is nevertheless important to recognize and preserve the good part of the old models. This book aims at rediscovering the core hidden elements of strategic thinking, adapting them to the incredible revolutions that the lean principles and tools have brought to the world. We will do so in three steps:
1- Rediscovering how behind successful strategies there has very often been an implicit application of fundamental lean principles even before lean principles were codified. Therefore, lean principles can also be seen as a synthesis of effective strategic methods. 
2- Given this insight, we will then define the 4 phases of an efficient and effective Lean Strategy, that is the 4 constitutional elements of how great leaders of all time have led organizations to success. 
3- From these components, we will then derive a comprehensive model that can be used when dealing with lean strategic planning in any small or medium organization.
The principles and methodologies we will see are immediately derived and applicable to small and medium companies or start-ups but can also be adapted in its fundamental logic to small and medium public and non-profit organizations. Larger organizations could benefit if looked at from the perspective of divisions and small groups but would otherwise require more structured tools for their comprehensive entire planning, given the exponentially higher number of factors to be considered when the organization grows. On the other hand, agility and simplicity are both possible and highly valuable in smaller organizations and are at the core of the methodologies presented here.  


Part 1 | The 3 Principles of Lean Strategy
Three stories on strategy
Complex organizations can achieve completely different outcomes depending on the way they act on some relatively invisible but fundamental levers. As what happens inside the black box of organizations that perform greatly is hard to describe with pure scientific language, we will use the power of stories, which are far more effective than any precise logical argumentation in describing some fundamental principles. We will use three stories from extremely different organizations in terms of size, scope, and historical period in which they operated, to identify a few recurring patterns behind successful strategies.


“Looking at small advantages prevents 
great affairs from being accomplished.” 
Confucius

Chapter 1: Strategy means leading an army, not defeating the enemy.
When I was a little kid, my grandmother used to tell me stories about her uncle Emilio, who had participated as a soldier in WW1. When she was young and before television was invented, local families used to meet after dinner in the cow sheds, the only warm place after the fire had gone out, for a moment of prayer and of passionate story telling. This uncle, was quite famous for always having good jokes to tell, but every now and then his face became very serious as he started remembering the battles he had fought during the war. One of these stories was about the infamous battle of Caporetto, a crucial moment for Italy during the war, and barba Milio (as my grandma called him) told stories of how they were using dead bodies as barriers against the enemy and throwing rocks as they had run out of ammunition, before they were allowed to withdraw several miles inland. 
My grandfather one day took me to the top of the most visible mountain in our region, called Monte Grappa, and for the first time I had the chance to visit the memorial with the tombs of thousands of soldiers and the long tunnel that was built as a defense system across the top of the mountain. After the battle of Caporetto, the line of defense had at its center this last gigantic mountain before the plains, on which all the defense efforts and national spirit converged to. 
While both my grandparents were born ten years after the end of that war, they had been raised by people that had been very much involved in those terrible years. The war was fought in Italy between 1915 and 1918, but the Italian border for the period 1917-1918 was placed not further than twenty kilometers from where my grandparents lived. Monte Grappa had been the territory of some of the most furious battles. People that lived below the mountain could see at night the sky as in daylight due to the artillery and bombs that were launched in massive quantities by both the Italian and the Austrian armies. And it must have been a traumatic experience for the mothers and wives that knew their loved ones were fighting up there. 
Over the years, I became extremely passionate about the events surrounding those epical battles and in particular about the strategic decisions that had led initially to a major defeat and later to a victory that still today is remembered as a fundamental step in the history of the Italian nation. 
As strategy is a word that comes directly from war terminology, I will use the example of the two generals, Luigi Cadorna and Armando Diaz, who have led the Italian army during the War, as a first clear example of effective and ineffective strategy. 
When the Italian Army entered the war against the Austro-Hungarian empire, the border was near the current border between Italy and Slovenia, very far on the Eastern side of Italy. As in other battles fought during that war, the initial confrontations between the two armies were a combination of 19th century strategy and 20th century technology. This led initially under the guidance of general Cadorna to 12 trench battles, very costly in terms of losses on both fronts but not highly effective in terms of gaining new territory. These battles were an attempt to use 19th century strategy in a context that had been massively transformed by the introduction of new war technology in particular machine guns. An interesting anecdote was told me a few years ago by an old family friend whose grandfather was a machine gun operator during the war and after the war had spent all his life as a cemetery worker in a local village. As a little kid he had once asked his grandfather whether he had buried more people after war or killed more people during the war, and his answer was “definitely killed”. In other words while generals were asking heroic gestures from their soldiers, on the other side a simple machine gun could immediately and very efficiently destroy any heroic act on a massive scale. As Figure 1 shows, the outcome was that during the first two years of war twelve battles were fought, about half a million people died and maximum ten kilometers of new land was gained and subsequently lost by the contending armies. 
This situation of constant tension to achieve minimum and precarious results led to a major discontent amongst the Italian troops, which eventually culminated in the massive defeat that the Italian Army received at Caporetto, a battle which still today is used in Italian language as a synonym for major defeats. This battle happened when
[image: http://www.mondostoria.it/images/battaglieisonzod.jpg]
the border with Austria was near the river Isonzo, while trying to find a new last resistance barrier the army first tried to set it on the river Tagliamento and finally settled for the massive river Piave, which was also close to a few strategic mountains and hills, creating a strong final line of defense, before the plains of Northern Italy. Had the Austrian Army reached the plains it would have been very hard to defend the territory. 
[image: ]
At this point, the summer of 1917, the entire strategy of the Army changed under the new guidance of general Armando Diaz, who was called to replace general Cadorna. The intervention that Diaz put in place can be fully considered as a complete turnaround of the entire approach to the war. 
Diaz’s focus was not on preparing a new battle every month. His focus was on preparing only one battle which had to be the final victory, and while preparing it he managed to defend successfully against two Austrian initiatives, engaging in two defensive battles which he also won. For over a year, otherwise, Diaz wasn’t in any rush to make any major intervention. 
So what was DIaz focusing on instead? First of all he was saving his army from unnecessary stress. And doing so in a very deliberate way. He used a very soft hand when it came to discipline, ensured that in their daily lunch all soldiers could have a good meal, guaranteed longer and more frequent leave periods. This way his army could heal from the trauma and grief they had accumulated in the previous years. 
This is how his character was described by his family members: 
“In the family - says Sigieri Diaz, his grand-daughter - general Armando Diaz is recognized as having gifts of great humanity. He spoke little, loved to listen and was a great motivator. He knew how to delegate, and he did it recognizing the professionalism and skills of his collaborators. His was a leadership and command based on example and not on the hierarchical rank. Since the war in Libya when as a colonel he was wounded in a war action in 1912 and then as a general of the 23rd Army Corps when he was wounded in battle in the Karst in 1917, Armando Diaz was always on the front line to face death with his soldiers. He did not give orders from the rear but was at the front giving an example in first person "[footnoteRef:1]. [1:  Ilgiornale.it, "Ecco chi è stato nostro nonno: l'uomo che fece vincere l'Italia", 15 Apr, 2021
] 

Not only that, but most importantly Diaz was trying to study exactly where his army’s strong points were, and where the enemy had weak points. Only once he had gained sufficient knowledge and understanding about the few leverage points he really had, he decided to engage on a very rapid, very deliberate, extremely focused battle on those few leverage points that quickly made the enemy capitulate in a couple weeks and accept a very damaging Peace Treaty to avoid losing entirely their country. The figure below describes visually what happened during the 10 days of the battle. The red lines show the movement of the Army from Oct 24 to Nov 1, and the dotted red line represents the border that on Nov 1st had been gained. The red zones represent the 3 areas where the enemy lines were contemporarily attacked. The blue lines represent the movements of the Army from Nov 1st to Nov 4th and the dotted blue line the territory gained at Nov 4th. 
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All the soldiers which participated in that battle became famous as the “Cavaliers of Vittorio Veneto” – Vittorio Veneto being the city behind the enemy lines where the few blitz interventions had the objective to converge to. This was such a glorious epic battle that I still remember seeing in the old trains in Italy, not less than 70 years after the battle, seats that were reserved to the “Cavaliers of Vittorio Veneto” which is the title that was given to all the soldiers that took part in that battle. In total this battle costed 36 thousand victims on the Italian front or around 10% of the victims caused during the 12 unsuccessful battles on the Isonzo. 
In almost all the major cities in Italy we still today have these words written on marble local monuments or city halls. It is the bulletin of war of that final day in which the peace treaty was signed: 
«Supreme Command, November 4, 1918, 12 noon; War Bulletin No. 1268
The war against Austria-Hungary which, under the high leadership of His Majesty the King, supreme leader, the Italian Army, inferior in number and means, began on May 24, 1915 and with unshakable faith and tenacious valor conducted uninterrupted and very bitter for 41 months, it is won. 
The gigantic battle waged the last 24 October and in which fifty-one Italian, three British, two French, one Czechoslovakian and one American regimental divisions took part, against seventy-three Austro-Hungarian divisions, is over. 
The lightning-fast and daring advance of the XXIX Army Corps on Trento, barring the ways of retreat to the enemy armies of Trentino, overwhelmed in the west by the troops of the VII army and in the east by those of the I, VI and IV, caused yesterday the total collapse of the opposing front. 
From the River Brenta to the River Torre the irresistible impetus of the XII, VIII, X armies and cavalry divisions, pushes the fleeing enemy further back. In the plains, His Royal Highness the Duke of Aosta rapidly advances at the head of his undefeated III army, yearning to return to the positions it had already victoriously conquered, which it had never lost. 
The Austro-Hungarian Army is annihilated: it has suffered very serious losses in the fierce resistance of the first days and in the pursuit it has lost enormous quantities of material of all kinds and almost entirely its warehouses and deposits. It has so far left in our hands about three hundred thousand prisoners with entire staffs and no less than five thousand guns. 
The remains of what was once one of the most powerful armies in the world walk back in disorder and hopelessness the valleys that they had once descended with proud confidence."
(A. Diaz, supreme commander of the Royal Army)
What exactly had Diaz understood and implemented from a strategic standpoint that Cadorna had not seen in the first two years of war?
The difference can be traced back to the very etymology of the word strategy. Very surprisingly the word Strategy has nothing to do with concepts like “defeating the enemy” or “winning the war”, it comes instead from the Greek words Stratos (Army) and Agon (Leading). In other words, leading an army is the central objective of a successful strategy, and it is not defeating the enemy, the focus of the strategic work is first of all internal and not external to the organization.  And if we look deeply at the difference between the two approaches, we can see that while Diaz focus was his own army, Cadorna was obsessed with the enemy, not caring about how badly his army was paying the cost for this obsession which ultimately made the very same army highly ineffective. The table below is a short recap of the differences between the two. 
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What can we learn from this story? 
Principle 1: Strategy is leading an army, not defeating the enemy 
The center of the strategic work is an internal focus on the company/organization in an absolute form, that is not relative to the rest of the environment. The main goal of strategy is to increase the value of your own resources. The external analysis, or analyzing the competition is a secondary task, sometimes even irrelevant. Steve Jobs did not set-out to be better than his competitors, his focus was on creating the best product his team could produce. 
Sun Tzu once said: “he has truly won the war, he who does not even need to enter the battlefield to fight it”. Rumelt more recently said: “the great chess masters in their first moves are not trying to defeat the enemy. The variables are too many. They are trying to create durable positions of strength and multiply their opportunities[footnoteRef:2]”.  [2:  “Good Strategy, Bad Strategy”, R. Rumelt 2011] 

This last sentence is probably the deepest key point. When there are too many variables, the best approach is to focus on creating strong positions which can multiply your opportunities down the road. This can only be done by starting your analysis from the army you are leading and not from the enemy you are trying to fight. 
A key additional insight in this sense can be found in the book Lean Thinking where the two authors say: “the really important differences lie in the harder-to-see ways value-creating activities are organized. Our earnest advice to lean firms today is simple. To hell with your competitors; compete against perfection by identifying all activities that are muda (i.e.waste) and eliminating them. This is an absolute rather than a relative standard, which can provide the essential North Star for any organization”.[footnoteRef:3] [3:  Lean thinking, Womack & Jones, 1996] 

In conclusion all the great transformative leaders, think of Edison, Ford, Elon Musk, Steve Jobs, Walt Disney, were not much obsessed by their competitors as much as they were first and foremost obsessed by the incessant high quality work that their organization should be able to produce. They cultivated deeply rooted patterns of highly creative and innovative teams that survived far long after their departure. The alchemy of those teams are the things that create glorious victories rather than any obsession with competition or the external environment. 
Finally a fundamental element is the coherence of the strategic action that were put in place, that is a sum of reinforcing policies that creates disruptive force against the major obstacles. This is a key point that we will continue to explore in the following chapters. 

Chapter 2: Strategy is vision and execution, not mere vision nor mere execution 
When Sergio Marchionne was chosen in 2004 as the new CEO of Fiat Automobiles, the famous Italian automaker was on the brinks of bankruptcy, had a severely damaged reputation and had been lagging on innovation for decades. A few days after arriving, he took his management team down to the garage, showed them his Audi A6 and informed them that as long as they could see his car there the fight for survival was still going[footnoteRef:4].  The level of transformation required to get the company back on track was gigantic and encompassed financial, economic, operational, marketing and administrative aspects. None of this seemed to particularly worry Sergio Marchionne, an half Italian half Canadian manager with a long course of studies that included philosophy, law and business.  [4:  Tommaso Ebhardt, Sergio Marchionne, Sperling & Kupfer, 2019] 

Having seen the full turnaround play out in the following decade, we can now look back at those first days of 2004 and try to rebuild the mental model he must have had in those first days as something along these lines: 
1. The situation is complex but not hopeless. 
2. While we cannot guarantee an easy solution, what we can do is crafting the exact best possible path to recovery and pursue it in a disciplined way.
3. Unless we take this long perspective AND carefully identify the necessary steps to lead us there AND deliver on them in a very disciplined way, we will not be able to achieve what we set out to do. 
What followed in the next 14 years is probably one of the most remarkable business turnarounds in recent history. It can briefly be summarized as follows:
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	2004
	2018

	Total Net Debt
	15 Billion € 
	0 €

	Turnover
	47 Billion €
	110 Billion €

	Net Profit
	- 1,3 Billion € 
	3 Billion €

	Share value
	4 €
	17 € 

	Overall group valuation
	5 Billion €
	>60 Billion €*



*= During the 14 years, both Ferrari and CNH Industrial have been separately listed on the stock exchange contributing to this great increase in the overall group valuation. 
What exactly happened during that period? 
While writing my MSc Thesis in 2009 on the Joint Venture between Fiat and Tata Motors I had the great fortune of visiting Fiat Headquarters and was invited for lunch by the then COO of Fiat International. We discussed extensively not just the specific subject of my Thesis but in general the transformations that Fiat was undergoing in those days. 
Marchionne seemed to be working both on a very macro and on a very micro level. He had written and presented a 5-year industrial plan with ambitious breakthrough objectives, but at the same time he had an incredible attention to details on many small aspects of this transition. Below are a few examples of small and large actions taken in those first years by Marchionne:
· When Marchionne arrived at Fiat, the company resembled more a bureaucratic soviet administration than a competitive multinational business. It was unclear what people were busy doing, so he spent the first months interviewing 700 of the top executives firing about 300. His objective was to demolish an inflexible hierarchy and to replace it with a new deep sense of meritocracy. 
· He changed the wooden doors of the offices into glass doors so that it would be visible from the outside looking in if people were working or not. 
· The first time he visited Pomigliano, one of the main production plants, he discovered that there were rats running around the toilets and the canteen. So he decided to repaint and rebuild the facilities for the workers despite the fact that the business was losing 5 millions a day. 
· He cut in half the development time for a new vehicle from 4 to 2 years and in half the cost of developing new cars by signing many joint ventures with competitors.
By comparing the insights from that visit with various other readings on the subject, it started to become very clear that what Marchionne truly embedded was a very powerful combination of two great abilities:
· Vision: or the ability to imagine a better future and to communicate it effectively
· Execution: or the discipline to dynamically deliver against this vision 
This concept is perfectly explained in a beautiful anecdote that Tommaso Ebhardt, the Bloomberg journalist that followed Marchionne during his career, tells in his biography of Sergio Marchionne.
“The first time that Marchionne arrives in Mirafiori - the immense factory that in the 1960s employed over sixty thousand workers and produced more than half a million cars - he realizes that it is not conceivable to restore the company if one does not start from its factories, from the offices, from the bathrooms, from the canteens. (...) At his first meeting at the group's commercial headquarters, in the Mirafiori building that employs thousands of white-collar workers, he goes down to the main entrance. He touches the body of the exposed car, his finger gets dirty with dust. He is furious, he cannot accept that at the entrance of the commercial office of his company there can be so much neglect. He expects the group's business card to be perfect, shiny, to the terrified amazement of employees and ushers. He wants that car to shine again right away. He passes a rag and cleans it. And that day, while he is discussing industrial plans and products to be relaunched, every now and then he comes out of the meeting room and goes down into the hall to touch the bodywork of the exhibited model, to check that it is not dusty.” [footnoteRef:5] [5:  Tommaso Ebhardt, Sergio Marchionne, Sperling & Kupfer, 2019] 

This is the best possible incarnation of both vision and execution. The ambitious vision to regenerate the image of Fiat and the actual effort to remove the dust from the car exposed in the hall. Every great historical leader has consistently shown total coherence between his small gestures and his overall ambitious vision, and the small gestures have a profound effect on the group they have been leading. In effect, the only thing that makes ambitious visions achievable is a maniacal attention to the smallest details. Marchionne saw himself as a “fixer”, someone who could not rest until every single part of the business was working as perfectly as it possibly could. By and large we can find similar traits in the leadership style of Elon Musk and on the deeply embedded culture in Toyota. 
What can we learn from this story?
Principle 2: Strategy is vision and execution, not mere vision nor mere execution
Strategy is an iterative process linking theory and practice, in a virtuous circle of analysis, action and feedback. It is not the creation of a document, nor is it pure action and instinct. Strategy is composed of the illustration of future scenarios and the explanation of the exact path to reach them.  
Visions are mostly needed to inspire the right side of our brains, the artistic, creative, intuitive, emotional aspects of our thinking. A vision is an ambitious realistic dream that makes the small part of the work seem worthy as an important component of the overall achievement of major goals. In a sense it is the glue that sticks together the different elements of a strategy. The leaders that can project inspiring visions can activate their entire organization and the world around them at a much deeper level than mere executional leaders.
Execution on the other hand is the ability to deliver on an infinite number of small tasks, the ability to identify the right steps and the discipline to execute against them This is the left side of the brain, the more analytic, rational, factual and scientific, based on numbers as opposed to the right side which is based on stories. 
When an inspiring vision is coupled with a disciplined execution then we get to see the historical transformations. This is the pattern followed by great entrepreneurs such as Elon Musk, Steve Jobs, Walt Disney. Create a vision, a better future that inspires people to work together, and then execute with maniacal attention to details adjusting your course flexibly based on the new insights you gather along the way. 
One of the best summaries of this concept can again be found in the book Good Strategy, Bad Strategy where Richard Rumelt says 
“An important duty of any leader is to absorb a large part of the complexity and ambiguity, passing on to the organization a simpler problem – one that is solvable. Many leaders fail badly at this responsibility, announcing ambitious goals without resolving a good chunk of ambiguity about the specific obstacles to be overcome. To take responsibility is more than a willingness to accept the blame. It is setting proximate objectives and handing the organization a problem it can actually solve.”[footnoteRef:6] [6:  Good Strategy, Bad Strategy, Richard Rumelt, Profile books, 2011] 

A second key concept is the famous quote by R. Kaplan “What you measure is what you get”. Great transformation requires incredible synthesis, the great leaders absorb a large amount of information and report this information in a combination of simple vision, simple action steps and simple measurement criteria. When the KPIs defined are the output of a deep and complete analysis then the organization works as an engine of transformation requiring relatively little supervision from the leader. And when this point is reached it is not the leader running the business but rather it is the business that is translated into a set of multiple individual leaders who are fully empowered to take decisions in coherence with an overarching common objective. 


Chapter 3. Strategy is simplicity and focus, not redundant processes. 
The third story is intentionally relative to SMEs, and intentionally not taken from the technological field where examples are far too visible, and far too inflated by the positive industrial trend. 
This story is about a small food chain, created in a country that is very famous for its food, and not so much about its food chains. Very few companies if any have succeeded in Italy in the business of food chains, as the food landscape is very much linked to high quality, local specialization, fragmentation of offer. The company we will analyze however has managed to create a very successful national food chain, even more remarkable considering that Italy on top of not having high reputation for food chains, also has been going through a difficult couple decades from an economic standpoint.  
La Piadineria, is a food chain specialized on production of piadine, a sandwich made with a flat bread and usually a combination of salad, cheese and ham of various kinds. It is mostly diffused in central-north Italy, in the two regions of Emilia Romagna and Marche. Very surprisingly this company was from neither of the two but from Brescia, in Lombardy region. 
Why would this story be of any interest in this book? 
The reason is that it is a perfect example of how a clearly defined strategy can lead SMEs to great results over the long run. La Piadineria has sticked over the years to an incredibly simple business model: 
· Opening small shops in highly crowded areas (train stations, malls, city centres)
· Serving directly (no distributors) all the shops 3 days a week
· Opening 160 stores in Italy and zero stores abroad
· Selling in the stores only 30 different kinds of well-prepared high quality piadine and good quality drinks
Results?
In 2017 La Piadineria was a 60 million business with 20 million Ebitda and was therefore acquired by the Investment Fund Permira for 250 Million € after 20 years of activity. 
Now of course, these kinds of returns could come much faster in a technological environment. Nevertheless, the story shows how even the most traditional business, in the most competitive market can in the long run prevail if it is focused on a perfectly managed execution of a simple strategy. 
How exactly was this possible? 
If we look closely at the strategy that was implemented by La Piadineria, we can see that it was not a complicated process, rather it was a massively simplifying process. 
The company worked very deliberately towards the definition of a solid business model and once the model was proven decided to replicate it generating further economies of scale. 
The four elements of the business model in particular were reinforcing each other: 
· Opening small shops in highly crowded areas: the key part for the success of any food-service business is choosing the right location – while no one is always right, a careful choice can hugely maximize the chances of great return. So clearly for La Piadineria, the choice of the right place has invested a huge amount of effort. First outcome – bringing in a high number of customers and potentially high revenues. 
· Serving directly, no distributors, all the shops 3 times a week: this is a great way of achieving four objectives at the same time – having fresh ingredients in your shops enhancing the quality, capturing the distributor’s margins and keeping them in your business, controlling what is being served in the shops and ensuring your production lab can run at full capacity decreasing its fixed costs. 
· Opening 160 stores in Italy and zero abroad: this is probably the most interesting point – why would a company that has proven a business model wait so long to try to bring it abroad? Probably the choice must have been made again to keep things simple and to not try and solve too-hard problems. La Piadineria had a proven model in a clearly defined geographical market so why risk it for unknown dynamics in other markets or even worse complicate it by doubling the variables (marketing, language, logistics, consumer understanding) adding a second market?
· Selling only 30 kinds of piadine and drinks – again a wonderful example of sticking to simple elements for several reasons: give a clear and coherent offer to your clients, focusing on continuous improvement of your core business, focusing your sales thereby optimizing your entire supply chain, and once more enormous simplification. 
In this case simplification and focus on the key leverage points was the great underlying variable behind all the elements of the business model. 
What can we learn from this story?
Principle 3: Strategy is simplicity and focus, not a redundant process.
Strategy simplifies and focuses the work of an organization around the key points of maximum leverage. It is therefore not a waste of time but rather a great time-saver. In order to obtain great results, it is necessary to streamline the business down to its key components and to make it better in regular cycles of improvement. Jim Collins calls this “the flywheel effect”[footnoteRef:7], that is starting with enormous effort to turn for the first time a flywheel so that with every next turn it gains speed and momentum. On a flywheel that is already turning, every additional effort increases the speed faster that at the previous turn. According to Collins, it is the ability to stick to simple repetitive steps of evolution as opposed to getting distracted with new ideas that makes good company become great.  [7: Collins, Jim (2019) Turning the Flywheel, Random House Business Books] 

Michael Gerber calls this the creation of systems and says that a business that works is nothing but the sum of an infinite amount of systems that work. The ability of the leader and of the great entrepreneur is that of identifying systems to be built so that once built, he can focus on new systems. [footnoteRef:8] [8:  Gerber, Michael E. (2001) The E-myth revisited, Harper Business, ] 

Another way of looking at this is to avoid problems that are too hard to solve, as legendary investor Charlie Munger once said: “I have a way of handling a lot of problems. I put them on what I call my too-hard pile. Then I just leave them there. I'm not trying to succeed in my too-hard pile". His business partner Warren Buffett also is a great fan of simplicity. When meeting college students he usually asks them to make a list of the 25 things they would like to do in the next years, rank them and choose the top 5 as the ones they will focus on. And then he adds, “the other 20, are now your absolutely not-to-do list”.  
Reid Hoffman is quoted as saying that “Making decisions reduces our possibilities in the short run but increases them in the long run”. 
Finally it is important to keep in mind that “Time and space tend to get filled” as a colleague of mine once said, in other words there is often a tendency to fill in our time with unnecessary activities, so this effort must be constantly monitored and maintained. 
Synthesis
The goal of this introductory chapter was to give a clear sense of what strategy really is. 
We have come up with three important principles:
1- Strategy is leading an army not fighting the enemy – the central work of the leader of any organization is to work on his team, making it ready to withstand challenging pressures, building on its strength so that its weaknesses become irrelevant. 
2- Strategy is vision and execution, not mere vision nor mere execution – as in the example of Marchionne at Fiat the great leader needs to be capable of working simultaneously on the philosophical side of great visionaries and on the disciplined side of great executors. This tension can then trigger both the emotional and the rational energies of any organization, maximizing the results that can be achieved.
3- Strategy is simplicity and focus, not a redundant process – to be effective the strategy needs to be simple, focused, and repetitive. This creates then the flywheel effect that Jim Collins talks about in his great masterpiece “Good to Great”. 
To summarize in one sentence: 
Strategy is the ability to maximize the possibilities of an organization by inspiring the emotional side and focusing the rational side of its members on simple, challenging and achievable goals built around the key leverage points for the organization. 
Towards Lean Strategy
These three principles are clearly linked with Lean principles and methods in particular:
1- Strategy is leading an army, not fighting the enemy – the core of the Jidoka principle of the Toyota Production System is that organizations are first and foremost made by unique individuals, and highly performing organizations are those capable of cultivating and harnessing the unique contributions that each single member can give. What we have seen happening inside Toyota with the Jidoka principle, is remarkably similar to what has happened during first world war in the Italian army under general Diaz. Delegation of responsibility, active understanding of the challenges faced by the team members, using recognition rather than punishment to instill discipline, setting inspiring goals, avoiding unnecessary waste of human energy are some clear common traits of both leaders. Why is Jidoka considered Lean? Because it allows an organization to work significantly more effectively in tackling the key challenges it is facing. This is because it activates all the hidden resources and channels them towards few clearly specified goals, as opposed to the giant effort of a single brilliant mind to overcome an infinity of obstacles. 
2- Strategy is vision and execution, not mere vision nor mere execution – this principle is perfectly embedded by the Hoshin Kanri methodology that has been highly applied in Toyota and is used extensively as a strategic planning tool in Lean companies. When I teach Hoshin Kanri to SMEs, I describe it as the tool that helps us avoiding the two great evils of strategic planning: 1. Idealism - Having a vision that is completely disconnected from the actions we take every day and 2. Pragmatism – Reducing our strategic development to a set of small actions disconnected from a cohesive overall vision. Hoshin Kanri achieves this by linking with each other all the elements of these key six steps:
1- Defining a long term vision 
2- Defining a set of 5 objectives for the long term (3-5 years) that are necessary and sufficient for us to achieve the vision
3- Translate these 5 objectives in annual goals for the next 12 months 
4- Translate these annual goals into a set of 8-10 macro level transformative actions
5- Defining Key Performance Indicators that measure our results on those actions and ensure these are linked with our Long Term Goals
6- Link each action and Kpi to the work of a specific owner
This tool is lean as it allows us to scientifically improve the precision of our planning by running constant tests that ensure that: 
· Our vision is not disconnected from our annual goals 
· Our actions help us achieve our KPIs and goals 
· Our people are effectively contributing on achieving the actions and KPI
 
3- Strategy is simplicity and focus, not a redundant process – Lean methodologies are a collection of tools to investigate causes, define priorities, facilitate decision-making and solve the underlying issues. At the core of the lean system is the identification and removal of any waste (muda) generated in daily operations along the three key value drivers of time, cost and quality. Constant elimination of muda is achieved by adopting a kaizen mindset (continuous improvement). This improvement however is made towards a simpler, stabler, clearer model despite it being achieved by a complexity of small interventions. The Lean methodology has extensively adopted the Pareto principle, which states that 20% of the effort can bring 80% of the results (on the positive side) or that we can waste 80% of our effort to achieve 20% of our results (negative side). The Pareto principle is therefore the key link between this definition of strategy and lean. It is a simple tool that allows us to prioritize the efforts around the most impactful tasks. Once this mindset is adopted and connected with the Hoshin Kanri model explained above, it becomes a double multiplier of efficiency and effectiveness in the actions of any organization. That is because organizations are both focused on the highest impact activities and on a clear connection between long term vision and daily actions, bringing cohesiveness and focus towards transformative goals. 



Part 2 | The 4 Phases of Lean Strategy
The first two decades of the year 2000s have seen an incredible proliferation of the concepts explained in the first chapter. With a major input from Silicon Valley, the concepts have been further advanced and translated in three distinct but fundamentally similar organizational tools:
1- Lean Start-up
2- Agile Thinking
3- Design Thinking
In essence all the three models are linked to a key Lean tool often referred to as Deming’s cycle or PDCA. 
PDCA is an acronym that stands for Plan-Do-Check-Act, and it is sometimes used also as PDSA or Plan-Do-Study-Adjust. It is often described as an effort to adopt a scientific approach to managing complex and highly uncertain situations. In particular it suggests that the most efficient way to reach an objective in situations of high uncertainty is that of making an hypothesis (Plan), test it in small consecutive experiments (Do), carefully evaluating the results (Check or Study) and, based on those, defining whether to persevere, pivot or abandon the project (Act or Adjust). The model says that by repeating this cycle N times on small experiments we will eventually reach the results we are aiming for, without having dispersed massive energy, resources or time along the way. 
The fundamental axiom behind this logic is that no forecast or plan can predict with as much precision as scientific data on small experiments what works and what does not work in the real world. This is the Copernican revolution that the world of strategy and operations has undergone in the last 50 years. It is no more the brilliance of an highly analytic mind that predict reality, but rather the simplicity of small scale high-frequency scientific tests. This has been translated in the creation of the three new tools mentioned above: 
Lean Start-up[footnoteRef:9]: when launching a new product or service proceed by defining an hypothesis, identifying a test, creating a minimum viable product, testing on a small scale the results and building rapidly and continuously based on the findings from the tests and the market.  [9:  Ries, Erik (2011), The lean start-up] 

Agile: rather than proceeding with complex long-term plans that eventually release in one shot all the value created (so called waterfall approach), to proceed by small value output, called sprints, carried out on a weekly/biweekly/monthly basis so that the features of the product/service to be implemented can be adjusted, reprioritized, and changed flexibly before every new sprint starts. 
Design thinking: a new innovation process to proceed in the following five steps: empathize – or remove any mental obstacle and bias and try to enter the mind of the user, define – or based on the findings make a focused statement of the problem or problems you want to solve, ideate – again opening up to creativity to come up with as many unfiltered solutions as possible, prototype – that is converging again to a few simple solutions that can be tested, and test – which again is an attempt to scientifically challenge the quality of your prototypes until the product or service is fully ready to be used and or sold. 
Gartner has suggested that these 3 models should be sequential in the following way:
1. Design thinking is the perfect tool to define an innovation problem and ideate a wide range of possible solutions to then prototype.
2. Lean start-up takes the ideas and prototypes from design thinking and processes them in a circle of build – test – learn.
3. Zooming in on the build part we should be following the agile methodology to gather, organize, prioritize and deliver the new features to be included in sequential releases. 
I find this last concept incredibly fascinating, however this interconnected model while highly effective for innovation is not necessarily the complete model for overall strategic planning of any kind of organization. We will however reconnect with these concepts in the last chapter, where we will define a comprehensive simple model for lean strategic development. 
This chapter will instead be focused on investigating the four fundamental elements of strategy:
· Analysis: that is gathering ideas around the key risks, opportunities, weaknesses and strengths on which an organization can and should improve. We will bypass traditional strategic analysis tools and focus instead on simple checklists and methodologies that can be applied quickly and effectively in any organization valuing the immense knowledge and human capital that is a far better predictor of concrete opportunities than cold externally focused market analysis. 
· Vision: that is the definition of a long term clear cohesive ambitious direction, what Jim Collins calls BHAGs (Big Hairy Audacious Goals). While step 1 is rational and divergent, step 2 is intuitional and convergent. We will see great examples of vision and how these have been effectively connected to reality. 
· Planning: that is the translation, much in an Hoshin Kanri way, of the vision in clear long-term objectives with their translation in annual goals and in activities, ideally connected to KPIs and owners. We will however see how this planning can become far more effective if it applies an Agile approach, that must be however disciplined and controlled. 
· Execution and Control: a great vision and plan are completely useless unless followed by disciplined execution and well calibrated control. We will see some useful instruments, methodologies and tips as well as some inspiring examples from real cases to help us bridge the gap between theory and practice in the strategic management. 
Similarly to design thinking, also this strategic process follows the logic of divergent and convergent thinking.
· Analysis – divergent thinking 
· Vision – convergent thinking
· Planning – divergent thinking
· Execution and control – convergent thinking

“The object of the superior man is truth”
Confucius
Chapter 4: Analysis

SWOT is the fundamental tool that combines resource based analysis and competitive based analysis.
· SW – Resource based Analysis (Internal) – can be further explored with the VRIO model
· OT – Competitive based Analysis (External) – can be further explored with Porter 5 Forces
Models:
1. SWOT
2. VRIO
3. Porter 5 Forces (industry analysis)
4. BCG Matrix
5. Value Stream Map
6. Competitors Map 
7. 

When working on a new strategy we are often starting from a blank sheet, from illusions dangerously disconnected from internal or external reality or much worse from legacy documents that often time have nothing to do with helping the organizations achieving long term audacious goals. 
The best thing we can do is to avoid adding to this a lot of theoretical data about how the market is going or should be going, maybe adding in the mix a bunch of confirmation biases. 
In this sense lean methodologies and principles come as great help. I will separate the approach depending on whether we are looking at:
· Already established companies, business units or organizations, even if requiring turnarounds
· New companies, business units or organizations. 
Already established companies
A great analysis of already established companies should start from the lenses of the 7+1 wastes (or Muda) of Lean Manufacturing and/or the 4 wastes (muda) of Lean Office. This will give us an immediate picture of where the really critical situations in the company are. 
Below is a short questionnaire that can be applied in any company to identify mudas in manufacturing and office processes. 
Production Muda
Defects
· Do we significant production of defects?
· Do we have significant scraps?
· Do we have significant rework?
· How is our overall quality control system?
· Can we isolate the most critical areas?
Overproduction
· Are we producing more than we need?
· Are we producing before the product is needed?
· What can we do to increase our ability to produce just in time?
Waiting
· Are all the actions that create value in our company carried out with minimal interruptions in between?
· Where are our critical bottlenecks?
· How can we reduce the total lead time? 
Transport
· Do we have significant waste due to various locations of the company?
· Do we have internal transportation inside our buildings that is unnecessary or could be done better?
· What about our transportation from suppliers and to customers?
Inventory
· Do we have excessive raw materials inventory?
· Do we have excessive finished goods inventory?
· Do we have excessive work in progress?
Movement
· Are there repetitive causes of unnecessary movements by people during their work time?
· Are the products moving around unnecessarily?
· Is it easy to retrieve any document from the archives?
Extra-processing
· Do we have processes taking more time than needed due to inefficient work processes?
· Are we delivering an higher quality than is necessary for the customers?
Talent 
· Are we utilizing at their fullest potential every employee in our company?
· Are good ideas free to circulate and to turn into action?
· Do we have inflexible hierarchies?
· Are feedbacks being shared and listened to from the receivers? 
Office Muda
Process
· Approvals and bottlenecks
· Inspections and reviews
· Communication barriers
· Process not defined or not complete
· Unnecessary complexity
· Workarounds
· Handoffs
· Delays / Waiting
Physical environment
· Noise, distractions
· Working stations 
· Lack of meeting or phone rooms
· Disorder / Chaos
· Insufficient light
· Insufficient space
· Aesthetics not conducive to quality work
Information 
· Missing information
· Redundant information
· Conflicting information
· Information not made available
· Conversion of formats 
· Digital and physical information 
People
· Unresolved conflicts
· Lack of communication
· Lack of meetings / inefficient meetings
· Lack of project management
· Roles and responsibilities unclearly defined 
· Unnecessary stress or frustration 
· Lack of competence and training
Looking at the results of this analysis if carried out in a sufficiently large group (3-5 people) can give a clear overview of where the major operational issues within a company are. It is usually ideal to write down all the examples of the above issues and make an excel list. 
At the end of the full exercise the next step is then to assign a vote to each of the issues that we have listed. It can either be done as a single vote 1-5, or as the combination of two votes 1-5 to be given on two different factors (relevance, solvability). When sorting for the importance, we can then end up with an 80/20 list of the most pressing operational issues within the organization. 
A purely operational analysis though is not sufficient to give us a clear picture of where all the issues within the company are. 
I suggest at least four other analysis to be added for a full complete map. 
· SWOT analysis
· Strengths 
· Weaknesses
· Opportunities 
· Threats
· Functional analysis. Assessing the current challenges looking at the key company functions.
· Finance
· Planning and Control
· Production
· Human Resources
· Legal
· Sales
· Marketing
· Research and Development
· IT
· Communication 
· Quality Control 
· Logistics and warehousing
· Technical office
· Purchasing
· Administration 

· Financial check-up
· How is the profit situation and how is it evolving over the years? This can be followed by a revenues and costs analysis
· Does the company have sufficient funds to carry out its operations in the coming years?

· Value offer check-up
· Does the company have a good product/service market fit with a clearly established competitive advantage?
· Is the company planning to enter new lines of business / new channel / new geographical markets? 
· Is the company communicating effectively the value added it is creating?
This can be continued further with more functional analysis if needed. As the company however does not have unlimited span of attention, the goal of this phase is not to have a complete picture of every possible improvement area. It is rather to identify recurring themes across vertical and horizontal analysis that jumps out as key nodes to be solved. 
The best way to clearly identify them is to generate as many ideas as possible and this is clearly the goal of this part of the analysis. Much caution has to be put however on avoiding ending up into the “too much analysis leads to paralysis” trap. At this point we should be therefore able to:
1- Rank clearly all the ideas by priority based on impact and solvability.
2- Identify preliminary 4-6 key themes that link up as many of the ideas we have gathered as possible – these will be further explored in phase 3 but at this stage we should have a clear awareness of where the main areas of work could be. 
New companies, business units, organizations
The case for new companies or business units is far more complex mostly because we do not have a reliable historical basis to analyze. The temptation here would be to rely on the future as we can’t rely on the past. But the future is also full of uncertainties, especially if we are entering a domain in which we have relatively low or no experience at all. 
The Muda analysis therefore cannot be applicable in this case and we should rather adopt a PDCA / Kaizen approach to all that regards operations and sales. We will go in further details on this in chapter 6 and 7, and the full logic is explained in the excellent book The Lean Start-up. 
At this point, we might be tempted to say therefore that no analysis is needed, and this is also the direction that Eric Ries seems to indicate when he says that anything we put in between now and the testing of an MVP is a waste of time. While I do agree on the core message, I also believe that a company is not just a scientific experiment. 
In particular, it is essential to decompose the complexity of the challenge any start-up is facing with at least a preliminary functional analysis: 
· Finance
· Planning and Control
· Production
· Human Resources
· Legal
· Sales
· Marketing
· Research and Development
· IT
· Communication 
· Quality Control 
· Logistics and warehousing
· Technical office
· Purchasing
· Administration
Each of these functions while still not developed, present challenges and issues that at least in principle must be identified and managed. 
Similarly, while the Lean Startup methodology allows for a drastic reduction in financial investments, it still requires a minimum of financial due diligence. 
· What is the fixed cost and variable cost structure and how does that compare with projected revenues? 
· When do we expect to reach break-even point?
· Does the company have sufficient funds to carry out its operations until free cash flow can be generated? If not how can it activate more funds?
Finally while again the Lean Start-up methodology implies that only the market can tell us whether what we are doing has value, we still do need to define exactly how we will build the MVP (Minimum Viable Product) and test it in the market. In order to do this, we do need to run a minimalist value offer analysis:
· What is exactly the hypothesis that we would like to test in the market? (Quality of offer)
· How exactly are we going to generate a sufficient amount of leads to be processed in order to indicate whether our hypothesis is right or wrong? (Quantity of contacts)
· How are we going to communicate this value offer in the most effective way in all the stages of the sales funnel? (Quality of communication)
Many great ideas do not become reality because they get lost in 1 of these 4 pitfalls: 
1- Not working with a Lean Start-up mindset – that is testing on small scale at minimal risk a minimum viable product and only once the test is proven successful then gradually invest.
2- Not having sufficient funds to run the Lean Start-up model – that is not having made a clear forecast of when the break-even can be achieved. 
3- Quality of offer – not having thought clearly enough about how to make a distinctive initial offer. This does not require major strategic analysis, but a lot of common sense and patience. 
4- Quantity of contacts – surrendering before having tried to propose the MVP to a minimum of 100 contacts, not considering that a 10% success rate initially is extremely successful and 1% is a good threshold. It also means considering different channels and considering different approaches to these channels, remaining extremely open to improvements in how to communicate. 
Most of what we have seen above is covered by the Business Model Canvass methodology which can also be used as an alternative methodology to functional + financial + value offer analysis.
In conclusion the goal of the analysis phase is to generate a sufficiently high amount of ideas that can reveal recurring patterns of macro level interventions needed, around which we can aggregate 4-5 major blocks of activity that can be clearly identified, communicated, assigned and monitored.
It is therefore a phase of divergent thinking (pure creativity) with a great anomaly. Divergent thinking is usually a left-brain activity, that is an emotional artistic expression of our intuitions. Here we instead have a divergent right-brain activity that is a rational and creative activity at the same time, where ideas need to be freely generated AND at the same time rigorously evaluated. 
The following phase is the vision phase, which again will be a great anomaly. It is convergent thinking, but done with a left brain. In other words it a typically rational activity of pattern recognition and synthesis that needs to be done however with our emotional / intuitional / artistic side of the brain, as we are trying to generate a synthesis that is both rationally effective and emotionally inspiring. More on that on the next chapter. 


“The man who says he can and the man 
who says he can’t are both usually correct” 
Confucius

“Strategy is first and foremost the definition of an identity”
N. Tocci 
Chapter 5 - Phase 2: Vision
			
Start With Who from Greg McKeown


What?

Don’t start with strategy. Start with identity.


So What?

When we feel stuck, our instinct is to fix the plan. We tweak the strategy, chase the next productivity tool, or push harder. But starting with strategy often leads to short-term wins and long-term misalignment.

Starting with identity changes the game. It’s the difference between asking, “What should I do?” and “Who am I becoming?” One keeps you reactive. The other makes you intentional.

When you begin with who you are—and who you want to be—you make choices that align now and in the future. You stop chasing results that don’t fit and start designing a life that does.


Now What?

Write:  “The kind of person I’m committed to becoming is…”

Decide:  What’s one action I will take today to become that person?
 








What you work on It doesn’t matter how fast you move if it’s in a worthless direction. Picking the right thing to work on is the most important element of productivity and usually almost ignored. So think about it more! I make sure to leave enough time in my schedule to think about what to work on. The best ways for me to do this are reading books, hanging out with interesting people, and spending time in nature. I’ve learned that I can’t be very productive working on things I don’t care about or don’t like. So I just try not to put myself in a position where I have to do them (by delegating, avoiding, or something else). Stuff that you don’t like is a painful drag on morale and momentum. By the way, here is an important lesson about delegation: remember that everyone else is also most productive when they’re doing what they like, and do what you’d want other people to do for you—try to figure out who likes (and is good at) doing what, and delegate that way. I don’t think most people value their time enough—I am surprised by the number of people I know who make $100 an hour and yet will spend a couple of hours doing something they don’t want to do to save $20. Also, don’t fall into the trap of productivity porn—chasing productivity for its own sake isn’t helpful. Many people spend too much time thinking about how to perfectly optimize their system, and not nearly enough asking if they’re working on the right problems. It doesn’t matter what system you use or if you squeeze out every second if you’re working on the wrong thing. The right goal is to allocate your year optimally, not your day. SAM ALTMAN
At the opening event of the first Disney World in Florida in 1971, a journalist approached Roy Disney for a short interview. Roy had managed the construction site of the greatest entertainment park ever conceived, after his brother Walt had passed away. The journalist said: “this must be a bitter-sweet day for you, Roy”. A bit surprised, Roy asked in return why that would be the case on such a joyful day. The reporter said “well, sweet because you are successfully closing the biggest construction site on the planet, bitter because your brother Walt didn't live long enough to see it”. Roy Disney replied: “Well, the second part is not true. Walt Disney SAW this, fully in his mind before we even started the work. This is why it got built this way and this is why now you get to see it!”
A Vision is not some random projection about where the company is going, it is seeing exactly where you will be in the future in a clear and detailed way. This is what Vision means, that is foreseeing something unique, in a way that is borderline with mystical or spiritual experiences, with the revelation of a prophecy. The clarity and depth of this vision is often what makes the entrepreneur motivated and focused. Following the analogy, unless one has this shaman-like approach to Vision, writing a vision is pointless, the best one can do is to write a list of objectives. But there is a fundamental difference between a vision and a list of objectives. A list of objectives is crafting a path into the future, writing a vision is almost like faithfully reporting what the Muse has revealed to you about the future. Both helpful tasks, but extremely different in their nature and meaning. 
A vision is a vivid dream of a better future and a clear perception of how that better future will feel. The goal of a vision is to activate the best parts of ourselves, that deep emotional energy that goes right at the root of our core beliefs, and extracts that extra level of commitment, that irrational courage to overcome very rational obstacles, in a few words the inner genius that is deeply present in all of us. 
This genius is the possibility that we all have, to live beyond the rules, to create entirely new paradigms, to bring to the world incredible novelty. Genius is free to appear when everyone can play by their own rules and yet perform at the absolute best of their unique skills. 
A vision is something that talks to the hearts of people and tells them there is a way outside of mediocrity where you can be part of a unique authentic expression of a creative achievement. It is something that is clearly rather in the realm of philosophy and religion as opposed to numbers, accounting and economics. It is a secret story, almost always slightly insane, because its very nature has more to do with the irrational than with the rational. 
The essence of a vision
In the summer of 1519 two men showed up at the court of King Charles of Spain, at that time only 18 years old, with a visionary plan for an extremely ambitious expedition. Much like today’s start-up founders they were looking for an investor willing to finance their attempt to reach the East Indies navigating towards west.  In the classes I teach, when I try to explain people what a vision really is, I often use the example of Magellan and his expedition around the world as the clearest purest example of a vision. 
Ferdinand Magellan set out to reach the East Indies by navigating west, but his expedition ended up navigating the entire planet for the first time. This is incredibly paradigmatic. A vision in its absolute purest form has much more to do with giving solid substance to the direction of our work than with the place we want to reach. The best vision is not a guarantee of success as much as the quality of the execution, nevertheless an execution without a vision can very often lead to nowhere. So, what is really a vision? 
A vision is feeling the future coming to you in such a clear and persistent form that you cannot resist but start walking in that direction. It starts with the emotional side and is very often connected with high levels of empathy and creativity. With these, the facts of reality start to align in clearly recognizable patterns that the visionary can see ahead of time. They are not always right or fully precise, but they are often so clear that you cannot ignore them. 
Magellan had seen many explorers before him attempt complex journeys around the world and despite not knowing the exact logistical data, he had a clear intuition that the world was a sphere and therefore sooner or later someone would have completed the first circumnavigation of the world. This conviction was to him so clear, that he decided to gather 5 boats with 270 men to complete the first trip around the world. 
I cannot resist to think about each of the 270 men he managed to convince, the words he must have used, what his eyes were showing to those that were listening to him – even better the story must have been told to only a few of them and then the rest of the team came along hearing the story from someone who had heard the story. Clearly there was an immense death risk, otherwise there would not have been any need to leave with 5 boats. So, each of the persons that decided to join this expedition must have somewhat felt that interior connection to this powerful vision, so powerful that they agreed to put their entire life at risk. This is the power of a story and in its purest form what a vision really is. 
Stories are powerful because they connect to our most primordial way of relating, back tens of thousands of years, when we used pure communication to express dangers, perils, opportunities, joy, affection. These expressions gradually evolved into more and more detailed words, sentences, recounts, anecdotes, stories, teachings and finally myths and religions. Only thousands of years later did these stories become logic, facts, data, science. Therefore, when we talk the language of stories, we talk our most developed and most deeply rooted language, that by-passes our deduction and talks straight to our intuition, which despite not always being reliable or considered a valid tool for gaining new knowledge, has anyway led mankind all the way from homo erectus to homo sapiens sapiens. 
Back to Magellan, along his journey he discovered a new Ocean that he called Pacific due to the lack of storms compared to the Atlantic. This means half of the world was discovered and connected because of his vision. His expedition also codified for the first time a new constellation that now goes under the name of Magellanic Clouds, particularly visible from the Southern Hemisphere. They also were among the first men to see penguins and a variety of other animals for the first time. Finally, they were the first to realize the concept of international date line, as they realized at the end of the journey that they had gained one day by navigating towards west across the globe.
In short a vision is what is needed to guide an expedition across an entire Ocean of unknowns, as big as the entire rest of the world known until then. Interestingly, Magellan expected that crossing the Pacific would take three or four days, while it took them three months and twenty days. The vision is what kept them alive while crossing the ocean. 
Visions are something that belong to the world of stories, rather than to the world of numbers. A vision statement is something that can be condensed in one or two sentences. The point of the vision though should not be that of sitting in front of a blank piece of paper and thinking what vision to write. It should rather be the obsession with a clear idea that inevitably leads us to the willingness of writing it down on a piece of paper. 
One of the best business examples of a visionary is Elon Musk. He has stated two very clear goals for his two companies:
- Space X – establishing a colony on Mars
- Tesla – becoming the first electric automaker in the world
Particularly striking is the example of SpaceX. Having such a clear compelling distant goal made it seem like a simple step in the way the invention of reusable rockets which instead is an historical revolution and could have very well been an inspiring vision for any company. So first, compelling visions are what make historical revolutions possible, again by activating the deepest energies in an organization. Second, this is a genuine vision, not something that Elon Musk has come up with as a cover story for his real objective of just making profits. He truly consistently and clearly embodies this idea in all his speeches and actions. Therefore, for a vision to be compelling, it must be authentic and have the leader fully behind it. Third, it sets a clear direction so that all efforts can converge towards a transformative objective as opposed to a multiplicity of actions disconnected from a long-term goal. 
Great examples of visionaries can also be found in the realm of great political leaders. Some that immediately come to mind in this sense are:
· Martin Luther King and his dream of living in a world where “we will not by judged by the color of our skin but by the content of our character”.
· Mahatma Gandhi who had a clear vision of an independent India and of a peaceful transition towards that objective that guided him throughout his life.
· Nelson Mandela, who was able to withstand 27 years of prison because of his solid and strong vision of the end of apartheid in South Africa, again in a peaceful transition.
On a smaller scale every political leader is very often a creator and a great communicator of a specific vision. 
A vision can be expressed in multiple ways. Recently I had a brilliant entrepreneur, heading a company with about 50 employees in the luxury furniture business, telling me that he wanted his employees to be proud of working there, not just happy. This is a short but extremely powerful statement if you consider the implications needed to achieve that objective. It can therefore be fully assimilated to a vision: again the imagination of a future state that drives in a consistent and focused direction all our efforts. 
In conclusion, let’s consider again Rumelt’s quote from his book Good Strategy Bad Strategy: “an important duty of any leader is to absorb a large part of that complexity and ambiguity, passing on to the organization a simpler problem – one that is solvable. Many leaders fail badly at this responsibility, announcing ambitious goals without solving a good chunk of ambiguity about the specific obstacles to be overcome. To take responsibility is more than a willingness to take blame. It is setting proximate objectives and handing the organization a problem it can actually solve”.
From the divergent rational thinking of phase 1 – Analysis we end up with an infinite list of possible ideas and areas of improvement. Pareto 80/20 helps us making a first semblance of order, or at least priority, but we end up with elements that can be very heterogeneous in its nature, impact, and relevance. 
Reducing the ambiguity therefore requires two further steps: 
1. Creating a clear cohesive vision, where all the actions are ultimately leading to. This massively simplifies the landscape for our employees and stakeholders, making it clear where we are trying to go. While this may seem as simple as writing a statement, we have seen that in reality it is an extremely complex synthesis to make, so much so that it is almost an example of convergent intuitional thinking. 
2. This vision must then be translated in its components, that is in a sum of clear strategic actions that work in synergy and mutual enrichment towards a major transformative goal. 
How to create such plans in an effective way will be the subject of the next chapter. 


“They must often change who would
remain constant in happiness and wisdom”. 
Confucius

“All directives must be temporary.” 
Sergio Marchionne

Chapter 6 – Dynamic Planning
Once a leader has reached clarity on the future state that the company or organization is working towards, the next phase is that of crafting the best possible path towards that future state. 
To understand exactly what this means, let us consider as the clearest possible metaphor a climber that wants to reach the peak of a mountain. The peak of the mountain represents the vision, the visible goal that inspires all the members of the expedition and guides the direction of all the efforts that are being made. 
The planning phase is that of looking at the maps and trying to figure out exactly which path to take, what are the choices to make, how to orient us in the middle of those second level choices, which of the many possible routes that we have is the ideal one to follow. 
As we can see from this simple example, planning is not something that is usually done once and for all but rather a process that requires adjustments and regular monitoring along the way. We can certainly forecast from the beginning a large part of the choices to be made but we will also inevitably find new information as we go along the journey that might modify our course. 
For example, we might find shortcuts that are not traced on the map, we might find unexpected roadblocks that need to be dealt with, we might have people in our team that get injured and require treatment, we might find that the path is no longer visible or that our means to reach the top are not sufficient. 
In other words, any journey to a visible destination of that we have never attempted to reach, normally requires a significant number of adjustments along the way. This is even more true when working towards a business or organizational destination. Not only will we find unknown obstacles along the way, but usually we will also gain major knowledge along the way that will necessarily make us reconsider the route as we are integrating new information that we did not and could not have known when planning. In addition, the external environment is changing in a far more dynamic way than the natural environment of our mountain trip. New competitors emerge, new technology is developed, new opportunities can and should be explored. 
Therefore, when dealing with planning it is fundamental to remain reasonably flexible. Eisenhower used to say, “plans are nothing, planning is everything”. Tommaso Ebhardt, biographer of Marchionne, reports his thinking on planning as follows “the great leader does not believe in details, but in the ability to trace a path, and then ask himself every day if he is doing the right thing and if something can be changed: every directive must be temporary, you must be ready to change strategy quickly and promptly when conditions change”. 
This is not to say that there should not be a plan and that it should not be rigorously applied. It is to say that if one does not have a flexible approach to planning, all plans will not be useful, precisely because of the inevitable insurgence of unexpected data and circumstances which is a fundamental element of any business environment, where competition and free markets create new dynamics on a daily basis.  
Now that we have explained the flexible part of planning, let us look at models that we have to achieve our vision. Mostly we are looking at 3 different models:
1- Agile planning
2- Hoshin Kanri
3- Business planning
Let us look at brief definitions of all three:
1- Agile planning means keeping a list of ideas of implementation that can be updated any time and having a regular moment when these ideas are qualified, described, processed, and delivered. The pro of this method is that it allows to be extremely fast in readapting your direction based on new input. The cons of course are that you might have limited foresight on where the final output is and how long is the route to get there. In short, this is ideal for high technological developments, much less useful in more predictable environments. 
2- Hoshin Kanri as per our description in previous chapters, is the model that breaks down a long-term vision into its 5 mathematical components: 
· Long term goals (3-5 years) linked to
· Annual goals (12 months) linked to
· Macro-level activities linked to
· KPIs linked to 
· Owners 
In addition, the model says that all these buckets must be often updated and adjusted, and that there should be a constant sense-check on whether the different levels of goals can be achieved by the sum of the components. This is a great model to apply in general, except for highly unpredictable or highly predictable situations. 
3- Business planning, which is a methodology developed in the 60s-70s and is still widely used today. Business planning is a static analysis and projection of future business development, either new start-ups or new divisions or also entire companies already developed. It is usually composed of 4 different sections:
· Strategic planning: what is the company mission, vision, and long-term objectives? How is its industry and market? What competitive advantage can the company maintain in the market? What are the company strengths, weaknesses, opportunities, and threats?
· Marketing planning: what is the company unique selling proposition? How does the company position itself vs its competitors? What channels of communication will it adopt? What will be its pricing, placing, promotion, products strategy?
· Operations planning: how will the company execute on these goals? Are there IP rights to deposit? Are there legal aspects to consider? How will the company run its administration? How will the production of the products and or delivery of the service work? How will logistics and storage work? What is the team that will work on the implementation? What the key milestones the company needs to achieve and by when? What is the overall Gantt chart?
· Financial planning: what is the income statement projection for the next 3 years? What is the cash flow projection for the next 3 years? Does the company have sufficient cash to execute on this plan? Is the company capable to realistically generate a solid margin? What is the expected ROI/ROE of the overall investment? How will the company gather sufficient financial means to execute on this plan?
Clearly, we can see that while this methodology is mostly adequate for highly stable situations it is nevertheless a good basis for a deep analysis before starting any major transformation. 
The limit of this methodology, beside the fact of being a static analysis, is that it does not apply the scientific method to its fullest extent. Science is the ability to capture fundamental laws by running sets of rigorous experiments. In this sense, agile and lean start-up are a much closer application of science as their only goal is to run fast and simple experiments and only build on the outcomes of those. This minimizes financial risks and time investments and maximizes the speed at which we can get close to what the market really wants (the reality that the scientific method wants to explore). 
So, which of these three planning methodologies should be relied upon when attempting to create a lean strategy?
It would be far too simplistic to say that only agile and hoshin kanri should be used, as the world is far too unpredictable today to rely on any static business planning model. The truth is that certain conditions would still make business planning far more reliable than agile (which is very short term focused and unpredictable in its final outcome) and hoshin kanri (which does not investigate fully the strategic, marketing, operational and financial aspects connected to a reliable long-term strategy). Business planning is still the leanest tool to deal with the chaos of predicting future business situations, as it does also apply a rigorous scientific model, if done properly. This is particularly true when significant investments are necessary, imagine opening a new branch of a company in a new country, especially if that is a fully productive one, or imagine for instance when you are planning whether to purchase a machine worth over a million dollars. Agile will not help us ensuring that decision is done correctly and that the machine has a clear path to break even. Hoshin Kanri might help us assessing the key activities that needs to get done, but it does not include a proper financial model, at least not explicitly. PDCA tells us of course that before doing such investments we should be already sure on a small scale that the idea is proven. But none of these, in the specific case, seem to be reliable as a decision-making process as a fully blown business plan. 
On the other hand, imagine a situation where someone sitting in his garage at zero fixed costs is trying to create a new product or service or software and probably has no budget or idea of what his “unknown unknowns” are. In this case making a business plan would be completely useless, as either the business plan is not properly done, or the variables and uncertainties are so many that the plan needs to be constantly updated. So here of course agile would be the best methodology, ideally connected to lean start-up principles of rigorous testing in PDCA mode. 
Hoshin Kanri is an in-between solution for situations that are neither too stable nor too unstable. It can be effectively used in most cases when companies already have a few years of history and external and internal variables are well known and predictable. The good thing about Hoshin Kanri is that it allows for flexible time spans of analysis, and it is still semi-dynamic. You can update annual goals on a yearly basis, and macro-action on a quarterly basis. But you can easily opt for shorter or longer time spans if needed.
In conclusion the right planning tool must necessarily depend on the exact circumstances for which we are planning:
· High uncertainty – start-up – disruptive technology – crisis or fast turnaround: agile / lean start-up 
· Low uncertainty – established business – high investments – long time spans: business planning
· Slow turnaround – normal business environment: Hoshin Kanri 
A small part of the decisions depends also on how much attention and interest the owner of the business has in strategic planning. Most entrepreneurs confuse pragmatism for getting things done effectively. In general, we can all agree with the “done is better than perfect” principle. But there is a high level of difference between doing stuff randomly and proceeding in an orderly, focused, and powerful way on the key leverage points of a business. Our goal in the end is that of identifying the key leverage points and making sure the organization is working with an unambiguous focus on the key things to get done. All three methods achieve this goal in different ways, and it might be necessary to use agile more often than we would like to keep the limited attention span of the entrepreneur or owner focused on the key leverage points. 


“A superior man is modest in his speech,
but exceeds in his actions.” 
Confucius

Chapter 7 – Execution and Control
The final phase of a good strategy is that of ensuring things get done and controlling that the objectives we expected to achieve are achieved. 
For an effective execution to happen there must be the following aspects perfectly defined:
· WBS - What needs to get done 
· OBS / RAM - Who needs to do what
· Gantt - By when each task needs to be achieved
· Budget - What budgets are necessary
· KPI - How will we measure if tasks are achieved
WBS - What needs to get done
WBS stands for Work Breakdown Structure, which is the term used in project management to define the breakdown of complex activities into its fundamental components. A WBS is nothing but a tree diagram composed of the following elements:
· WB Project – or macro level definition
· WB Element – or the set of categories we use to decompose the complexity of a project
· Work Packages – that is the minimum level of tasks that we define as worth analyzing 
A work package in particular is the smallest useful unit of work. This means that is must be measurable, assigned to one person, linked to only one work element and achievable in a limited time span. 
Decomposing the project plan into small packages of work is fundamental in ensuring the entire plan can be achieved, measured, and assigned. 
A few notes on the WBS:
· This is not a Gantt chart, decomposing the work can be done not only on a time scale but also by function, by geography, by components of a finished product. 
· As for every planning and project management tool the goal here is not to create more work, but to get clear on the work that needs to get done so it can be done efficiently and effectively. Therefore it is important to always balance the need for precision with the need for manageability when creating a WBS. 
· The final goal is to have work packages that are clearly isolated, so they can be assigned in a clear way 
OBS / RAM – Who needs to do what
OBS stands for Organizational Breakdown Structure and it is again a decomposition of the organization in clear roles structured in clear pyramids, so that all escalations can be managed effectively and so that the participants to a project are clearly identified and specified. The goal of the OBS is to be intersected in a matrix with the WBS. This matrix is called RAM – or Responsibility Assignment Matrix. 
When done properly the RAM will be able to specify exactly which work package is associated to which organization member and also to specify clearly whether that organization member has a role of:
· Responsible – who is actually executing the task
· Accountable – who needs to ensure that the task gets done by the responsible person
· Consult – who needs to be consulted for the task
· Inform – who needs to be informed on the outcome of the task
Gantt
A Gantt is a temporal indication of when each task needs to be achieved. In order to make the Gantt a useful tool, it is fundamental that the work of the WBS is done properly. In particular, each work package must be clearly measurable and assignable. 
Budget
A budget is a clear indication of the amount of investment needed to achieve a project and also of the expected returns. It can be done both as a cashflow or as an income statement, depending on whether the company has the risk of running out of cash or not. For example a 50 mm turnover metal factory that has 30 years of history, probably is not much concerned about the cash on a 1 MM € project. It might though be concerned about ensuring the project has a positive net result. On the other hand, a start-up with 500 K € of money raised, might very well be more concerned of how accurately the cash is used to avoid running out of cash. In most cases though both a cash and an income statement projection might be needed, especially when we are dealing with business plans. It is important not only to project the future results but also to regularly monitor on a monthly or quarterly basis whether those projections are met or not. If gaps are identified between expected and actual it is important to understand exactly what has determined those gaps so that corrective measures can be taken and therefore the plan can be adjusted. 
KPI 
On a similar level it is important to identify the key performance indicators, which are the scientific proof that the results we wanted to achieve with the plan are being met. These could include economic and cash objectives, but might very well extend to other areas such as: 
· Quality: number of defects 
· Personnel: satisfaction, turnover, absenteeism
· Productivity: products/day, employee cost/finished product
· Innovation: new products launched, new features released
· Sales: new clients served, new markets opened, new channels, customer retention
· Financial: raw materials/price of goods sold, interest rates/annual income, etc. 
In short for a controlled execution to happen successfully we need to have a clear indication of:
· What (WBS)
· Who (OBS/RAM)
· When (Gantt)
· How much (Budget)
· How will we measure it (KPI)
Project management can be further articulated following the PMI principles and also include the following analyses:
· Risks: what are the risks of the project, their likelihood and impact, and how will we mitigate them?
· Stakeholders: who are the important actors around the plan we are making and how will we manage their expectations?
· Communication: what do we need to communicate to whom and how do we ensure communication is done in the right channel, at the right time in the right way?
· Critical path: do we have different ways of achieving the same objectives and if so which path do we decide for and why?
· Procurement: what do we need to purchase and how do we make sure those goods are purchased at the right price, quality and arrive at the right time?
· Integration: how do we make sure each part of the plan proceeds in full alignment and synergy with the rest of the plan?
This final point in particular is very critical. A carefully executed lean strategy is not just a function of what gets done but also of how effectively the overall process is run. Therefore the need for a final part of this book, that takes the principles explained in Part 1 and the methodology explained in Part 2 and combines them in a new simple model that can be used effectively for any practical use in small and medium organizations. 
Incremental change and revolutions
One final note is worth adding, that links together the four phases we have seen in this part 2. 
An effective lean strategy is the combination of two approaches:
· Kaizen – this comes from the Lean world and means “constant improvement” – it is a philosophy by which the sum of small improvements is far more effective than any great transformation. This is also linked to the mathematical concept of compounded interest rates. If I get a 10% return on 20.000 $ for 40 years I end up with well over a million $. There are infinite occasions for improvement and if we keep a constant disciplined approach, we will have created an impressive result in the long run. 

AND

· Mission – this comes from the Strategy world and is very linked to the Western tradition – it is a philosophy by which imagination is far more important than knowledge as Einstein would say. Having a mission means having a deep and simple aspiration, a revolution that one wants to bring about, a dream to fulfill, a huge goal to achieve, a vision of a better world. 
While a mission can be achieved perfectly with Kaizen, having a mere Kaizen approach does not maximize our outcomes. Therefore Toyota has been overcome by Tesla in company valuation. Our outcomes are maximized if we build a long-term aspiration AND execute on that with a disciplined constant improvement approach. 
This is why this Part 2 has included both Lean tools and Strategy tools. It is the combination and mutual enrichment of the two approaches that can generate highly transformative results. 
Ignorance vs lack of competence	
One further distinction that is worth introducing here is analyzing the different ways we can deal with things that we don’t know. 
To understand better what we are talking about, let’s start with a simple matrix:
· What we know that we know
· What we don’t know that we know
· What we know that we don’t know
· What we don’t know that we don’t know
Generally speaking business problems usually come from the things we don’t know. However it is very important to draw a clear difference between the so-called known unknowns and the unknown unknowns. 
The known unknowns can be referred to as lack of competence, but if we know that we don’t have the competence then we can also easily deal with that by either studying the subject or delegating the issue to a competent person. To the extent that we have the humility and clarity of mind to know exactly where our competence field starts and ends we can easily navigate even very complex situations. Warren Buffett and Charlie Munger are very famous for having built their fortune by sticking to what they call their circle of competence and avoiding entering fields that they did not have sufficient knowledge about.
The unknown unknowns are an entirely different beast. Here we are not looking at things we can control, because we do not even know what they are. At any given time, there might be fires burning in our organization that we don’t even know about. This is what we can call ignorance, which in my definition is not just not knowing something, because we could easily deal with it by acknowledging this and gathering more expertise directly or through other people. Ignorance is instead not knowing that we don’t know something, and exactly because it is unknown it is quite likely that we are all unaware of how pervasive this is for anyone of us. If we would know that we don’t know it wouldn’t be so scary. The scary part is that we don’t just ignore something, but we ignore that we ignore it, so it can come against us at any time. 
Let me be more specific: we don’t know that an earthquake is coming tomorrow, but very often we know that we don’t know that so we tend to get prepared by building houses that are earthquake-proof. At the same time at the exact time the earthquake is coming we are totally unprepared and therefore very much subject to extremely bad outcomes. 
Now let’s go back to the example of marketing budget. We might completely lack the competence to make a good marketing campaign but at the same time completely ignore how important that is for our branding and ultimately to generate revenues. Or we might know this, but not be able to acknowledge how poor our communication is. Similarly, we might ignore how important it is to create an effective sales force that can generate revenues, we might not even know that this is an option and I have seen multiple start-ups not growing or failing because of a complete unawareness of this critical subject.  Or we might not know that with a well-built IT infrastructure we could save 5-10% of our costs by automating repetitive tasks. Or we might not know that our production could be 2-3 times more efficient if only we adopted a different production method. Or we might not know that a restaurant to be successful does not need only a beautiful location but very often an easy access to parking, good visibility, competent personnel, good marketing, a compelling offer, and so on. This whole area is incredibly scary, especially when we look at start-ups failing. 
Our execution can therefore be massively impaired by our unawareness of how limited our competence is. And as stated above lack of competence per se is not a major issue, the major issue is assuming we are competent when we are not, or, and that is the hardest part, ignoring completely the need or importance of something. 
How do you deal with this? Very simple:
· Remain extremely open to feedbacks, soliciting as much as possible inputs from the outside
· Maintain an humble approach, avoiding any statement that is categorical unless you are sure beyond any reasonable doubt about what you can say, and in any case that should be said very rarely
· Keep a positive pessimistic approach – that is assume all you are doing will bring zero results unless proven differently. In other words assume that your best effort will be insufficient, but do your best effort and let results speak for the quality of your work and not yourself. 
· Read and study as much as possible any field on which you think you could improve. 
· Rely on external experts to tell you what to do and do a lot of active listening to what they are saying 
· Always keep an extra buffer of cash for unknown unknowns or black swan situations (such as Covid) 
· Ask yourself regularly if you have ended up in a tunnel of some sort, solicit external feedback on this, and do an effort to double check if what you are working on is really the best possible scenario. 
While this cannot eliminate all risks, and it will probably also be impossible to eliminate all risks, it will however massively decrease the incidence of negative outcomes and at the same time increase the impact of your positive results.  
In conclusion the degree of clarity we have about what we know and what we don’t know is probably one of the greatest predictors of our success. Of course, you need discipline and hard work and skills, but none of that is sufficient unless you have a laser focused self-awareness about where your enemies could be hiding in the bushes. And that only comes from gathering massive amounts of data, remaining humble and listening very quietly to the forest around us. 


Part 3 | A comprehensive model for practical use
Chapter 8 - Why does strategy fail?
When we look across the history of strategies that fail, there are some frequent repeating patterns. Let us look at each of the 5 most common cases closely. 
Case 1. Not having done a sufficiently deep analysis
This happens when a strategy is well defined, but it is based on an analysis that does not correspond to reality. This is especially the case in many start-ups and in public governments, where there is an ideological perception of what reality should be, of what customers or citizens should want, that does not correspond to what the markets or the political environment is looking for. The most important activity we can do to prevent this case is to assume that we are always wrong, unless proven differently, that is in short keeping a scientific approach to reality. In other words, let’s assume we are launching a new product in the market. Our approach should be that of trying our best to prove we are right BUT starting mentally from the basis of not having sold a single piece. If we can keep this humble profile, eagerly focused on capturing and valuing any response from the market then we are already an exceptionally long way towards creating a successful business. A lot of other pitfalls can occur on multiple levels: human resources, financial means, pricing, sales structure and so on. Most of these are captured in Chapter 4 on Analysis. While it is not always necessary to analyze everything perfectly, and in many cases, it is not even possible, our Chapter 4 shows how many variables must fall into place for a business or organization to succeed and it is helpful to keep that in mind when programming a new strategy to avoid setting simplistic goals. 
Case 2. Not having big enough dreams (vision)
This is the case of companies that are extremely focused on the operational and short term, and do not have any coherent explicit long-term vision. These companies might very well be stable or grow slowly but will likely never reach major breakthroughs or major industry leadership. The same can be said for many political organizations or parties which only goal is to work against a set of short-term deliverables without considering and often ignoring the long-term implications. But the contrast is not just between short term and long term, it is a much deeper issue of having a multiplicity of efforts working randomly in many directions based on urgency, rather than having a set of cohesive efforts that work in synergy towards turning the flywheel that makes the company or a country gain unstoppable momentum in the long run. Therefore, having a clear and compelling vision is fundamental in having a successful strategy: it activates the emotional energies of all the participants in an organization towards ambitious transformative goals. This unfortunately cannot be done by pure execution of operational tasks and a vision even if not explicitly formalized is what activates the full engagement of everyone involved. 
Case 3. Having set insufficient goals (planning)
This is the case of companies that have a clear vision but do not make the effort to explicitly define the set of actions that are necessary to achieve that goal. Typically, this is the case of highly optimistic individuals or of highly undisciplined leaders. They tend to be overwhelmed by the things to do to achieve their vision, but they do not link the set of actions to the long-term vision and end up being absorbed by urgencies rather than important tasks. Planning towards a vision is mostly about finding the few things that if done correctly help you avoid a thousand small decisions. For example, a leader might have no time to grow a small business because he is constantly worrying about administrative tasks. A simple decision is that of hiring a part time secretary and at the same time opening a loan to cover the cost of this new employee. Now more than 50% of the operational stuff can be delegated, so the entrepreneur finally has the mental space to engage in business development which ultimately makes the business grow much faster, despite a short term hurt. In this case there might have been a good analysis, a great vision, and a disciplined execution but unless the proper time is invested in understanding the critical path to realistically achieve the long-term vision, the execution ends up being a chaotic unmanageable dispersion of efforts. 
Case 4. Not having competence and discipline AND not realizing both are equally important (execution)
If the analysis is done correctly, there is an ambitious and achievable vision and the steps to reach that vision have been clearly laid out in a realistic time plan, what can still go wrong is the execution phase. That means that the action that have been identified as critical to achieve the long-term vision are either not executed (lack of discipline) or executed incorrectly (lack of competence) AND at the same time no corrective measures are taken. 
Lacking discipline is not something that is limited to the field of pure laziness. Often it is rather the case that people get absorbed by daily emergencies and forget the important – non urgent matters. Discipline therefore is not just the willingness to do hard work, but also the ability to keep in mind the important while dealing with the urgent. Thereforeit is both resisting the temptation of not working hard and resisting the temptation of working hard on the easy things that give immediate satisfaction rather than working hard on the hard fundamental issues of the company, often facing strong and painful resistance. 
Lack of competence is a double problem. On one hand we might consider a task done but in reality, the execution is ineffective because major qualitative aspects have been (1) ignored or (2) not acknowledged. It is often the case that when competence is missing, the person that should do the task is also lacking the awareness of the gravity of the problem and even if it delegates it, it might not do so effectively or it might choose equally unqualified persons to do the task. For this second reason, as we all have blind spots, it is fundamental to reverse the problem-solution scheme. Start from the solution, define clearly measurable goals (KPIs) and test whether you are capable to achieve that industry standard by yourself, if not that is a clear scientific indicator that you should look for outside qualified help. 
Let me give an example here to be very clear. Let’s take the case of branding and marketing: an old boss of mine who worked in the B2B business used to say that it is pointless to invest money in a website because you will not sign a single contract more if you have a better website. I thought extensively on how to contradict his argument, which seems fundamentally correct. The answer is that brand awareness and brand reputation can float in a range from -100 to +100. And each potential customer might be affected by the brand in his decision to purchase or not from the company in a range that goes from 0 to +100. Of course, you can find many customers, especially in B2B business, that might have zero interest in your branding, although you will never quite be able to judge exactly where that starts and ends. You can also have clients not buying from you because they think your company is not reliable looking at your website, but also in this case they will unlikely tell you that this is the reason. And you can have customers convinced to purchase by your branding, but they will also unlikely tell you that your branding played an important role, and they might not even be aware about this themselves. So, while in fact that boss was right in saying that branding seems not directly linked to signing more contracts, the reality is far more nuanced and we can very likely conclude that a better branding, although indirectly, increases rather than decreases our chances of signing more contracts. The marketing and communication area is a minefield of potential mistakes led by incompetence exactly because it is very hard to pinpoint exactly the consequences. This is the reason also for the following case, that is measuring the impact of your actions against clear KPIs. 
Case 5. Not having measured your actions against clear KPIs and/or milestones (control)
The final case for ineffective strategy is when although we have done a sufficiently deep analysis, we have a compelling vision, we have planned the steps that needs to get done and we have competence and discipline, we are still delivering mediocre results mostly because we are not clearly linking the outcomes of our work to clear Key Performance Indicators. KPIs serve two very important roles:
1. They simplify and synthesize the analysis – for example a turnover KPI can be measured very quickly and can tell us in one minute the status of our sales organization. In this sense they are a powerful communication tool, as they can be communicated rapidly and objectively and they can also be assigned to an owner while at the same time be easy to analyze from the CEO standpoint. 
2. They link efforts to objective results making much more scientific the whole management of the organization. That means avoiding the pitfall of assuming that the actions are delivering results while in reality there might be several flaws in our logic and or in our approach to those actions that make them ineffective. 
Early analysis of the KPIs is fundamental in order to redirect our organization during the execution towards objective and measurable goals, by adapting if necessary the set of actions. 
When the objectives are not quantitative we can similarly use milestones as key performance indicators, for example task X must be delivered by Y. All that we have said about KPIs above applies equally well to milestones. 
When all these five errors are avoided:
· Do a deep enough analysis
· Have a big enough vision
· Have a clear plan 
· Have the discipline and competence to execute on the plan 
· Set clear KPIs
The vast majority if not the totality of things that can go wrong are intercepted in time. 


Chapter 9 – A comprehensive model for practical use
What we have seen so far is a long digression on some key strategic and lean tools and principles. If we had to apply this whole set of tools it would be extremely complicated, very time consuming and to be effective it would need a lot of trial and error which most of the readers probably couldn’t afford. This final chapter therefore has the objective to summarize in a comprehensive model all the possible tools that can be used while creating a lean strategy, distributed across the 5 phases mentioned above and depending on the type of business we are dealing with.  
In figure 1 we can see a full recap of the models we have seen in this book. 
At the top of the page we can the 5 phases of Analysis, Vision, Planning, Execution and Control. The Analysis phase is a phase of divergent thinking (creating many options) and at the same time right brain (using mostly the rational side of our brain). The Vision phase is a phase of convergent thinking (that is defining one or few big ideas) but done mostly with the emotional side of our brain (left-side). Then comes again a phase of divergent right brain that is Planning, followed by a left and right brain activity of convergent execution and control, with the goal of achieving the long term vision. 
On the left and right sides of the chart we can see that the right lean strategic tool to use depends not only on the phase of strategic management but also on:
· Type of business we are in: for example start-ups/ highly uncertain/ highly technological companies require a different set of tools than established businesses/ less uncertain / less technological companies. 
This is mostly due to the frequency with which strategic direction needs to be revised (right side of the chart): 
· Extreme uncertainty requires daily update of strategic direction, while extreme stability might require annual updates.  
Along these variables we have then placed all the models we have seen so far. Let’s follow in particular three examples:
· Highly uncertain start-up
· Average situation 
· Established SME 
Highly uncertain start-up
Highly uncertain contexts are those of great innovations, not already fully tested and often for which it is unclear whether or not an actual market exists. While we could do a business plan, all the hypothesis will be so speculative that it does not make sense to even consider them. At the same time financial projections would be extremely uncertain, and very often not useful at all. In this extreme scenario the analysis part is better done not relying on external market data that might not be very applicable to our case, but to scientific empirical validations on a small scale of the ideas we would like to test. Design thinking is a perfect tool in this sense as it allows us to explore future scenarios with a free mind, rather than trying to project past data into the future. With design thinking what we are doing is trying to define the problem starting from an empathic understanding of our potential users and then opening again our mind to ideate multiple solutions which then converge into prototypes that can be tested. 
While doing this it is important to have a clear compelling vision for ourselves and for the other persons that we are involving in the project (banks, employees, partners, investors). This vision especially in very early stages needs to be a guiding light that helps us overcome the short term obstacles, and as there are many obstacles especially in very early stages, it is important that the guiding light is inspiring and credible. At the same time we need to avoid the risk of being delusional, that is having objectives that are not achievable, otherwise we are setting ourselves up for disappointments which then make it harder to regain the correct path. It’s a delicate balance between aspiration and reality, but being in highly uncertain environment this is also the place where we are allowed to dream big as many great tech companies at this stage had the ability to dream big and managed to achieve that dream. 
Once we have analyzed the idea and defined a clear revolutionary vision, we now need to identify a business model. Again here we would have very limited data to build a credible and reliable business plan, even more so considering that the evolution of the business will likely be very dynamic in the coming 1-2 years. Therefore the best tool we can use is that of the business model canvass, which allows us to paint an impressionist but effective render of where the company will go and how its building blocks will work together. Particularly crucial at this stage is that of identifying the channels through which we will market our product or service. This is probably the most fundamental choice of every start-up, that is the quality of our sales strategy. 
Once we have defined a prototype to test and defined our tentative initial business model we can then focus on taking it to the market with the lean start-up methodology. In particular, we can define scientific tests to measure the validity of our idea with the market and build from the feedbacks that we receive from the market. If we can iterate rapidly then we will quickly gain a direct connection with a market that we can then expand and grow over time. When improving our prototype, we can use agile or Kanban tools that allows us to daily reorganize the priorities against which we decide to work, building from direct constant feedbacks from the market. 
The combination of these 4 tools (design, business model canvass, lean start-up and agile) is extremely powerful and it allows us to shorten the distance with the market, maximize the speed of new development and massively decrease the overall risk of a new venture or product launch.
Established SME – Low tech – low uncertainty
Let’s now look at the opposite scenario from the one we have seen, in its extreme form it is almost impossible to find, but we do have clear situations of low tech and low uncertainty in some established small-medium companies. 
This is typically the case of business that have over 10 years of history or in any case a relatively flat and predictable turnover in the last 5 years. In such a scenario we normally have the possibility of taking our time to run proper analysis and estimates that have an high likelihood of being confirmed by the reality. We also have abundance of data which makes our analysis far more helpful than in the opposite scenario where we would be mostly speculating.
At the same time it might be hard to figure out exactly where the organizational problems and opportunities are, as there is typically a fairly rigid and established way of working and a lot of issues might have become so permanent that people in the company do not even recognize them as such any more. For this reason the best way to start is that of running an operational analysis using the 7+1 lean production mudas and the 4 lean office mudas. If done at any level we will inevitably end up with a list of 20-40 areas of improvement. This can then be ranked by assigning a simple 1-5 score or a combined score of 1-5 to both impact and solvability separately. This analysis can then be combined with traditional strategic analysis tools such as: 
· Industry analysis
· Market analysis
· SWOT analysis
At this point we should have a clear map of where all the opportunities both for operational and for strategic improvement might lie. 
We can therefore start the vision phase, which as always has the function of helping the company converge to a long term goal. Given the context which is usually highly pragmatic, this vision should also be quite pragmatic. Nevertheless it should at the same time challenge the company to achieve significant breakthroughs in their current established way of working. 
Once we are clear on the context and have created a pragmatic but ambitious vision, we can then start to plan for the next 3 to 5 years where we want to lead the company. This could be a comprehensive plan that starts from the strategic objectives, details the marketing plan, dwelves into all the possible operational implications and finally makes a clear projection of the financial means required and the financial results expected. This can be both a basis for gathering financial resources, as well as most importantly a cohesive work plan for the overall company. 
The execution can be done with a combination of project management tools and lean tools. Lean tools such as Ishikawa, Makigami, FMEA help us investigate the causes of the issues. Other tools such as A3 thinking and Pareto help us define priorities of intervention and allow decision making. Finally tools such as PDCA, Visual Management, 5s, Skill Matrix, Poka Yoke, Kanban allow us to create solutions for the problems we have encountered. On the project management front  we should instead identify one owner who has the responsibility of ensuring the business plan achieves its stated results and puts in place an analysis across the 10 PM variable: integration, scope, time, cost, quality, resources, risk, communication, procurement, stakeholders. This can be done by using the PMI methodology and in particular should converge in the definition of a WBS, an OBS, a RAM, a Gantt and a Budget. 
Finally the control part is mostly monitoring on a quarterly basis how far we have gone in terms of reaching the budget and Gantt objectives as a direct connection with the business plan. It is good advice to update the micro-objectives on a quarterly basis, but only modify the macro-goal on an annual basis. 
The in-between case: struggling SME, business turn-around, fast growth SME, Tech-exposed SME
In between the two extreme scenarios of high stability and high uncertainty, it’s where most of the companies would usually be. The range of tools we will look at are particularly adequate for turn-around interventions that are not extreme (in which case they would belong to the high uncertainty category). But it is also generally applicable in contexts of high growth on an established basis or in SMEs that are particularly exposed to technology or other rapid market changes such as fashion and design. 
The ideal starting point is usually an analysis carried with lean instruments, in particular the 7+1 production mudas and the 4 lean office mudas. If necessary this can be complemented with an external market and industry analysis although this will usually be seen as unnecessary theoretical information from the management. What can be almost always helpful is a SWOT analysis integrating threats and opportunities to the more pragmatic and operational lean analysis. If further investigation is required, tools such as Ishikawa, Makigami or FMEA could be used in this context to exactly detail where the issues to be solved are. 
Visions in this case are again different from the previous two cases. While in high uncertainty we needed a revolutionary and charismatic vision, and in high stability we needed extreme pragmatism and ambitiousness, here what we need is a compelling and inspiring vision, which means the ability to drive change and at the same time inspire the organization to follow. The organization at this stage is usually craving for change, but it is often disappointed by past failed attempts. An effective intervention here implies detailing concrete objectives, directly linked to the analysis that ideally should be carried at multiple levels of the organization. It is also fundamental to communicate the vision and the objectives in a clear transparent way, assigning roles and responsibilities to achieve the goals that have been detailed. A vision here is also necessarily hardly conceivable as a single sentence but more an articulated expression of a multiplicity of objectives that deliver a long term goal. 
The vision then becomes the starting point for our hoshin kanri, which is nothing but the decomposition of a long term ambitious vision into its individual atomic components. The hoshin kanri breaks down the vision into 3-5 long term objectives that together will inevitably create the vision. These are then further broke down into annual objectives for the next 12 months, and again into macro-level activities assigned to owners and linked to measurable KPIs. 
Once the plan is defined the only thing left is to execute it and update it regularly. The execution part very often requires a massive intervention of the entire lean tool-kit to analyze causes, define priorities, take ambitious decisions, implement effective solutions. At the same time it is very helpful to have an overarching project management mindset, that is proceeding with a Gantt and a budget, and managing very carefully all the risks and communications involved in the project. 
As the environment is still not completely stable and very often it is very turbulent, it is necessary to update on a monthly basis the hoshin kanri, in particular revising the macro-level activities ensuring and analyzing the potential gaps and delays to quickly identify possible solutions. 
This approach is also extremely effective, as it allows the contemporary formation of a strong left and right brain approach – we activate emotions with compelling visions that start very often from the priorities that the employees and management of the company tell us. And then we maximize the rationality of our execution by breaking down mathematically and logically this long term vision in its fundamental components which then are further implemented effectively using hoshin kanri, lean tools and project management. 
[image: ]
Chapter 10. A closing story
In the spring and summer of 2010, I had been selected out of over 100 candidates to help a start-up in Southern California to grow and scale. 
The company was operating in the field of luxury villa rentals. At the time, there were 4-5 global players that were starting to emerge, and we were one of those. 
I distinctly remember the feeling of trying to figure out exactly what the company should work on to achieve the massive growth that the investors expected. We spent several months creating a beautiful website and increasing the amount of villa partners, and all this was going in the right direction. At the same time though we had a lot of distractions, such as short-term projects not coherent with our overall goal but necessary to keep the company afloat, or very localized marketing efforts that absorbed a large amount of time providing limited results. Not all of this was directly caused by me, but I certainly had the possibility of influencing the decisions that were being made, had I gained a full mental clarity on what was needed, which I did not have as a newly graduated student. The year after I left the company to join P&G, the start-up was downsized and converted into a local villa rental, mostly because it was dispersing a lot of energy delivering limited results. 
A few years later, while on an intercontinental flight, I came across an interesting article in a newspaper, saying that one of our 4 competitors had been sold to Airbnb for 300 Million USD. 
The article described very clearly what had been the key drivers of their success:
· A portfolio of 5000 villas
· All villas had been personally vetted by the employees.
· A systematic engine of sales 
This was the simple solution to the headache I had been having for that entire summer and it seemed so easy to understand that this was the obvious solution. 
Obviously, the game would have been won by the company with the highest number of villas on rent, or at least this would have been a significant driver of long-term success. Obviously, the villas should have been vetted and analyzed before becoming part of the offer, and indeed we had a few disappointed customers because we did not vet all the villas. And obviously a clear sales engine needed to be activated. But most of all it was obvious that achieving that objective could not be done in one year but would have been a long and challenging 5-year plan, requiring high investments on software, travel, and employees. 
Later, my career led me to other companies where I gave better contributions, but while writing this book that story came to my mind. I really wanted to create a mental model that would have helped me to solve that situation in 2010 and any other similar situation in the future. What were the decisions and goals that should have been set by the team? 
At completion of this work, let me use that example as a concrete application of how these methodologies could have highly increased the chances of success in that specific case. 
1- Vision – the company should have had a clear compelling vision of becoming the global leader in the market of villa rentals.
2- Planning – having this clarity of vision would have clearly made inevitable the conclusion that some clear steps were needed:
· Technology: a website that worked
· Number of villas: a vast offer of villas
· Quality of villas: Necessary to satisfy customers
· Sales Engine: measurable as returns on invested money
All this could have been achieved only with a deliberate investment of money across a long period of time that if done successfully would have led to major returns. 
3- Execution and Control: the KPIs should have dictated the exact direction of the work and should have been obsessively monitored and implemented. Key success drivers should have been very simply: number of villas, % of vetted villas, return on marketing budget spent. 
While it is far easier to analyze in retrospect, the same fundamental points remain true also for any other business of which we still have not seen the full outcome. 
1- Analysis – get a clear understanding of the context, the critical success factors, the key areas of work, the hypothesis to be tested.
2- Vision – dare to dream what the best possible outcome could be and place yourself mentally in that field remaining attached to reality by creating a strong link with real data.
3- Planning – define the necessary implications on technological, financial, HR, sales, operational fronts to achieve the vision and allocate the subsequent tasks effectively.
4- Execution and Control – seek the competence and keep the discipline against those goals while updating your short- and long-term vision with reasonable frequency. 
While this will not solve any situation, if done with the right level of competence and discipline, it will highly maximize the chances for positive outcomes. Although in ways that seem very indirectly connected to practical results, we will be creating reality fields that can only become true.  







Epilogue
A few years ago, while doing a local bike trip around my hometown in Italy, across villas, farms, grappa museums and various local stands, I met an interesting old man. 
He was sitting at his desk painting with incredible mastery some beautiful natural elements on a vase of ceramic. The old man had been for over forty years a ceramic decorator in the factories of a village nearby my hometown famous for its ceramic factories, that back in the eighties were providing work to half the local population. And still today the man defined himself as a factory worker, even though he was perhaps the best ceramic decorator in the area, by every right a true artist. 
We went to visit him at his house with my wife, we were looking for a gift for a friend and we got to know him personally. He showed us his humble desk in the garage with all his artistic tools, colors, and brushes. While we were talking about different flowers, as we did not remember how a "Forget-me-not" looked like, he painted it on a piece of paper while standing. It looked as natural as a barista when preparing a coffee or a baker when baking his bread. When he handed us the freshly painted sheet, we could almost smell the scent of the field from which the forget-me-not had been taken. He has a house full of his works accumulated after retirement, he showed them to us with enthusiasm and courtesy describing with great passion all the details of his decorations. 
We soon realized though, that despite our insistence, he wasn’t really willing to sell any of his works. Every time we asked him a price, the question remained unanswered as if he had not heard it. He looked at us with his clean eyes, smiled very kindly and continued to talk about other things. The few times we visited him he always offered us some prosecco and chocolates for our children, rarely I had met a man that was both so deep and yet with so little intention to teach. 
I understood many things. Real work is an authentic expression of oneself, the result of which is the most beautiful fruit we can taste. And the search for beauty and simplicity is never really over, yet we are given the opportunity to get very close if we have persistence and humility. In this sense we can all be workers in our small factory and find the deepest fulfillment in our work. And if we will have been good enough, at the end of our days we will have created goods of great value for others but that will be priceless for us.
This is the highest wish I have for anyone reading this book and for myself, while still very early on this road. Finding beauty right in our village, cultivating mastery by humbly improving every day our craft, making the world better by sharing it with no personal attachment and giving so much of our essence to our work that we will eventually not be able to separate ourselves from it. Or better, that we can leave a legacy that allows us to depart from this world with our heart full of joy and gratitude. 
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