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[00:00:00] Richard Rumelt
English:

Don't call it strategy, call it an action agenda. It's huge numbers of people out there willing to sell you
advice on mission and your vision and your values, all these things that have to be in place before you can
have strategy. That's not true. Begin to try to identify the one or two key challenges that can actually be
addressed and what are we going to do about it? What are the coherent actions we're going to do to take
these on? Okay, we're going to go after this and here's the action steps we're going to take to do that.
That's the essence of what you're doing when you're thinking strategically.

FROCERIR:

FEIBEMEERL, IE “1T5hE" (action agenda), MEBAIEHWART@IREHFEX T €. BRMNMNE
TRV, AIRERIE R Z B EEXERE, XAREN, RMZFBRZEIRIRGH—HNEER UK
R KRG, HRBE . RNEWNURETA1T5I? BT ERINILIERITEIRE N XLEDE? 4, )
BERRXPER, UTERHRNEXRBBAKITHI R, Xt iR TS EE A2,

[00:00:42] Lenny
English:

Today my guest is Richard Rumelt. Richard is an absolute legend in the world of strategy. It was such an
honor to have him come on the podcast. He's the author of Good Strategy Bad Strategy, which I've gifted
to countless people who wanted to become more strategic. He's been mentioned so many times on this
podcast. He's also the author of The Crux, his most recent book, which some consider his best book,
which delves even further into his advice on how to craft a winning strategy.

(00:01:08):

Richard was a longtime professor at UCLA Anderson School of Management, was on the faculty of
Harvard Business School, and he's consulted on strategy with companies like Microsoft, Apple and Intel,
and also with government organizations like the US Army Special Ops Command, and folks like Donald
Rumsfeld. In our conversation, Richard shares the concrete elements that make a good strategy, why
we'd be better off calling them action agendas rather than strategies, why every great strategy starts with
a clear diagnosis of the biggest challenge that you face. Also, how to actually lay out a strategy, why
organizational dynamics are often the biggest hindrance to winning strategies and so much more. | could
keep going, but let me just say we cover a lot of ground in this episode and Richard shares incredibly
thoughtful and deep answers to each question. I'm excited to bring you Richard Rumelt, after a short
word from our sponsors.

FROCERIR:



S RHEIFEEZ Richard Rumelt, Richard BHBEFEVEIZE. REBMSMBZTEHORE. 2 (FFik
B%, #FAXER) (Good Strategy Bad Strategy) —HHIEE, HBIEXAPEALTHBBELTIER MR
Ao MERBEEPRIRIIRE R, tBEE (XER) (The Crux) WEE, XZRMIIEN—EH, BLEANIAN
XEMERRFN—Z, BRHE—TRNRW T OREGERM AR

(00:01:08):

Richard BKEBIEEMMAZ B (UCLA) REREEFHRNBR, WBERGEFRER. BN
M. ER. BEREQFDRMHEREE, BERSTEEMRERMENESIBFHAENN, UREHE - 1\
Hi3E/RE (Donald Rumsfeld) FHE, 7EFKXAINIIEF, Richard 2FE T HMTFEESRIRAEER, AT
RIFREMA “TohiAE" MARMEE, LURATAS—MEABEBSER IS T X FTE Ia R AP EREYBITZ BT, 1t
5, MEIRE] T INEISERRHIE BS, AT ALARDSEETRRMEBIEKEREFSF, HAU—HRTE, E
BRI, BRIVEREFRETIEE 7ZMWAZR, Richard }ENAEELS H T IRERZ R BARNEE, 77
e BB ARERNERE, HREEIMAKRKNE Richard Rumelt,

[00:01:58] Lenny (Sponsor: CommandBar)
English:

Let me tell you about CommandBar. If you're like me and most users I've built product for, you'll probably
find those little in-product pop-up really annoying. Want to take a tour? Check out this new feature. And
these pop-ups are becoming less and less effective since most users don't read what they say, they just
want to close them as soon as possible. But every product builder knows that users need help to learn
the ins and outs of your product. We use so many products every day and we can't possibly know the ins
and outs of every one.

(00:02:24):

CommandBar is an Al-powered toolkit for product growth, marketing and customer teams to help users
get the most out of your product without annoying them. They use Al to get closer to user intent, so they
have search and chat products that let users describe what they're trying to do in their own words and
then see personalized results like customer walkthroughs or actions. And they do pop-ups too, but their
nudges are based on in-product behaviors like confusion or intent classification, which makes them
much less annoying and much more impactful. This works for web apps, mobile apps and websites, and
they work with industry-leading companies like Gusto, Freshworks, HashiCorp, and LaunchDarkly. Over
15 million end-users have interacted with CommandBar. To try out CommandBar, you can sign up at
CommandBar.com/Lenny and you can unlock an extra 1,000 Al responses per month for any plan. That's
CommandBar.com/Lenny.

FRZERIE:

IEAAKNEA—T CommandBar, SIRIREHRUNKENEAR=RNZHAF—1, RAESEE~mA
EPEUBRLE/ NVEEIEEMA.  “BEN—TE? 7 “BFEEX NI XERFEHMNRET[EREE, AKX
ZHAFPREFTEARNR, RBRRXEEN]. BT mARKESNE, BRHIEERLBRT #E~mA
o HNEBXREAXAZ M, FRETRE— 1 T~miA S EH,

(00:02:24):

CommandBar 2— 1T H AR TAEE, TH~RIEK. EENEPEANMNLT, EEEBBRZSFIR~ S
AT, iR A A EAAFEE, FittTRERENIX~m, ItAFTUABCHESEARE
HAVEE, AREINMEUNER, NEFERASIRIEERIN. MITEMEE, BN “GiEESR" (hudges)
EETERRTAN, HNAFRRIENERSIEEDE, XEBENFABRANAR, BEAXMS, XiEH
F Web . #BEINAFMMILL, 115 Gusto. Freshworks. HashiCorp #1 LaunchDarkly E1T AT &
E, B 1500 F&RHEAFP ® 5 CommandBar E &, E i B CommandBar, R A LLif A
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[00:03:21] Lenny (Sponsor: Miro)

English:

This episode is brought to you by Miro. Do you ever feel like your projects aren't as organized as you like
them to be or it's way too hard for people on your team to find all of the documents and files and context
that they need for their project? Miro helps you streamline your workflows, organize information, and get
your whole team on the same page. If you want to see what Miro can do for you, check out my Miro board
that the Miro team helped me create, which includes all of my favorite plug-and-play templates, like a
user journey map, my favorite one-pager template plus a brainstorming guide. My board also has a place
for you to share suggestions for this podcast and also answer a question that | have for you. You can then
take my Miro board and easily create your own to see how it feels. Make sure to check out some of my
favorite features, like the sticky notes, the inline comments and charts, and also the really cool

diagramming tools.
(00:04:10):

Check it out at Miro.com/Lenny. Your first three Miro boards are free when you sign up today at

Miro.com/Lenny. Find simplicity in your most complex projects with Miro. That's MIRO.com/Lenny.
R EIE:

AETIEH Miro 28, (RESBRRF/MERBHAER, NEFNMGRENREIMEFAFENFRBEXE. XHH
BRIERE? Miro BBREHIERE. ARER, HILBIEAERIR. MRIMEEE Miro SRR A4,
BEE Miro FIRAEE IR Miro EifR, HFEETHRESRNVFABEEMEENRERER, MAFKEZEE. HEEX
By —DURARIR AR KX R FE R . M EIRIER — M A HIRD ENAEFHRIN, HOEFZEIMRELAR
Ao (RE]UEEERRNERARMEZECHERRALE, —EBHRABRESWNH—LLIN6E, tEE. 17
NIFEHER, THIFEEISETR,

(00:04:10):

B8] Miro.com/Lenny &&, 4 X7t Miro.com/Lenny i}, BI= 1M EIRGEE. B Miro EREZXMNAEHTF
K EE, #ikE MIRO.com/Lenny,

[00:04:29] Lenny

English:

Richard, thank you so much for being here and welcome to the podcast.
R EE:

Richard, JFERSHREERIIXE, WDSMEIATHER,

[00:04:33] Richard Rumelt
English:
Thank you for having me, Lenny.

FROCERIR:



HHEREZIS, Lenny,

[00:04:35] Lenny

English:

It is such an honor to have you on this podcast. So many guests on the podcast have mentioned you and
mentioned the book. | probably bought your book for, I don't know, dozens of people over the years, and

it is just so cool to have you on and to get to delve into the stuff that you teach. So thank you again for
being here.

AR ERIE:

EBIREIIRERARET . BENRSERMIEIIMRNREIH. XEFR, FZATEL/L+TAZIMRES,
EREMRHRANRITRBIRN AT ERNARE T . BRXREHRIEIR,

B
A
[00:04:51] Richard Rumelt
English:

Thank you.

R EE:

s

[00:04:51] Lenny
English:

| thought we'd start at the beginning and then work our way up and kind of see where the conversation
goes. What is the simplest way to understand a strategy? What is a strategy, and then what are the

essential components of a good strategy?

AR ERIE:

FEBRAI UM R R, AREFIE, BENEINARA. ERABREENANEMFA? 42
ERER? —MNMFEBRBVIZOARER D X2 A?

[00:05:05] Richard Rumelt
English:

Well, a strategy is a design for overcoming a high-stakes challenge. It's a mixture of policy and action
designed to deal with a challenge. The challenge could have an upside. It could be, "Oh geez, we were
fooling around in the back 40 and we discovered oil, what we do?" Or it could be negative, could be that
new innovation is driving us out of the market. But a challenge is the hardest strategy. The work comes
from Strategos, which is Greek. The Greeks elected 10 Strategoi to serve as strategic leaders at Athens.
And they were elected and they dealt with issues of the day, the Persians are invading, there's a plague in
town, we need money for a new temple. And that's where the word comes to us from. It isn't just military,
it wasn't in Athens. So strategy is always about dealing with an issue, a challenge, a problem. What are we

going to do about global warring? What are we going to do about China wants to reunify with Taiwan?

AR ERIE:



GBS T RS NPT TH—i&it. ERAN T MBEMIg T NBERMITHINE G, PREFTRERR
REY, tban: “RUE, FENEERREZRAILT AW, FITZEAN? ° WAJERHERE, tLIIREBEIHHIERS
HTEH T, ERMEHEPRENR . “MHBE” XMARFTHIEIE Strategos. & i A2 10 fi
Strategoi (BFE/HIEE) EEHMRIABE T, MITHOEHRMEBYRHNERRE: KHANE. HELXET
B, BNFEEREFHE. XMEXMIRNEKR EAMUNEEZEEN, EHRENARTE. PR
BRTRHE—MGE. — Mk — DR RNZORNNEKER? RIBNANNPERES—QE?

[00:06:24] Lenny
English:

You obviously have these very infamous famous elements of a good strategy, something you call the
colonel. Can you just talk through those pieces?

FRCERIR:
MEARMIPLFEES (BEEALRE “REMEE") OFLRER, (RIFZA “&0” (the kernel)o R

REVF AR X L E A ER 31?

[00:06:33] Richard Rumelt
English:

Right, sure. So when | used to teach strategy for many years at Harvard and then at UCLA and other
places, there's lots of ways of looking at strategy. And so years and years ago, we used to look at the
[inaudible 00:06:51] and the matrix and the five forces and all of those kinds of analytical tools. And it
began to dawn on me at some point that this is a strategy. These are analytical tools for analyzing the
problem, for thinking about things, for looking at competition. But they're not strategy. Strategy is, one,
and | started to write a book and the first chapter of the book was... the first part | wrote was the David
and Goliath strategy story. And my point in writing about David and Goliath was that the surprise that
David is able to beat this giant warrior, and that's a strategy story. Strategy story is about discovered
strength.

(00:07:43):

It's about, oh wow, look at how they did that. Look at how he got made in five moves. That's a strategy
story. Look at how Steve Jobs changed the world when people couldn't expect it. That's emotionally
what a strategy story is. So | want to write about strategy. And my wife Kate asked me, "Well, do you
define strategy?" | said, "Oh, it's really hard. | can't define it." And she said, "Well, you can't write a book
about it if you can't define it." Because | said | had this other conceptual scheme in my head that all
teachers and writers had, which is that there's a bunch of analytical tools. And this is back in 2005, 2004.

(00:08:31):

And | gradually came to the realization all strategy is problem solving. It's a form of dealing with
challenges, and that was a basic idea going in the book. So if that's the core of it, what's the basic
activity? What are you doing when you create a strategy? Well, you're diagnosing the situation. You're
trying to figure out what's going on here. What's the nature of reality that you're dealing with? Now,
humans can't understand all of reality. No one can. So part of what a diagnosis is, is a decision about
what you're going to pay attention to and the hypothesis for several hypotheses about what's going on,
how do things connect together. And that's beginning of the diagnosis. And so diagnosis is an
understanding of the situation that you're in. Well, that's not novel. And you can use any of those tools
that are famous for that and you can try to find forces. You can do any one of a number of things to try to



comprehend the situation. The world is more complicated than 2x2s, unfortunately. | was educated as an
electrical engineer and my early years were spent designing spacecraft for NASA. And when | got into
looking at business and business strategy stuff, | was always amazed at how unintellectual it was, that |
was struggling to master Z-transforms and multiple, and yet these people are looking at 2x2s and little
diagrams [inaudible 00:10:19], oh, that's what the company's about. So a rich diagnosis of the situation,
but then a guiding policy.

(00:10:28):

The guiding policy is what are we going to do? Now, it's a simple thing to say, a guiding policy, and the
guiding policy is sort of the strategy. It's the core of it. It's here's how we're dealing with the situation. And
yet, when | say that, it flies in the face of, as | was writing that, | had a client who had 17 priorities. This is
what we're doing. We have 17 priorities. And that's the opposite of policy. That's a laundry list of all the
things we wish would happen over the next year. We're going to gain market share in China, we're going
to cut our emissions, we're going to save energy, we're going to become safer, we're going to cut costs, all
these different things that we're going to do. And they're all priorities. Now, lots of people need misuse
the word priority when they're trying to do all that. You wouldn't want to be in a commercial airplane and
hear the tower say to the pilot, "I'm giving priority to the following three planes on runway five." Right
away, you know there's something wrong.

(00:11:50):

Well, that's the word priority, it means the first. It doesn't mean the grab back everything that you can
think of that might matter. It means what's first. And so the guiding policy is sort at that level of what do
we really have to do here and what are we doing and what are we not doing to deal with the diagnosis
that we created?

(00:12:14):

And then the most important part of a strategy, the part that it's so easy to leave out because people like
to think of strategy as this high level conceptual thing, is the coherent action. You have to do something.
And what you do has to be coherent in several ways. The first way is it has to deal with the problem or the
diagnosis and the guiding policy, it has to implement. It has to be coherent in that you shouldn't do
things that fight each other.

(00:12:51):

You shouldn't say, "Oh, we are going to burn less oil and at the same time we're going to import more
oil." It doesn't make any sense to do things that are self-contradictory. And yet, people do it. Most
companies have strategic goals of increasing growth and increasing profit. Magically, that can happen in
some cases. Growth and profit, they battle each other. Let's say we define profit as return on equity. If
you're going to increase growth and increase return on equity, how do you do that? Because you're
basically trying to invest less to get your return on equity up. Or you're going to grow and get your profit
margin up. Well, how are you going to do that? You get your profit margin up and grow faster.

(00:13:52):

This is baby talk, but CEO after CEO will stand up and say, "Well, we're going to grow and we're going to
make a profit." And so having coherent actions, actions that dump milk on one another is an important
part of strategy. All three elements have to be there. There has to be an understanding of the situation.
There has to be a guiding policy, how are we going to deal with it? And that could be a long-term sense of
how we could change. You don't have to change your strategy every five minutes or every five years. If
you're making Almond Joy candy bars or something, you don't really change your strategy constantly. If
you're in the tech business, of course you have a shorter time horizon. And then the coherence and action



is critical. And so these are the three, what I call basic elements, the kernel that if anyone in three is
missing, something's wrong. It's not really a strategy, it's something else.

AR ERIE:

YFRY, B BIEMME. UCLA LIREMMAE T RS FHER, EFABEREMAN. REEM, RIIRE
Bl AARBUNREXESHT TR, BEAEXMHABRRATIRE, XEHRZMEE, XEEHMRHENT
8, EREZEEY. MERFNIHE. BEIF2HE. ABE—HFRE—4H, BNE—F, AERKT
ME—&D, BRTARSHFINEESKSE, KEADSHATHNWENZRIHA, KEEEKRXMEAMT
BLANRTH, XMB—NEHEHE. ARRERXT RUAHE”

(00:07:43):

ERXT M, B, EMIEEAMEN. EMNAEESZRBENTF.” XMBHBHE FLHFX - TH
HrNEEAMNSER IR TR, MIBRLEH, XMZHEEHRE. FMUERBET MR, HETF Kate 7]
B PIREAEXER? 7 it MR, XRME, REXAFT” Wi “WRIREXAT, MEEEH.”
EAREMFEES —MAEEMMERBENESHR, BI—#SM TR, B=Z 2004, 2005 FAEH.

(00:08:31):

ERIZFHFIRE, FAENMREZR RS, ERN NN —MIN, XMEBRFNELRZDE, B4, W
REXZZL, BAENEMHA? SIRHEEEY, REMMAA? Bk, (REiZEF (diagnosis) /%, RXEF
BARXERET 4. MAAEAXNBMKRERZAHA? ARTEEFNLHIEER, RABMEl FrLOZETRI—ER
DRREMBRETA, ANEELRENFEUNEVNEERRE—PHEZMRIZ. XMEIPHEIFR. 12
ETEX RN B HEVIERE, XHRHME, MAUEREAZINITAREREE. T2, HRLL 2x2 5Bk
ERRFZ, RRNEBHRS[IREMAT, REN NASAKRIHIREE. HHFBAREH WML, RE21RFT
ERZ4M “FEAN —RIEWESHEER Z TRMZTofh, MXEAMNTE 2x2 BEMNEXR, AR
3

W ‘I, XMEABNZO.” Frl, BEEXNBERINRZIZYE, AGEESHH (guiding policy) .
(00:10:28):

ERDHmE “BMNEEAM? ” REKXRER, ERAHELMBHEHZO. ER “BiMARN I XME
oo A, HEXARE, ESWERERE, REBRE—IEF, 15 171D “REFH . XMERK
MEMEY, B 17 MUAET. XERHRNRE. BR2—0ER, FHTHREFEERFLAENSRE: &K
MNEERERSHDOE, HNERDHR, RNETYER, RNBETERS, RINEHIEMT, XL
EMAET, REAEHXLEEMRAT “WEAFH (priority) XM, MREEAEERF L N LIREES
XMRATOIR TR 5 SHERLI TR M AN RZZFAE LR T o

(00:11:50):

k" XIMABKE “B—" o EXRBERMFUNEEZNFRERELIIR, MEEFARE N, FIL
ESAHMEEXTEE L ATRNBEMNMEIZSEH, FMNEELTMBZHA? HOEBMTA, UKk
Mt A?

(00:12:14):

ARERHBTIREZRNIS, UERBAZRERNED (AAANERILHEBEEFSA L), BUIESR
1720 (coherent action) . fRUTM R4, MEMFIMBIBIELNLERFER. B%, SUHRLIIA
. PEES A, EXIUEM, ERMERRERRNZMERT BENER.

(00:12:51):

RARZY: “M, JNEEOABERE, RNFNEEMEEHO.” HEBFENEBELEN A, A
MAREX AM. AZSHRATRMAEMEKMIEMFHNAEBEIR. ERERRT, XEFTRMAE, B
KAFEFEREEERN. RSFENIRFEEX WEE KRR (ROE), MRIMREEMIZKHIES ROE, R
EAt? ARMFEREREZRBDKRARIES ROE, HEMREEKHRSFIIR, MEARRRSHIEEX
I RKISERIE?



(00:13:52):

XOTEEsRE&) L3, BE—MX—1 CEO uhitiskin: “FMZEK, HMNBEREF.” Hit, HEERITEI—M
FREMRLKNITo—BHRNERAMED . X=NMERMNENEFE: BWABNEBNER (28,
RBENNARE EFHH), URERNTE. ESAHAUR—MKANTER. (fFEESASHEER
FRE—REBE, SIRIRZM Almond Joy HERZEZ KR, MAFTEZE LML, MRMRERRITIL, B8
BEIAARE L, ERTHEXER, XMERMREHN=1TEEER, B ‘&0 . IREREE—ER
K, BEERE T, BAEEENEES, ME5TAKRE.

[00:15:04] Lenny
English:

Awesome. Okay. Is there an example that you could give that makes these even more concrete of just, |
don't know, something that comes to mind that's a quick example of a strategy that illustrates these
three components?

FROCERIR:

KET . 8. REEENHIFILXERSEREANG? thiN, BRBEFAGTFERNMF, EREGBAESX=
TERAVEBL?

[00:15:17] Richard Rumelt
English:

If you're Microsoft right now and you're trying to adapt to Al, you have a diagnosis. Well, what's going on?
You see the challenge of how do we adapt to it? You create a guiding policy that you're going to invest in
one of the major leaders and that you're going to begin to incorporate that into your search engine. And
then you have coherent actions. You actually do some of these things. It's not rocket science. The
difficulty is that companies don't do that.

(00:15:55):

There are companies that say, "Well, our future is"... let's say something that's not in a software business.
That's industry 4.0 for 5.0 that we're going to have... we're investing in the future of robotics and Al and
even computer vision and all that. That's going to be our future. And then you see what they're doing.
They've bought this company, they've bought this company, they've bought this company, and that's it.
It's strategic assembly without any synthesis. So strategy's not mysterious. What's mysterious to me,
what was mysterious to me and what remains mysterious to me is how so many organizational leaders
don't do it. They create bad strategy. They do something that they say is strategy and then it's not.

FROCERIR:

RIREBIAEBFER, REREEN A, RE—T2EL. KETHA? REET “RNEENE” B9k,
REIET —MEFHH: REEP—IEBENFAEE (I8 OpenAl), HFIBGHEBSEIRNERSIEHR, AT
REERNITH: MBKEMTXES, IFFRHTARRENNRT, ERETREAFDVHFIIAM.

(00:15:55):

BERFRMN: “BNBPRKZ 7 RGR—KIFRHQE, “BITI4055.0, HMNERENEA. AIE
ENBNAREEARK. BEINBIARK" ARMEMINEBRFA: RIIETXRAE, XTWPRAE, XET
F—RAF, NME. XRRE “HERAE" , REEASEEN. FrLIRBEHT M. WHRN, HIEHM



W—3ER, WERAR —NTARXAZSHARSERXF M. tIGIETF R, thi1MT —E87F bk
BREYETS, EHIRETR,

[00:16:55] Lenny
English:

You have a whole chapter on this, on what is a bad strategy. Can we just touch on a few of the things you
see as signs that your strategy is bad or maybe it doesn't even exist?

AR ERIE:

MB—BELZIHXD, XTHABIFEHEE. HINEREFRKRIMANBIFEETR, NEEEREIFEFE
ERERBVITR?

[00:17:05] Richard Rumelt
English:

Sure. When | wrote Good Strategy Bad Strategy, a lot of people resonated with the bad strategy. Part of
the book, they wrote emails and saying, "Oh my God, thank goodness someone just finally said that these
long and terminal meetings | sit through are not actually strategy." Or these documents that the company
produces are not actually strategy. And they're not. Bad strategy, the standard bad strategy for a
corporation is a set of profit goals or performance goals. A set of goals. Goals are the engineering of how
companies work to some extent. But abstract, high-level goals, they're not strategy, they're something
else. They're ambitions. And ambitions are not a strategy. A list of all the different things you wish would
happen is not strategy.

(00:18:13):

| was asked to help part of the U.S. Department of Defense create a strategy for what's 17 different
intelligence agencies.

FRCERIR:

Lo HIE (UFikbs, L) B, RBAX “FEER" ST HS, MNSERER: KW, 5K
#h, BFEARERSMHILERTRTHRWREREBHIET " HE QT HBLESHERATZ S,
KARR. HEBE, WF—RKQBFRKNR, tHERNTHEME A EERNSGNET. —HET. EXWEE
£, BENRERABEMFNIESR. BHKEN. SREANBEFRAZHE, ENEHNNNERA. EIN2#EO
(ambitions) WORZHE. —HFIHIMEFEELENFIAESBIER BT,

(00:18:13):

HBHRBIFMEIEEEMEN—EED, A 17 D RREBBRAASE 5.

[00:18:26] Lenny
English:

Wow, how cool.

R EE:

B, XBET .



[00:18:29] Richard Rumelt
English:

Yeah. There's 17 different intelligence agencies. And the strategy basically that these people had written
said the 17 agencies should work together more effectively. Now, you don't have to be a Russian spy to
see that what they're really saying is these guys aren't working together effectively and it's a problem.
But they didn't say that. They said the strategy is they're going to work together more effectively. Just like
the RV always comes out with our strategy is join us, meaning we're having trouble with coordinating.

(00:19:08):

But then there's nothing there about that other than this is what should happen, there should be more
effective coordination. And oh, we'll have an office of coordination, put a person in charge of
coordination. But there's no sensible... why is it hard to coordinate? What are the barriers to this? This has
been going on for 34 years now. What's holding it back? What is a problem we have to solve? It's not
there.

(00:19:37):

So | was hired to do a foundry for a company and they said, "Well, our diagnosis is not growing fast
enough." Okay, let's get into that because that's not a diagnosis, that's a statement. It's a statement of
value, you would like to grow faster than you are. I'd like to be taller than 1 am. I'd like to have more hair.
You want to grow faster. Okay, so what's holding you back? And from [inaudible 00:20:19]. But saying,
okay, we're going to grow, that's not a strategy.

(00:20:23):

Bad strategy also is fluff. People will use fancy words to describe their situation. Since | wrote that, the
term word salad has become common. And there's a lot of word salad writing that people try to use to
describe their situation. It sounds more abstract perhaps more abstract. Therefore, it's more strategic,
incoherent stuff where we're going to do A, and we're going to B and those two things obviously fight one
another. All those things are part of bad strategy. Bad strategy is a document or a set of intentions or a set
of verbalizations where it's not a strategy. There's no diagnosis. Of course, | don't doubt that. Started out
saying where United States is falling behind in education. And he's looking at the piece of the PISA test
scores of 15 year olds around the world. And it's true, the United States is down, number of 30 countries
in terms of the scores of our 15-year-old, in math and in general knowledge. Okay, correct statement,
we're falling behind. A real diagnosis would say, because. We jumped immediately to therefore, we're
going to have more people go to college than any other country. Well, having more people go to college
doesn't solve the problem of 15 year olds not being able to do elementary math. Hopefully it doesn't
screw up colleges everywhere. So that kind of gap, it's there, where you don't do the diagnosis. Why do
we have this? We argue over diagnosis as part of politics and part of organizational politics. That's what
we do, and that's important. To do a strategy, you have to resolve the argument. Why do we have a
homeless explosion in Portland or Seattle or Los Angeles? And people argue about that. Some people say,
"Oh, strokes." Some people say, "Oh no, housing is too expensive." There are different diagnosis. But to
deal with the issue, you have to decide on the diagnosis. The politicians right now sort of decided for a
few years that the problem is housing's too expensive, we're going to build housing at $700,000 a unit

and give it to the all people. Okay. If you build it, they will come.
(00:23:28):

But then the next problem is, well, can't seem to build a housing. And so again, you need a new diagnosis.
Why can't you build a housing? You're a rich, powerful country. Why can't you build some housing? So
diagnosis is critical to understanding it. And in public policy, we argue over the diagnosis. And in
organizations we argue. And unless you resolve it, you can't act. So lacking diagnosis is one of the key



reasons for bad strategy. The other, the fluff and the incoherent actions are fun to describe, but they're
less common. The second major source of bad strategy is mistaking goals for strategy, saying these goals
are our strategy. And that leaves out so many of the important aspects.

AR ERIE:

B, B 1T M FRENBERTE, XEAGHEEER ERH: X 17 MBRZEEME(E. ME, FFF
EERTHEIFHERY, MMNBEERRNE "XEXMWKBEEREE, X2NEE . EilgXall. ft
MMREEEE “MITEEERMENE - BMEEE RV) TE22W “HNNEEEEMAZIT , SREHNE
A _EIBE T B,

(00:19:08):

BT “ZNEZERENE, NZEEERNMR" 25, Fafsd. B, RNF—TEDRE, 1D
ARE=WDIHE. EREERERND-- A AMERE? BREMHA? XMBERBEFL M4 ET. BHATERR
E? HNFZ2RRHAFEZHA? XEELH.

(00:19:37):

KEZEN—RKATM “BE” (foundry, 1IEHBSHHYR), MTiK: “EMIZEHZIEKRBEIR” ¥,
IERITRANRN—T, RABARZ 12, BE—IBFR. BE—MMERR, REZLLIEKSEER. HiE8
LEIMEESNE, REBLLELZE, (MEKEER, i, BERHAEREFRME? BRI “RINBEK , TFRE
(i

(00:20:23):

FEBREBE “=IE” (fluff) o AMNSAEWRIEERERMNNAR. BMRETBES, “XFHir”
(word salad) XMAZERFRMT. REANXEBRAXFHIRERFE. WERBHSR, HIFdKMERFHE
BB, RERNERNAS, LWNRMNBHITA, XERTB, MEXREFEEARPRN, FAEXLEEHEI
BRE—E D HBER— XX, —RIIBER—RIIFIE, BT, ®AIZH. HA, HAFREX—
Ro WMIBAFRHEEEHRBAEEET, tWEE2IK 15 5FDERN PISA MRS, W%, XE155%F
AHFMERFENGESE 0 TERTHRERE. 7, FAREH, HINFEET. BEEMNIZENIZTE “E
Ao FANENERBRET R, HBELCEFREBEREZHALRE” . FE, LtEZALRFH
TEERRR 15 ¥ ZF A RMAFHFNRE, HFEXFZREISHBIKRT, XMEBERERE, RAAREERIZ
. NtAZXE? FBUAMARBUET, HNAZEHMEIL,. XZRIME, XREE, BT, (R
FRRFIE, NTARF=. AREZSCRZIBIRBIFRER? AMTALSEIe. BARZFR/ER, BA
HERNENKSE. BFRNIZE, EEREX M, RUETHE— 128 MENKE(LEFIAERR
BENKS, BMNBUSE 70 HETHMSERE FAREAF. &, “MRMET, MITRHEFK .

(00:23:28):

BETRNRAR, FEREFHEF. FIL, (RXFE—THNIZH. AtASTFHEF? ME2—TEHR. &
AWEX, AFAEFH—EREF? MUY TFERANEEXER, EAHEESR, H(N2EHSEIL; T4
[, TBFEIL. FRIFMBRT FiE, SNIRTLIETEh. I, RZZEHTEFHBEHXBREZ— Hith
By, M=EMAERNITE), HAERRERE, BXBAEE. FHBNE-NETERFEESRBERRIAAL
B%, B “XEBEMMERNVEE" . XBERTASEENSH.

[00:24:22] Lenny
English:

Amazing. So just to summarize somewhat, if you're missing a diagnosis, trying to explain what exactly is
wrong, it's a sign your strategy is incomplete or bad. If you're missing concrete actions, it's a sign that
your strategy is incomplete or bad. There's also | think an element of coherence. The actions have to
connect and there have to be a few, very few of them. | always like to think of three as a good number. Is



that something you think about, the rule of thirds for actions you want to take or even the guiding policy,

oris there a number that you think about just like no more than this?
R EIE:

KiET . HMEE—T: WRIRRDZE, BNXEERIRMPEL T, XM ATBIERNTR. W0
RIFERDVEFBTE, BRMABATEIERNTR, BANEE—TERMENER. TEHLOTEEXE, M
BHEGFTRL, FBL. HERRT =7 BIFENET. MIZEXND? LLNTHEESHHE =R
e, HEMROPERE—T “TREBIXML HRE?

[00:24:53] Richard Rumelt
English:

A few. A few. Not too many. Not 17. It's hard. Numbers. We work best when we concentrate. We're more
effective when we concentrate on a few things, a few people, a few... focus, it's the fundamental source of
power and strategy. Trying to do too many different things is defocusing.

FRCERIR:

e BN FEXZ, BHRARE 171 R, BHFREE. SHNEFHENN, RAKRF. SRINEE
FLMGE. DBIDAL DA (focus) BY, HMNEERE, ERZHENENREKR, =
HBXZREANEBEZDHER

[00:25:18] Lenny
English:

| think there's this quote in your book that | think is, and this may be paraphrasing, each time you say yes,

you risk turning a nascent good strategy into a bad strategy.
FZERiE:

RS BRBEE—0E, AMERE: MEBR—R " (yes), MBERGEIE— MY REN AT AL L RIT i
B&o

[00:25:28] Richard Rumelt
English:

Yes. Focus is... when | was nine years old, | was at summer camp and | had my parents sent me a
magnifying glass and | was out there using the sun to try to cook a piece of wood. | think | had a piece of
cloth that | was trying to burn, wasn't having much luck. The magnifying glass focuses the sun's rays on
the spot. Counselor came over and he said, "Try this," and he pulled out a black thread from his T-shirt,
put it down. And | focused the sun's rays hard, popped out. So stupid little story. But to burn that black
thread, there has to be a source of power, the sun. There has to be a focus, that's the magnifying that to
the power. And it has to be a target that can be affected. It has to be a black thread, not white thread. And
that sequence is part of strategic action. You need a source of power. | say power, | don't say advantage or
efficiency.

(00:26:53):

| say power because there are different ways in which power is exhibited and you have to focus the power
on a target that can actually be affected or achieved. And this is real simple logic, but it's a discipline to



focus power on a target that you can affect. Take American power and say we're going to change China's
trajectory and Russia's trajectory and our own and to name all the 30 countries around the world that
we're trying... we're diffusing our efforts because they're not the same. They're going in different
directions. Obvious when you say it, not so obvious as you live it, because like any organization, like any
big organization, US government has different interests. They're pursuing different interests funded for
different purposes with different clientele. And so there's gradually a diffusion-

FROCERIR:

R, HARR - BASEESEN, LELRET I HAH., RINEREALMEE & —RA
ko RIZEREREH—H, BESTAT. RABBIARSE— AL, BSREIR, #: Wil
o7 MM T F—RBARE D L, RANBEMN, 4~ FFHET. —MREIHEE. BBHEH

REL, BABE—TEER—XM; BABE—TER—HKE; E4TE— A UMY EAR— 20
BREL, MARBLZ. XTFIIMEHRBITHN D, MEBE—ITHER. HHOZE “NE” (power), M

E “{j_%” y “—\—‘ﬂk” o
(00:26:53):

HRNERRANNEEFRNKRALN, MOMBENEREE—THEEAIURTMISEMNEIR L. X2IFE
BRI, EFHEREEMIUZMONET LE—LE, EXENNERR, WRIANNRZXNEZLZES
ERVHIE. ST HAME. KI8T, FERZER ERNETZRLWAAE 30 MER-- - HITME
DEHEH, ARNENHATER, ENBERENABAR. RERRBE, BELBRFINKIBLARE, AAK
EEAR. ERARER—#F, EERFEFRNAZE. tTATARNERN. H$HARNEFEHEERTEH
M@ E, HBAFHD—

[00:28:00] Richard Rumelt
English:

And so there's gradually a diffusion of effort. One of the big issues in strategy is simply the organization,
complex organizations particularly. You have a hard time focusing energy because of all the different
interests.

FRZERIE:

Hit, SHZFHDE HEEPH—PREBRXETARES, [FrRERNAR, ATHREREF Y
B, RMRMEEFEI.

[00:28:21] Lenny
English:

Yeah. Actually | want to talk about both those things, so I'm glad that you teed them up. Let's talk about
power. What is this idea of power and how does that play into strategy? Why is it so important? And then
what are some examples of power that people can think about when they're trying to think about

implementing and adding a power to their strategy?
R EIE:

T, R EHBERXMESR, REXMFRITEN. HRIMKK “HE” . IMAWENESZEMHA? EW
RIRNEES? At ACHIER? SAMNREESRRPSEMIEMAEN, BMERTUSENNENF?

[00:28:40] Richard Rumelt



English:

Well, in a competitive situation, the fundamental aspect of power is something that's going to give you
some sort of advantage. Usually it's in asymmetry of some kind. If two fighters are equally balanced or
two horses are equally fetched or two armies are equally... And they meet in competition, it's 50/50. Who
knows what will happen. For a strategy you need to exploit in asymmetry of some kind. You hear a little
faster. Or they're a little... Something has to be different between now and between things. So that's the
beginning of power, is asymmetry. We can think of it as leverage, but sometimes think first is a source of

power.
(00:29:43):

Being first to recognize something can be a source of power. Having a reputation of a certain kind gives
you some power that someone doesn't have that reputation doesn't have. On the other hand, having a
well-established reputation of a certain type can be the opposite of power because people don't expect
you to be able to do something new. They expect you to be able to do this, but not that. Having
relationships can be a source of power. When Gerstner took over IBM as it was failing in the face of the
microprocessor revolution, he recognized that their primary asset, their source of power, was that they
were respected and they had [inaudible 00:30:38] into every large corporation on the planet. Nobody else
had that as an actual producing company. And so he said, we're going to embrace our customers. Bear
hug our customers. We're going to serve our customers.

(00:30:58):

That's our source of our power. That's our leverage. That's the synergy. Now the world begins to change
and computing begins to move to the cloud. And IBM's customers, the largest companies in the world, are
the most hesitant to do that, because they've got the big IT departments that don't want move to cloud.
And so small companies move to the cloud and the big companies are, well, it's insecure in the cloud.
We'd have to lay off people. We have these big machines we like to run.

(00:31:39):

And so IBM then becomes disadvantaged in the new world because it inherits this big company
orientation and that lagging behind. So the opposite side of power is what you inherit. From [inaudible
00:32:01] can be the wrong thing. But a source of power is that. A source of power can be an invention, a
source of power can be a particular customer base that you have identified. It doesn't last forever, power,
but all the different sources of advantage that are sometimes transitory and sometimes permanent are

sources of power that a company has to use to compete and survive.
AR ERIE:

ERFF/EBP, NENREIAEERAMEREMLENARE. BEXZ—HFHE (asymmetry) . 1R
MM ELFEYNE, HEROLIFELT, RERSIFENESBS - 1E=ZFPEE, BRAams2Z 50/500
WHERREMF 4. NTRIELHE, (REEMRAREMANTE, MRER—=, HEMINE—<-FYZE
BABFIARE. FRUNENFIRMERNME, FATILIBEEFILT, EENEAEZERIENKR.

(00:29:43):

RERRIEGZIURNNER. HEEMEERAMETRLEXIMEENARFEENNE. 5—FHE,
REXMRAFENSELARENENRE, RANANFREMREMMERS. WIHEMREMXT, M2
B WEXRBWAURIER. HFBEH (Gerstner) 7E IBM HInfFHLESEE KM IHEF AR, HEIRE
IR EER. NN ERRE: MINRAER, HEASHIKES-—RRABTEHLERNEKR. FA—KE
FREFHRAT, REHMAREX—R. FrUME, RMNBMHEIINNER, 25~ -0 "R , HNE
RS TFHANEF

(00:30:58):



XN AERR. ZMEHANALIT. XMIMEMN, REEFFIREL, HEFERRmEISE. M
IBM By P — 5 EBERRN AT —MIEARTE, BAMIIERAN TS, FRREISR. T2
RERET B, MAKXRWE: “TRFRE, FIEELE, RIERETXEARNE"

(00:31:39):

T2 IBM Bt RPTRATER, RACHERTIMAREFA, FHTEE. MUANENS —EZRHH
HIARPE, HARKRARGEREIRN, BNEFMEXL: EUUR—HAH, FJURMRRMENSES .
NEFRKIEFE, BEXEEREENN. BNEXANMRERER, BEATDNCINBREFNEFNHE
Ro

[00:32:35] Lenny
English:

I imagine people listening are just like, oh man, | got to figure out the power, the advantage that | have
with my business. Is there any advice you could share about helping people figure out where their power
might lie?

FRCERIR:

HRARMNAEEEER: KXW, REFFRANUSHEAARENNENNRTE. XTUAEPAMNLIAES
HHEFRTE, RBEHARINIE?

[00:32:46] Richard Rumelt
English:

That's a good question, Lenny. So how do you figure it out? So | start, as | said earlier, with the
symmetries. In what way is my company different than other companies? In what way is my team
different? What do we know that other people don't know? What do we possess that other people don't
possess? So there has to be some asymmetry to create competitive power, there has to be something
different.

(00:33:17):

Sometimes you have to redefine your space down small amount. Then you can actually see it,
particularly a smaller company that doesn't have worldwide power, has power in a certain marketplace
or a certain set of customers or sometimes it's not customers. Sometimes the power isn't who you can
bring in and hire. So if you invented ChatGPT, you can bring in the smartest Al people for a year or two
because all the smart Al people want to work at the cutting edge with the current winner.

(00:33:58):

Then they'll start to arguing with each other and in fight and there'll be all sorts of embarrassing
personnel things going on and someone else can grab that position, if it's not well managed. Business is
exciting in that sense that it's not stable. It's not just as it was when | was first studying it. It's not just IBM
and Sears and AT&T forever. There's a constant changing of the guard.

FROCERIR:

XENFRE, Lenny, EAFHRIE? MGHZAINAY, MAMMEFG, HNQBEPLESESEHMAIFR
@7 HEAERESEARR? FAIFERLEINAFTNEHNER? HNAEPLENATBENRE? BLER
FNE, UIHBEMFNIRE, BAEFEZL.

(00:33:17):



BRI EEMEX T N—R, ARMAREEEIE. FRNTF-—REELXNEN/NATE,
EEXTMRETYHARAREEFAFRENE, ERAWEFRETER, METIREREI#, WRIRLAT
ChatGPT, fREILIE—MERIBEIRIZAN Al AZ, RAFMEIER Al A EEERAAS HRIBRR—ET
Fo

(00:33:58):

REMNSFIREESE. A, SUASMEMHAZEE, MREERE, JIARITERMIE. WX
TEXER, BUELAXEN, BENEFRE. ERNEGENFRARERE, KZRE IBM. AR
(Sears) #AT&T, XEEBEREM “HE" -

[00:34:30] Lenny
English:

For better or worse.
FRCEIE:

TIEGF T

[00:34:32] Richard Rumelt

English:

For better. Because if you look at government, there is no changing of the guard and they get stultified.
R EE:

BE. ENNRMERN, BESE MWK , T2MI1NZEEN.

[00:34:38] Lenny
English:

Makes sense. So in your book, you have this whole list of types of power. I'll just read them real quick.
Leverage, proximate, objectives, chain link systems, design, focus, growth, advantages, dynamics, inertia,
entropy. There's also the book, obviously The Seven Powers, that a lot of people are aware of. | guess how
do you think about just the spectrum of types of power you can have? Is this it? Are there others?

FRCERIR:

BEE, AFNBE, MIIET—BRKASXBWBZRE, HRRRFE—T: T+ (Leverage). #EEBIR
(proximate objectives) . X &4 (chain link systems) . &1t (design). &= (focus). K
(growth). &% (advantages). &% (dynamics). 18 (inertia). /& (entropy). HAEEMARZA

EFER (LARKBEIE) (The Seven Powers), IREABRXLENELBRNIE? FMXLZ? FEHM
ng?

[00:35:02] Richard Rumelt
English:

| started to make a list there in the book and | wrote up a bit about chain link systems and today, | mean
the power that new business models are exploiting is the power of the user base. What we called years



ago, network effects, where the more users you have, the more useful a product is. So | think the idea of
network effects first arose with the telehealth system, which the idea was that you don't want to be
connected to a telephone system that only connects to two other people. It's not all that useful. It's got to
connect to the world to be useful.

(00:35:43):

And my colleague Marvin Lieberman was taking the economics course at Harvard University at the same
time that Bill Gates was a student in that classroom. Professor's going on about network effects and of
course that's what catapulted him, had his software, MS DOS at the time. Not MS DOS, he had something
called basic that... The network effect was huge. He got angry about the network effect because people
wouldn't pay him. They kept stealing it and using it and pretty soon everybody in the microcomputer
industry had M Basic.

(00:36:27):

Then we get the network effects from not just software, but user base is now with the internet and so you
get network effects with big social media. No one wants to be on a social media if only three other people
are on. So having a large network...

(00:36:50):

Amazon. Get big fast because the economics are amazing. So we used to say, well, in a department store,
economics are that you're saving people the cost of going out of the store and walking down the street to
another store. So now it's all in one place. Supermarkets, the same thing. But look at a thing like Amazon
where there the ease of shopping on Amazon keeps people from leaving it and going to another website.
Now other websites have gotten better and better and some of that is less strong than it used to be and
this is a constant struggle with it. Nevertheless, the size of the user bench there is an important source of
a symmetry and power for the people that have come out ahead and won that battle for this round, this
five years to 10 years. How long does it last before some other thing begins to take precedent. And now
we have two-sided markets, whether it's credit cards or places where both buyers and sellers get
together.

(00:38:01):
And so here these big forces that companies are playing with right now are these network effects.
(00:38:10):

And when the new generative Al, we have the possibility of stronger effects than we've ever seen before,
but we don't know yet. But the suspicion is that size is what matters, that the size of the data that you
could put into the learning algorithm is going to make your Al better. And so again, a big... It's going to

matter.
(00:38:43):

Just think of Google and their ability to improve search based upon all the searches that go on on their
base every day. It's very hard for Bing to catch up because Bing doesn't have as much data to train on.
And so unless there's some new innovation there that isn't just the amount of data, the leader again has
this asymmetry working for it. Now, the way you get around all that is by being specialized, by owning a
particular approach that isn't the market leader's approach. And it's always been that way in business,
but our attention is often attracted by these giants.

(00:39:34):

So yeah, sources of power today where we look at the new business models that are part of the fabric are
these network effects and things like that that are very, very strong. And people are trying to get those in



startups and in small firms within a certain market space and build it as fast as possible to get ahead of
others. There's been venture capital available to try those experiments and some of them work and some
of them don't, but that's this new age we're in now, where the speed of building a market position with
network effects is a dominant game in the tech space.

FRCERIR:

BEBBEYT—KER, 57T —EXTRHARFNAST, MK, MBAULEXEEMBANNERRFEND
2, WMERNZERMZN “MEBME" (network effects) — AR, F@mitETFHE. HiANMERN
S RFHNERIERAR, EZOBBRMRAEERI— I REBEABINENANBIZRSE, BEEZKA
b, eRIEERISHRAERH,

(00:35:43):

HBREZE Marvin Lieberman ERHAFE LEFFIRE, R - EXUEBERAENFE, BIRTHMNEH
Rz, A, XEBUFXR— VARNER, tHHEMIRHE, MS-DOS Zai, fthE—#0 Basic BIRE -
MEMNE K, tEMERERENERR, BAAMIRGERAM, tIIRMERAE, BRENTLHNE AL
7£F M Basic

(00:36:27):

[ERFAT XM P IREGEKN, MAEERKMNEREMBPBERREMEUN, IR RE K, WNFR
RESH=ZAAEZELE, RARRRE FRLUAE— T EAREIMLE -

(00:36:50):

TS, REMA, FAZFRAFAN. FMIEER, BERENEFTRHETRTE 7T AMTELSE. A
HENS—RBERME, HEPMERAESRE— TS, BhtE—F. EEELIH, EISHBYIEIER
HILAARBAECES — Mk, MEHMMIGBEGERELT, IMABERNEURBLRT, XEe—15F
SZmstE, REWLL, BRAEERLEX—® (X553 10 F) BEMANEERTRENAERR, EHAM
YR SEEIMAUZE, XEFESA? AERNEBRETE, TREEAFEREZNHRENT

=1

(00:38:01):

FRLL, MERBRANXLEE RN EBMEMBL
(00:38:10):

FEMBYEMIC Al U, BB RIRER R IR A ABHEER BRI, EFRMTIMEERE, EAMFERR
7 BRE—IREEMANF I BANVBIEMERE IR Al ZIFEI. Fill, MEBREREXER,

(00:38:43):

BRBI], MIIEERNRESRERTE LHITHAMBRERRNHER. BN (Bing) RUEEE, RHAMBNK
BRAZEHEAMIE. FHit, FRIEHIEMAEBTHRIEENHCE, SNWASEFEIRE MRS
B, WE, FIX—YNHERZT UL, BE-—NFRTHHASENEESZE. Bl —ELKREZNILL,
BRNEER N EERXEE LTS,

(00:39:34):

FREL, 289, SREMNEBFNAELRRIFNERRMEXLEIFERABIMEBMN, AEREEMEQ
BIMRSEH DT EIVNATRRGXERN, HRATGERMZBIIMEAMET A RURHF -—E XL
¥, ALY, BERNT. EXMEHNIMAFBOIEN, ERHRTUR, FRMEMNIRER L 7
U —17E T

[00:40:25] Lenny



English:

| feel like Twitter is the ultimate example of the power of network effects, especially recently where if you
think about it, everything about Twitter has changed and it still continues to run. You laid off 80% of
people at the company, they changed the name, they changed the domain basically, the algorithms
changed. | don't know what is still the same.

FRCERIR:

HEEF Twitter (LX) ENERLAENERLF, TEHRRE, WMRIKMFAEE, Twitter W—IEET, B
ERATEEIT. REHET 80%WETL, TRF, BEFRLTHEHSR, BEHET, RFNEEEFAREE
B9

[00:40:45] Richard Rumelt

English:

How can you lay off 80% of the people and it still runs? | mean you got to wonder.
R EIE:

fRIEABEEE 80% AT ERATEIZETT? HER, IREEIRETE.

[00:40:49] Lenny

English:

| love Twitter. I'm on there all the time. | feel like it's never been better, which is kind of wild.
R EE:

BEX Twitter, H—EEE LH. HREFEMRGREX AT, XHEKIEN,

[00:40:54] Richard Rumelt
English:

Twitter's fascinating. | mean | tune into it every couple of days and see what's going on and it is just an
amazing rumble of opinions and statements. It's much more interesting than it was five years ago.

FRZERIE:

Twitter RX A, HEiR, HBR/IRMZ LEFBERETHA, BEFEZEZIMURMSICHNEFTIELS. EEE
LEmMEBERES.

[00:41:11] Lenny
English:

There's a lot of diagnosing and not a lot of concrete actions. But anyway, | wanted to come back to the
element about power. | think when people are thinking about power, it may not be clear where that plugs
into the diagnosis, the guiding policy and the coherent actions. Where should you be thinking and
implementing this idea of where my power is when you're laying out your strategy?

AR ERIE:



BEARZIZE, BRZLAEKTH. EFREER, HBREXT “NE" NER. BIANIANBREANE
B, FIRERNBRENZIEANEIZET. 5RAHMERTHNMIRT, SIRFIELRE, RENIZEMNETRE
EFHKME “RNNERWE" XMEE?

[00:41:35] Richard Rumelt
English:

To undertake a strategy that you think will work, you've got to have a reason that it makes sense and that
reason is derived from some source of power, some source of advantage. Ultimately, your power or your
advantage is something based in history that has the feel of reputation, or institutional skill, or it's some
kind of symmetry or knowledge that you have that others don't have. So it's a resource that you can use
that your competitors or others don't have equal access to because you've either have mastered it or you
own it or you inherited from the past.

(00:42:45):

All those things are sources of the power that you use to make it not an even bet. So when you walk into a
casino, well maybe if you play poker with skill, you can expect to make some money, but the general
casino games, you're going to expect to lose. And in business, statistically, if you come to me and you say,
I'm going to open a new restaurant. What should my strategy be? My answer would be don't open a
restaurant. Invest in the S&P 500 because the statistics are that new restaurants fail. So what makes you
think that you can succeed? Oh, | really want to succeed. Not good enough. | trained under a chef who's
been very successful. Oh, that's interesting. Tell me more.

(00:43:50):

So there, where's the asymmetry here? Where's the source of power where you go from the odds... The
standard odds in this game are against people where you think the odds are in your favor.

(00:44:05):

That's the source of power we're looking for. We're looking for this information, this skill, this thing in the
field, the way the resources are arranged, that's going to give you this edge. And some of that is sort of
part of the situation and some of it's how you shape and focus your actions. Strategy tends to be
surprising when we see it, when we see it work, and surprising because we don't expect it. We expect
people to bumble around. We expect Arby's to bumble around. We expect nation states to bumble

around. We don't expect them to execute coherent strategies.
(00:44:54):

The United States went to Afghanistan and it wanted to catch Osama bin Laden, but at the same time
they didn't want to put an army in the shield to actually catch him because it would the embarrassing to
have that many Americans in the field. That's what happened in Tora Bora. The Secretary of Defense said,
no, we don't want to make it look like we're taking over the country, so they didn't try to catch him as
hard as they could.

(00:45:22):

And we want to have the education of women and we want to have a democracy and we want to have a
long list that we would have no opium production, but at the same time, our allies are the opiate
producers. It was the Taliban that got rid of opiate. Americans didn't do it.

(00:45:44):



So we had all these different objectives. It doesn't work. You need to have a focus on something
achievable. What's achievable? [inaudible 00:46:03] Nation-building is hard stuff. It takes a century.
Afghanistan, I'm off on a tangent here with Afghanistan, but it's a really interesting subject. Afghanistan
was a warlord society, a bunch of different warlords running the place. Well, what's a warlord society?
Where else do we look for an analogies? Well, we look at [inaudible 00:46:32] in 1650. You look at France
in 1300. You can look at Japan before the modern era. These are warlord societies. Well, how did they go
from that to being a coherent government that maybe wasn't democratic at first, but still, there was a
government instead of just as much war. It took some [inaudible 00:46:59] to conquer all the rest.

(00:47:02):

And then it took a long time for them to put in the structure itself of government and then maybe became
a democracy. Maybe not, but that's the process. It's not like you just go in there and say, you're now no
longer a warlord with society because we've decreed it.

(00:47:19):

| don't know. You're going to ask me more questions about what it is people should know and how do
you get these sources of power? How do you get these insights? I'm a big fan of history. I'm a big fan of
knowing things about what happened. Business history, biographies, war history.

(00:47:42):

If you don't have access to other times and other places and other things that have happened, it's very
hard to think strategically about the situation you're in because there isn't a science of strategy. It's not
like physics. It's not like engineering where we can write down the equations of stress on a beam and say,
how thick does the beam have to be? It's not like that. A lot of it is based on analogy to previous human
experience.
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[00:48:16] Lenny
English:

That is an amazing insight. Is there anything you find most rich and valuable in terms of history periods,
empires, stories that you find most connects as an analogy? Is there anything you find consistently is
useful or is it just read as much as you can and you'll often find something in there?
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[00:48:36] Richard Rumelt
English:

Yeah, the further back we go in history, the leaner. It's less rich. The best histories are written by the
people at the moment it's happening or very soon after. History books and things like that are someone's
opinion. But our own history here in the United States, we have pretty good documentation about what
went on in the Indian War, why we had these big cycles of economic growth and then depression. We had
depressions in 1840 and after the Civil War and there was another huge panic depression in the 1890s.
[inaudible 00:49:26]. A lot of people don't even know that these things happen. How did they happen?



And of course everybody knows about the Great Depression of 1929, 30's, but go back and how did that
happen? When did that happen? And you'll hear professors opine about why it happened, but there's no
agreement. The biggest economic fact of the last 150 years, you don't know why it happened.

(00:49:58):

Go back and you can go online and look at the Wall Street Journal of the New York Times from that era
and start in September of 1928 and just look at the front page every day, which I've done, and you can see
it unfold and it's a surprise to everyone. There goes, well, Ford just laid off the people, but it's temporary.
They'll hire them back. This economist says, well, it's a temporary this. It'll come back. And it gradually
gets worse and worse and worse and there's no understanding of it. There's not a lot of analysis. And so
you got Milton Friedman saying, oh, it's monetary. They didn't loosen up the money supply. You got other
people saying things. But put yourself back at that moment in time and see what people saw and realize
that no one understood what was happening and to form their own opinions.

(00:51:10):

That's the diagnosis skill or that's the feeling. Now, let's suppose you fall off a boat. You're on a cruise
ship and you fall and you're now in the ocean. It's terrifying and it's confusing and there's waves and
there's water and | don't want to drown. And you look around and you see, oh, here's a floating piece of
wood. Let me grab it. Wow, that feels a lot better. That's how it feels when you look at a confusing
situation and the first idea of how to understand it comes to mind. Oh, yeah, I've got this piece of wood.
Now I'm not drowning. But is it right?

(00:52:05):

The most important intellectual tool we have is to think again, to say, okay, | came up with this diagnosis
because | thought this and | thought this. Is there another way to look at this situation? Is there a bigger
piece of wood over there than | can grab onto? That's the hard thing. When | looked at the Great
Depression what | saw is the [inaudible 00:52:35]. So if you look at capital goods, most capital goods that
the public buys, the adoption curve goes up like this, it peaks, and it declines and then it comes back up
again. Because there comes a point where everybody who can afford one has got one, and then the new
sales drop off. And in my mind, that's what | saw. 1929, everybody could afford a car, had a car, and the
auto industry began... First signs of the Great Depression were in the auto industry.

(00:53:15):

So that was my play that | read. Now | don't see anybody else writing about that, but that's the exercise
and to exercise your mind about trying to understand complex situations. It's best to go back. You don't
have to [inaudible 00:53:34] to the great Depression, but you can go and try and find situations that other
people have to deal with and look at as much data as you can and to practice that. That's what education
should be in a business school. It's not. They teach theories now because it's so much easier to teach a
theory than intellectual structure.
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[00:53:58] Lenny

English:

It's also a lot more work, reading a lot of books and history and studying and thinking.
R EE:
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[00:54:04] Richard Rumelt
English:

Oh, [inaudible 00:54:05]. | had a colleague at UCLA who assigned a book to MBA students and they went
to the dean and had him kicked out of the course because of a book. He wants us to read a book.
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[00:54:16] Lenny

English:



Oh man. It sounds like you have another book in you writing about the Great Depression and what really
happened there.

RS ERIE:
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[00:54:22] Richard Rumelt
English:

Maybe.

FRCEE:
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[00:54:23] Lenny
English:

Oh, man. Exciting.
(00:54:26):

This episode is brought to you by Vanta, helping you streamline your security compliance to accelerate
your growth. Thousands of fast-growing companies like Gusto, Com, Quora and Modern Treasury, trust
Vanta to help build, scale, manage, and demonstrate their security and compliance programs and get

ready for audits in weeks, not months.
(00:54:45):

By offering the most in-demand security and privacy frameworks such as SOC 2, 1SO 27,001, GDPR, HIPAA,
and many more, vanta helps companies obtain the reports they need to accelerate growth, build efficient
compliance processes, mitigate risks to their businesses, and build trust with external stakeholders. Over
5,000 fast-growing companies use Vanta to automate up to 90% of the work involved with SOC 2 and
these other frameworks. For a limited time Lenny's podcast listeners get $1,000 off Vanta. Go to
vanta.com/lenny, that's V-A-N-T-A dot com slash lenny to learn more and to claim your discounts. Get
started today.
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[00:55:24] Lenny
English:

| wanted to zoom back in on something very tactical. So say you're a product manager listening to this
that has to write a strategy for their team. Say it's like they're working on the onboarding experience of
their product and they're about to sit down and start to write out the strategy for their team. And say they
have a general idea of what they want to do. Do you have any advice for just how to lay out a strategy? As
you talk | think of there's a section. Diagnosis, a section. Guiding principles, a section. Actions, and then
there's power in there and the guiding policy. Is that how you lay it out? Do you have any advice for how
to write this out?
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[00:55:59] Richard Rumelt
English:

| wrote the crutch because | felt that.
(00:56:00):

The Crux because | felt that that kernel was not sufficiently sharp enough for peak. And even in The Crux,
if I could rewrite The Crux book, | would, maybe, write it a little differently today, a whole couple of things
| would change. First, it's really important to understand the challenge, the problem. Diagnosis is not
merely understanding the world, it's understanding the challenge you face. What makes it hard? So the
question | ask client is exactly that. What makes it hard? Client will tell me, "Oh, we want to open up
business in Australia. It's a market we haven't tapped." And I'll say, "Okay, so why are you and | talking
about that? You're the CEO. Just tell somebody to do it. What makes it hard?" "Oh, well, we don't know
anybody in Australia and they kicked us out." If you push, he'll tell you why it's hard.

(00:57:18):

But that understanding hasn't been percolated into a strategy. Part of the problem is that the concept of
strategy has been so beaten up by thousands, hundreds of books, and thousands of more websites that
people have a hard time trying to figure out how to create a strategy, because they're drawn up, down,
left, right. So my two pieces of advice, anybody that's actually trying to do this is, A, state the problem,
and, B, don't call it a strategy, call it an action agenda, that you're not creating a strategy, you're creating
an action agenda. What are we going to do about this problem? That's essence of what you're doing.
When you're thinking strategically, you're recognizing the problem and you have an action agenda to deal
with it. It's not five years out and 10 years out. It's not your general mission to build a better world, it's
none of that.

(00:58:43):

All of that is a different literature form. There's huge numbers of people out there willing to sell you
advice on how your mission, and your vision, and your values, and all these things that have to be in
place before you can have a strategy. And that's not true. It's a different model. | start now with ambitions
because people want to put ambitions in place. They get angry with me. | don't allow them to talk about



their ambitions. So we start with ambitions, and okay, you have all these ambitions. | write in The Crux
that when | was 25, | wanted to be a top business school professor. | wanted to be on Fortune directors. |
wanted to drive a Morgan Drophead Plus 4. | wanted to climb the great mountains of the world. | wanted
to learn to fly an aircraft. | wanted to marry a beautiful woman and have successful children. | wanted to
have a townhouse on the [inaudible 01:00:00] of Paris. All and all, | had a lot of ambitions.

(01:00:05):

That's not strategy. We all have ambitions, and every company should have ambitions. If we look at all
those ambitions, and let's say I'm 25 years old, well, what's keeping me from reaching them all? "Well, I'm
not ready to join Fortune directors. I'm not experienced enough." Okay, so | put that over here. "l can't
afford the pen." Okay, put it over here. "How about the ambitions that you have any chance of making
progress?" So now, well, beautiful woman. "Yeah, | don't know any, maybe | ought to meet a few." "Well,
you can do something about that."

(01:00:52):

So which of your ambitions can you begin to make progress towards reaching, and what's holding you
back? What are the barriers? What are the problems? So | approach the question of the problem now
through the filter of the ambition, that these ambitions, fine, let's accept them all, and which one can you
actually make some progress on today? And what's making that hard? What are the challenges? So you're
choosing a challenge. You're choosing, of the possible challenges you could face up to, you can't do them
all. So there's a focus thing. You're choosing which challenge to focus on, and that challenge has to be, A,
important, and, B, it has to be achievable.

(01:01:48):

It has to be something that you can address. It has to be an addressable challenge. And so the search for
an action agenda, I'm not calling it a strategy, is this balance between problems that are important
because they're close to your ambition and problems that you can actually address and do something
about. And that overlap then becomes the choice you make. "Okay, we're going to go after this and here's
the action steps we're going to take to do that." And if it's a big company, the action steps may extend
over two or three years. Smaller company, took [inaudible 01:02:32] year, six months to a year. These are
things we're going to do, not goals we're going to achieve. These are things we're going to do, action
steps. That's sort of the way | put it together today, which is slightly different than the way it's put
together in The Crux.
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[01:02:49] Lenny
English:

Yeah, | love this advice. That's such a simpler way of thinking about strategy. It's an action agenda.
"Here's the things we're actually going to do." And then it starts with the challenge. And just to talk about
The Crux briefly, The Crux is named after this concept in mountain climbing of the hardest point of the
mountain climb where people, if they get past that, it's all downhill. And | think basically the point there
is focus on the most challenging, like the biggest challenge that you need to overcome to achieve these

ambitions you're describing. Is that roughly the way to think about it?
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[01:03:21] Richard Rumelt
English:

Yeah, yeah, and the idea comes from a design, and it comes from climbing, because | used to be a

climber, a rock climber, and a snow climber, and a crux in a climb is the hardest part, the hardest pitch or



a pitch, the hardest move is the crux of that piece. And then the basic advice to a climber is if you can't do
the crux, don't do the climb, because you're going to fall off there. Now that's not exactly true, because
you can try it over and over again until you get it. But in general, particularly if you're looking at an alpine
climb, you better not take it on a climb where you can't handle the crux. That's why people go
bouldering. The [inaudible 01:04:06] still up to him [inaudible 01:04:08] crux.

(01:04:11):

And so that's what the concept of the crux comes from. Now in business, the crux is the hardest part of
the problem. And from the design point of view, the skilled designers, whether they're an engineer or an
architect, what else? There's usually a challenge. I. M. Pei was hired to take a look at the Louvre in Paris,
and they had a dusty parking lot in the center of this giant palace that had become a museum, and they
wanted an entrance to Louvre there. And the problem is he didn't want it, they didn't want a new building
that would obscure the Louvre itself. The building itself is part of the story, it's part of the scene. And yet
at the same time, they needed to have an entrance, because the entrance at that time was off on the side
wall.

(01:05:24):

And you looked at the situation, and the competing needs, and the [inaudible 01:05:31]. And he had an
insight into, "Well, build a transparent building, build a building out of glass, so that you see through to
the Louvre, it doesn't obscure." And of course, if you can build a rectangular building out of glass, the top
will get dirty. So [inaudible 01:05:55] out of glass. Now, that design insight is something that software
engineers, hardware engineers, mechanical engineers, base science engineers like | was, experienced,
when we look at a dilemma and we try to focus on what makes this hard. And then by focusing on the
difficulty, we see a way around it. Elon Musk focused on, "Well, why is it so hard to reuse a rocket?" And
it's so hard because as it comes back into the planet at 18,000 miles an hour, it burns up in the
atmosphere, or we have to spend a lot of money on heat shields. And at some instant, he said to himself,
"Well, why not, like science fiction, just turn it around and have it land on its rocket?" "Well, there's not

enough fuel." "Well, why aren't we carrying more fuel?" So SpaceX, when | was designing, | was a
conceptual designer, but machine that became Voyager and went out past the planets into interstellar
space where it's floating around right now. Well, one of the problems is how do you know where Jupiter
is? " It's right there." "Okay, but how do you know where it is, plus or minus 100 miles? How do you know
exactly where it is? When we set a mission to Mars, we were off by 500 miles. So Jupiter, how do we know
exactly where it is?" Because we can look at it through our telescopes so we can look at it from the right
side of our orbit and the left side of our orbit. But still, there was a couple thousand miles error in that.
That's too much. And then studying that problem, the simple solution suddenly flashed, and | wish |
could claim it was mine, and it wasn't, which is, "Oh, take a picture of it once we're halfway there. We'll
send that picture back and we'll see it against the distant stars. And now we'll have a triangulation, know
where it is." So designers experience this sense of focusing on the crux of the problem, the hard part, and
then seeing a way through. And that's strategy. Strategy isn't picking a strategy out of a list of common
strategies. It's looking at the problem, what makes that problem hard, and seeing a way to solve it.

(01:08:54):

Now it's called insight, and insight is scary. It's scary because it's not guaranteed to happen. We want to
innovate, but we're scared of insight. We want to be the first, but we'd like to pick our strategy out of a list
of common strategies for being first. We want to beat the market, but we don't want to study enough to
have an insight. So insight is critical. Insight is not magical. It comes from immersing yourself in the
nature of the problem. And you will have, at some point, an insight about how to deal with it. It doesn't
always come when we want it to. It can come while you're driving the car, it can come the next day. It can

come in the shower. Charles Darwin reports that his insight into the nature of revolution came as he



stepped off a carriage into the village green somewhere. Boom, suddenly, he said, "Oh, yeah, it's
obvious." It's like how we raise animals, we breed the strongest. "Sure, why was that so hard for me to
see?"

AR ERIE:

B, Rif. XTRERTIRIT, HRTRE. AAKEZRE—RELE, BENTLREHMI, E8E
B, “XER” (crux) BRMERED, RMEH—KE (pitch) H—TEEMEBRBHIXER. WELEN
BEXRWNZ: MRFEATHRNIRER, BMAEEEHREL, ENREMBEERTHR, AAXFTLIER, E
ARAU—BX —Et =L E R R, E20RE, FrRAREMNEE, MRFFAEER—EMRLERT
XL, XMEAFTAAIETIER.

(01:04:11):

X “RER BREKR. ERLF, XBLREREPRENET D MQIHTHAERE, RE&IRITID
— XTRRIRMEZERNT —EBEHMI@In— TPk TR (.M. Pei) RBHEBRAFE, HITXE
EXNER (BTMEWIE) ROE—1MELXTHNEED, WIBEBREER— T AD. BAZMMAE, 1)
BABE—EIERFFERFNER. BEREASMENSEN—I7, BEHRO—E0. ESLREN, t1F
Z—MAA, ENSERINOFEME L.

(01:05:24):

MBERE. REJR. FET—NER: B, E—EEHENER, ANBE—EERN, XHFIRMEE

BERIATE, EAEHNL” HA, MRMB—NETHBKIBRRA, AT, FIUET — KIS
EFE, XMIRIERERETIRM,. EFIREM,. JURIREMN. GRXFNEMMZETRRNERILHN—
HEMNENEREN, FHNREETET “BHAULXERER" . 83T ETHR, KB THRICHSEE.
%[ - SFREET “NHARBAETTXAXME? * ¥ERNHELE/NY 18,000 REAEREREIIKE, X
AR[ERER, HERNOAERARE LERSH. EEINEE, B CR: “AHTAFRTERLNRAR
#, IBeRdk, LB CHAGERE? 7 “MERE.” “MAFARKNATESRRNE? " BE
SpaceX, HIEEMILRIRITES, BIMERMA “KITES™ H CHITEHANERTENNE Hh—NE=
B IREAKEARZEEWE? “EMER/ L.~ B, BREANEBEENUEIREEIER 100 ZRELR? {RE
LAHFECEM? SRIMTRITAEESE, HMBET 500 RE, BAKE, HNEAHNANEEER?
EABNAILLESEIRRE, ATUMNENEAENHANE, BNARLTRENIRE, BRET. EHRARBPD
B, —MERMRRARRANG (RAEPERLIMD, EFE): M, HINED—FiHRKER.
BERAEER, HMNSBIERREEZNEEERT. RERMNET=ANE, MAMBEEWT.” Pl
AKX METTFRANXER ER), AEKRELRIEL. MM, ST EN—HEERLRERT
Ph—1, MENREE, B2 AILEAEARSEME, HiEFBRENGZ.

(01:08:54):

XA “RAE” (insight), ARELARMEN, BEREANEFMRIEI-—ERKRE. HINBEEH, BRNE
RS, HNEHE—, BRMNEN “WNAME-" ERLRBRPINERR, FITBLMTT, BRIF
BRNAREFERARNEE. FILUAREXER, AREAERR, ERTILECTRERNENREF, X
ML, RIFENALEERER, ERTSRRANNER LI, ErERAERLI, AgES X
HIL, AIRETENTER LI, &ERET - FRXIRER, MHHEERORRIAMMDE LETHK, BAEMH
MBS =R, BF, R, fibin: M, B8, XREAE.” mEHNFY—#, HINESKEILH.
‘YA, MTARURREXIREE HHKE? ”

[01:10:14] Lenny
English:

So | think one of the big takeaways here is that if you want to get better at strategy or be more successful
with how you think about strategy, spend a lot more time on diagnosing the problem and finding the



biggest challenge that is keeping you from what you're trying to achieve. And your insight might come the

more you immerse [inaudible 01:10:30].
FhCERIE:
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[01:10:30] Richard Rumelt
English:

Yeah, and call it an action agenda, "Here's what we're going to do." Not, "Here's all the things we wish
would happen."

FRSCERIE:
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[01:10:39] Lenny
English:

| love it. You mentioned this point that some of the biggest challenges to executing a strategy is
organizational dynamics, and politics is a part of that. Is there anything you could share for folks to help
them through that? You talked about one of the biggest challenges, people just want to keep adding more
priorities. There's all these needs. Everyone wants to include their thing in the strategy. Is there anything
people can do to improve how this works?

AR ERIE:
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[01:11:04] Richard Rumelt
English:

Typically, I'll say typically, we need hierarchy of power, because there has to be some mechanism for
deciding what we're going to do. And there's people with different interests and different private interests
and public interests. And somehow, there has to be a choice about putting some of these aside and doing
this, that you can't say, "Our strategy is to do everything that everybody wants to do." That's what
happens when you form a committee in a city and you say, "What's our city strategy?" They say, "Oh,
we're going to paint the park benches. We're going to clean up the grass, we're going to build a new this,
we're going to..."

(01:11:49):

They have a [inaudible 01:11:49] that stuff, everything they're going to do with that. And anybody who
raised their hand and says, "Well, what about the birds? Can we..." "Oh, yeah, let's put that in, too," that
doesn't go anywhere. So we, inside organizations, people have different opinions. So that's part, they
have interests that they may not state clearly.

(01:12:24):



I interviewed Secretary of Defense, Donald Rumsfeld, while we were invading Iraq, second time, and | was
actually interviewing about budget matters, but he asked me, "Well, what do you do, professor?" And |
said, "Well, | do strategy." And he said, "Well, strategy, that's a hard subject." He said, "I've got people
here in the Defense Department who have an expert on anything. You want to know the clan structure in
Irag, we've got people who know. We want to know the weather, we've got people to know. You want to
know how many [inaudible 01:13:05] we can fly in 24 hours, people who know. | got anything you want to
know, we've got someone who knows about it, but they all disagree. And each have their own private
agenda. They have a contract they want to get, they have a company they want to support, they have a
conceptual idea they want to push."”

(01:13:25):

So every little bit of information comes with an agenda, sometimes obvious, sometimes hidden. And how
do you put all this stuff together to come up with a strategy? He says, "Do you academics have a solution
to this?" And | said, "No, we don't. We don't know much more than, what, 2,000, 3,000 years ago, which is
you put five to eight smart people in a room and you tell them to come up with something." But his
question is at the heart of what | call a foundry, which is how do you get a group of people to coalesce
around an action agenda?

(01:14:11):

And what process would you use and how do you do that? It's a different question than, "What should our
strategy be?" The question is, "Well, how should you go about creating a strategy? Should you ask the
product manager to write an account, or should you ask the CEO to come up with it? Should you hire a
consultant? How do you do this?" In my experience, working with companies, is that the senior executives
have to do this. And my experience is that the senior executives know pretty much everything you need to
know to do this, that you don't need consulting firms to come in and analyze everything that you do. Yes,
you'll gain some insight if they come in and do a competitive analysis, and a customer analysis, and all of
that. But the basic issues, the challenges you're facing, they know that. It's not mysterious. They know all
that stuff, but they disagree about the importance of different things. And more importantly, they occupy
positions of power that, if we go this way, this is going to be hurt. And if we go this way, they're [inaudible
01:15:34] more money for that.

(01:15:36):

And so their interests are not aligned, which is part of what Phil was referring to. And so the problem of
strategy inside an organization is diversity of interest and fear of action. Because action, when you do
something in an organization of any size, it involves people changing what they do. It involves changing
power relationships among humans in some way, that someone who's been the alpha maybe is not the
alpha anymore, someone else is the alpha. This is heavy stuff. And this is why we have a hierarchy,
because someone in the end has to say, "It's going to be this way." And people are hesitant to do that,
CEOs are hesitant to do that. More so today than when | was a young man. It's become hard for people to
do this. If you go to the bookstore and look at the management section in bookstore, most of it's about
leadership.

(01:16:56):

And the leadership is mostly about perfecting yourself. It's not about beating anybody, but the theory is
that if you perfect yourself and somehow rays come out of your head and people will follow you, because
you're so magnetic, and you're so perfect, and you're so wonderful, and you're so insightful, and that
people will follow you, you won't ever have to say, "[inaudible 01:17:19], do that." It's so embarrassing to
tell somebody what to do.

(01:17:24):



And so this is the world we live in today, where one of the problems in doing strategy is that it's somehow
been displaced by this literary form about mission, and management is being displaced by leadership,
which is the idea that the leader has a vision and people... It happened in the '80s. There's a whole
literature there about transformational leadership that is percolated through the system, and those, I'm
not against leadership, but you have to tell people at some point, "We're going to do this, and we're going
to do it this way, and Bob's going to be in charge of this aspect, and Joan's going to be in charge of that
aspect.” And there's a hesitancy to make those choices, because that's part of the action agenda
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[01:18:23] Lenny
English:

So the takeaway there is essentially have a decider. It makes me think of, actually, of George Bush. You
talked about Rumsfeld, but George Bush's famous quote, " I'm the decider." | don't know if you

remember that?
Fh>CERIE:
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[01:18:33] Richard Rumelt
English:

Yeah, that's true. One of the things we see in government particularly is presidents have a hard time
getting advice, because they surround themselves with people who want to please them. Number one,
we rarely.,, It used to be, | remember during Woodrow Wilson's administration, when he decided to take
some hard action, the [inaudible 01:18:58], and he had to do something, [inaudible 01:19:00], and the
Secretary of State disagreed and quit. "Right, that's it. Quit. | disagree." Wow, don't see that so much
anymore. All the people, organizations get frozen because of the difficulty of changing positions of

interest and power in [inaudible 01:19:29].
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[01:19:30] Lenny
English:

Humans are complicated.
FRCERIE:
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[01:19:34] Richard Rumelt
English:

Well, if you look at Nokia, one of the big examples of strategic errors, Nokia was the leading phone maker
in the world world, and then somehow it lost its ability to compete. And interesting question, there's
been a fair amount of research on this, is how did that happen? One way it happened was they replaced
the engineers who used to run the company with lawyers and accountants. Nothing wrong with lawyers
and accountants, but they didn't have a feel for this hardware, software set of issues. And another was
they put in a matrix organization that so diffused power inside the organization that nobody was actually
in charge of anything in particular. I'm exaggerating, but the CEO kept pounding the desk and saying,
"Apple's coming out with a smartphone and you have a touchscreen, and somebody here should make

one of those." So there was no one in authority to do such a thing.
R EIE:
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[01:20:40] Lenny
English:

Maybe a final question on the other end of the spectrum, from an Nokia, from a startup founder's
perspective, what is a strategy and what should a strategy look like if you're just a founder, pre-product
market fit, just trying to figure out where you want to go? What should a strategy look like there? Do you
even need a strategy?

AR ERIE:
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[01:20:57] Richard Rumelt
English:

Well, you're dealing with a lot of uncertainty When you're a founder in a startup, you're making a bet.
You're making a bet like an oil well [inaudible 01:21:09] say, "I bet there's oil under this ground. We're
going to drill, we're going to find it." There's a certain amount of bet that's going on, and you should be
clear about the nature of the bet. The reality is going to be revealed to you in bits and pieces as time
passes, whether a certain approach is going to work or not. What we find doing research on startups,
Silicon Valley startups, is they start out typically aiming at a particular product market solution. And the
idea that you have in your head is, "There's a set of customers who want A, would like to have A, are being
denied A, but we have a way of giving them A," something, a product or a service.

(01:22:02):



Now, some people, they aren't that even advanced. They basically say, "I know how to make something
and I'm going to try to sell it." You know, [inaudible 01:22:10] approach. Well, if you have any chance of
succeeding, you have [inaudible 01:22:17], you have target market, and you have a solution to the target
market's problem in mind, and now you're going to go after it. And the research that we have done on the
startups is that generally it doesn't work.

(01:22:33):

But the ones that survive and prosper switch. They say, "Well, it isn't that customer, it's a different
customer. You should walk from that customer. Oh, and that customer wants a slightly different product,”
and they switch over a period of a year or two period, bang, bang, until something begins to click, and
they begin to grow, and begin to add functions and assets. So there's a search, there's a search like a

truffle hound searching for the truffle that's going on.
(01:23:05):

And you've got to be able to think, you've got to be of two minds. Like so many things in business, when
you're doing this, you've got to be of two minds. You've got to be convinced of the certainty that you're
going to win, and you've got to be willing to shift when things aren't working, and that's a double-jointed
exercise that some people can do and some people can't. It's almost a human skill to both commit and to
be willing to move. But it's a bet. You should be clear in your own mind about the nature of the situation,
the technology that you're betting on. Now, sometimes it's evolving so fast, like generative Al is right now,
that you can't be sure.
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[01:24:04] Richard Rumelt



English:

... That you're going to take a position, where do you think things are going to be in a year? And that's
very, very entrepreneurial, very edgy stuff, but it's not... Go back and read about the beginnings of the
electrical industry or the beginnings of aviation or the beginnings of motorize this and beginnings of cars.
People had to bet about what this industry would look like. The first cars were electric cars. The first car
sold in quantity in the United States were electric delivery vehicles used downtown in cities, delivery
[inaudible 01:24:49] produce. They were electric, ran on batteries. That was the bet.

(01:24:53):

All that changed with the First World War. The United States built thousands and thousands of gasoline
powered trucks to go to Europe, wrestled through the mud, and people came back knowing how to fix
those engines, and those trucks got sold off as wholesale to farmers, who used them on their fields, and
we had the gasoline to take off like a rocket. So, you cannot predict the future. There's an Arab saying that
| like that says, "He who forecasts the future lies, even if he tells the truth." We're making bets. That's
what business is, we're making a bet. And if we're a rich company, we can make a bet and afford to be
wrong. But if we're a startup, we have to be fast, we have to adapt as the information comes in, and that's
the nature of the story. The action agenda has to be quick adaptation to changing conditions.
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[01:26:06] Lenny
English:

| feel like you have another book here where you could adapt a lot of this wisdom to startups. I'm looking
at my notes from what we were talking about earlier, and you have this point of when you're trying to
write out a... You call it an action agenda, not a strategy, you're basically on the hunt for a big problem
and an important problem and an achievable problem. And essentially you can boil that down to that is
the job of a founder to find an important problem and achievable problem and then solve it for a lot of
people.

AR ERIE:

BRI ENE—FABNEM, ALUEXEEINVATVLIAT. HEEHNZAIKENEIS, REEISMR
SHEH— 0 IRIRZ AITEHIIEM A B RS, (FER EREFTH—TARRE. — M EERFM— 1 rI
REER, ABLE, RALERIAERN: S ANTERZRI - EZATRRNEE, AEANREABRR
Eo



[01:26:34] Richard Rumelt
English:

| like that. The other exercise | used to take my students through was what I called value denial. Now,
what is it that you should be able to buy but you can't? And at the time | taught this stuff, | was upset
because | would lose my baggage on a nonstop flight from Los Angeles to Paris, so I'd like to buy
baggage... Sure, so I'd like to buy... How do you get your baggage not to be lost? Now, with security
systems in place, it's less, let's call it. Can | find someone to help me remodel my home that's going to be
on time and I'll bet you not available. Can't buy it at any price. If | live in Hong Kong and I'm going to the
airport, | can drop my luggage off downtown and it arrives at the airport checked in. | don't have to lug it.
Why can't | do that in the US? Value denial.

(01:27:44):

And then engineering, thinking about how something ought to be, a channel, salesforce.com got started

as, "Well, how should this be? It shouldn't be a computer, it should be a webpage. It should be like
Amazon where it has books." And so, that was the beginning of salesforce.com. | asked a group of
students once to think about the perfect window because it's physical, something we could think about
in the classroom without doing a lot of research. Well, what's the perfect window? A perfect window
should be transparent, should let the sun in. All right, so it's let in the light, but not all the time.
Sometimes you want to watch the television. So, it should also darken, drapes for shades. It should let in
the air, good, but not the bugs, a screen. It should let in the air, but not the noise. That's a little harder.

(01:28:57):

So, you go down a list of things that a window should do. It should let in light, but not light. It should let in
air, but not the noise. It should not let in air when we don't want it. It should not let in the bugs. It should
maybe have shutters or not shutters. And so | said, "How could you design the perfect window? What
would it look like?" And there's some kids at MIT that had developed this thing that lets in air, but keeps
out the noise, these little auditory filters keep out noises in certain frequencies. Well, we don't have a
perfect window, but think about it, windows could be better than they are.

(01:29:39):

And that's a real simple device that we're all familiar with, and look around you, look at everything you've
got and say, well, "How shouldn't it be?" And there's opportunities there. Now, a lot of the times, the
opportunities are blocked by the lack of certain materials or regulation. Regulators have decided that you
can't sell a car in the United States unless it goes through a dealer. So, that holds back innovation in that
business. And so plumbing, how should plumbing actually work?

(01:30:20):

Well, there's a whole surge of rules about how plumbing works and electrical things work. You can't
innovate there very easily because of the underwriter's labs and the unions, and a lot of the stuff that's
done in home construction is there to create jobs, not to reduce costs. So, how do you get around that?
So, you have to look at places where it's possible to innovate first of all, but the idea of how do you make
something better? How do you make it perfect? What would the perfect light switch look like, and so on?
These are real simple, silly questions, but they lead to new businesses and new firms if you pursue them.

FRCERIR:

HERX M E. HURTEFZEMNSZ—MEIWY “NMERK" (value denial) . ITE, B AKERIRAIZ
RELEEANEAFRY? HRFHAXLERARE, FRES, BARMKBEI VEERNEAIIRAEZTITE.
Fﬁl«/lﬁ?%tg“ﬁa- 1472 H2R, HALREXE - REARILITEARR? WEBTRRAR, XMERD
T, BB N ABREEE FHAENTING? REGTHRRAE, £ DEMEIFEXMIRS. MRKE



TEEBENG, RAUEHXKIEETE, TEIXNINELNTFET, RFFEEBCKE. ITAEER
WAE? XpiEMERK,

(01:27:44):

REEITERBE, BEEY “Niz" BH4FEFH, Salesforce.com NESHE: “WFIB, XNZET AR
? ERNZE—TEBRENRYE, ENZE— TN ENZEILDHERRE,” X7hzE Salesforce BIF1R, K
BU—HFERE ‘EENEF” , BEAEEXRY, BITTUEHEEREMAZTEMAEMRR. TENEF
BT AEN? ENIZEERAR, EILAYHEK, 1, EReE), BRE—EHSEL, BRNFEEEM, IUERN
ZAETHE, AEMIENT. ENZEBEN, XRY, BFREHREF, MUEELE. ENIZEEBX, BFEE
HIEE, XHRMH.

(01:28:57):

FREL, fR7VH—KE P NIZASNINEERR. ENZE, BERNTSENE; NiZ@K, EFRHIES; HF&IIR
BEXE, ERNZEX; FRZHERF; BIFVZEAEHE, TR “MUORITEENER? eXA
48?7 HEEIFER (MIT) BEERFFART —MARA, AALBENERARS, XE/NWEFTIERE URLE
FEMRNIEE. B, RITELETENER, BER8E, G JUERERIFIELT,

(01:29:39):

XE—TRIMNBATBNERIEE. BEMARE, EEMBENEHEARA, ARNR: “ERNZZMAFEFH? 7
WEMBNS, WE, REFBRNSWELEMENRZ KL EPER. BENGIE, EEERIFRTEH
B, BNAREERE, XERT7ZTUNEE. TAEE, EEIRNZNFEE(E?

(01:30:20):

XTFEEMBESMEEEE—AHERN, (RREEIRELIH, BAERREINE I, MAEEZRPHIR
ZHRARN T EIEMIANZ, MARBHTEEEA. Ba, ROAFASEIXLE? FrE, (REEXEIHAELIHB
W5, EZ0BRR: MNALESFRALZFES? AILEERTR? TRBIAXKAAE? FF. X
LERTIFEERE. EEFRENRE, BUORMMEREN], ENSBEERLSMHBIQE,

[01:31:03] Lenny
English:

I love how full of startup ideas you are. | also think we came up with at least two new books that you can
write. | think you're going to have a lot of work to do after this conversation. Final question, is there
anything you want to leave listeners with or take away? Is there a final nugget you just want to share for
folks?

FROCENIR:

HXERRHERFE R FOEFT, RERFRNEDEBHTRAMA UGB, FEXRKERIFZE
REIEEMR. &E—1 R, FEFTABRBLITRNENRRIED? BRAREN ‘€0 BOFLAK?

[01:31:19] Richard Rumelt
English:

| want to share with you that strategy's not mysterious, that I've spent my life studying strategy, pursuing
it, consulting on it, writing about it. It's not mysterious. It's about solving problems. It's about solving the
most important problem you're facing that you actually do something about. You don't have to be Sun
Tzu to come up with a strategy, but you need to be focused on something doable and be consistent about



it. | have a long list of things not to do. There's a fourth book that I'm thinking about writing called Don't
Do That.

AR ERIE:

BREMARDZNRZE, HEEHAEM. KT —FEFHARME. BRME. RHAREE. #EHEK 78
Wo ERXTHARNEN, ERXTRRMEIGE. BIREMR EERIITHIREZNRT, RARFERAFAN
F (SunTz) thEeBHER, BRFELTITIRITNER, HREF-HE. HE—KS “TEHNE &
B, REFERGENES, ZFU (BIBRHFE) (Don't Do That).

[01:31:59] Lenny
English:
I would read that. | love that title.
FRCEIE:
BB HERX PN HR.

[01:32:02] Richard Rumelt
English:

Can I tell you a story?

R EE:

e IR R ET?

[01:32:05] Richard Rumelt
English:

My wife Kate took up skiing when we got married 24, 25 years ago, and she had this stance that she
couldn't get rid of. When you make a turn, you don't turn like that, you put the ski out the step. | made her
ski on one ski, | did all sorts of things to her back, she couldn't fix it. And finally we signed up with an
illustrious ski teacher in Aspen, a three-day intense program, guaranteed that she would lose her stance,
exceeded them all.

(01:32:45):

And so we went there... On the second day, | followed behind the instructor and her to see what was
going on, and they had been through some exercises on day one, but in day two they were focusing on
this and she would put out her ski like that and he'd yell at her. He'd say, "Don't do that," and after a day
of being yelled at, "Don't do that," she didn't do it anymore, she was fixed. So, the secret technique that
they had in this program for curing your stance was to yell at you telling you, "Don't do that." And so I'm
thinking about a book called Don't Do That about business things where I'm not sure it makes sense, but

you have to noodle these things for a while before they begin to gel.

AR ERIE:

HEF Kate 7E311 24, 25 FRIABRFRFRS, E—MATENZES, SRETH, RAMZBEFE,
RN IZIEBER@INE—D, FILMBENES, WHEHMTSMEE, MMERTT. &E, HNEMRH
& (Aspen) RZBSMT —UEBRBTHEHN=RBUIRIE, RIERBESIEHRNES, BITHRE AT,



(01:32:45):

BMNETHE - BFXR, RREHGNBEEERET T4, F—RMIIHT —L45, EFEXMTE
T, SLHMIHFFRLBEIRE, BERIWMARE. W “BIEEE! " TR T —8X “3U88
BT 2fE, BmAIEMT, MERT. AL, XMRELEZZNWERARENEIRAME 588
o FIARIEEZERE—AXTHUWESHSE, FFMU (G, HAHEXREEEX, BEXER
EREZE, (RABE—ERATE,

[01:33:34] Lenny
English:

| love this idea. It reminds me, one of my friends is a therapist, and there's this video by Bob Newhart
where he's a therapist and someone comes to him and they've got all these problems like, "I get really
sad when | think about my mom and | have this chronic pain," and his advice, "Just stop it, just stop."

FRCERIR:

BERXNEE. XiLRBERN—IETTITAAR. 83 - 4545 (Bob Newhart) B, thiE—1MEST
M, BAERM, FREMEE, b “R—RRREMRHBO, REFEEERR , MENENE: “EBT
¥, BEEFETR”

[01:33:50] Richard Rumelt

English:

Don't do that, just stop thinking about your mom.
FRCERIE:

AABEE, ABRIRE T,

[01:33:50] Lenny
English:

"Just stop it," that's the advice. And so, | feel like there's a lot of synergy there. All right, well, with that,
we've reached our very exciting lightning round. Are you ready?

FROCERIR:

HEETXR , SMEEN. i, RRESXRERMRAIZY. 7, BRAMLL, FMHNTIEBELS AN
WA EF T, EEF T3?

[01:34:04] Richard Rumelt
English:
| guess so.

RSz ERIE:



[01:34:07] Lenny
English:

First question, what are two or three books you've recommended most to other people? | feel like this is
going to be a challenging question, but what comes to mind?

FROCERIR:
BN, FEAFNAEERSIM=ZEBEMHA? AABXIE TR, EMRFEELBINEMA?

[01:34:07] Richard Rumelt
English:

It sort of is. The books that I'm... Clayton Christensen's stuff about The Innovator's Dilemma is always
solid. Books on strategy that | recommend to other people on... There aren't that many. So, | like Playing
to Win by Roger Martin. | really recommend other kinds of books, strategy books. It's easy to get a list of
strategy books, but | think you should read biographies and histories. | think the book about Steve Jobs is
brilliant. | like books about business leaders. I'd recommend Andy Grove's book Only the Paranoid
Survive, and a few others, but | recommend that people read more broadly about people, Rockefeller's
histories, it's fantastic.

(01:35:22):

The stuff about Rockefeller and how he put together... Rockefeller was a robber baron and he built an
empire and all that, you learn that in school, but what you don't learn in school is he dropped the cost of
a gallon of kerosene from $1 to 10 cents. That's the robber baron, and he made kerosene so inexpensive
that he drove all the little mom and pop proprietors out of business, which is why they hated him. So, he
was a vicious competitor, but he dropped the price of something by an order of magnitude, fascinating.
So, it's important to understand stories, not just theories, but stories.

FROCERIR:

LB M, HEFNH- 7KW - mEHIEZK (Clayton Christensen) XF (BIFEBMNEIR) NWANBEZE
RILK. HEFLHNAREBEE - HILEPAZ, HERTAN - BT (Roger Martin) B (RTEALEL)
(Playing to Win), FHLEHFHMERNT, MABAHET, JIH—KARBRRES, BRIANFE
ZIRFIEMFA L. BREBXTEFX - THHBIBERRER . RERXTHLAMHNB. HSHEFRE - 18
&% (Andy Grove) B9 (RERNIEABEETE), EHEEM/LE, BRBWANEZHFIRXTANS, &R
FEHHFHERIFE .

(01:35:22):

KT ARIFEHURMMARS - BRIFHR—T "“BEKRT , MELT —INFEFE, XE(REFRERLE
FE, BREFRFEFINE, HE—MEERRAEMN 1 ETHEET 10 X0, XMERT “BEKRF" ,
IHEHERFNLER, UETERENMELEERMHH T ™, XMENTAMIRM. I, tE— 15
MRSEE, EMIEEMRANNEERT —MER, XXEAT. L, BREEREE, FMUXEER,
e E.

[01:36:22] Lenny
English:

I love how this always comes back to just being steeped in history and this specific point about
biographies is really interesting, and we'll link to all these books that you're mentioning in the show



notes. Is there a favorite recent movie or TV show that you've really enjoyed?
FRERIE:

RERMEROEREREFX—R, XTFEREHMRENREE, FRNSBIRET B PREIRFE BEK
ETEEICE. REBERBHAMRIFEEREBE R ERE?

[01:36:36] Richard Rumelt
English:

Oh yeah, sure. Well, | like Yellowstone, like everybody else. I'm fascinated by it. Recent movies other than
Yellowstone? I'm not sure. We don't have a TV in the house right now, so I'm not connected.

FROCERIR:

R, HA. REEMA—HFER (EH) (Yellowstone) , MREXRET . IBRT (EA) ZIMNEIE? HAH
Eo BAMNKMEKEM, UK EAKE,

[01:36:51] Lenny

English:

That's amazing, that's the dream. | wish | could do that.
R EiE:

KiET, BERZEPNEE, RREHBEMEL

[01:36:57] Richard Rumelt

English:

There will be a TV, but that room is being remodeled.
R EE:

SEHEAN, RN EEIEEEE,

[01:37:02] Lenny
English:

| see, just a matter of time. Is there a favorite interview question you'd like to ask people you interview,

maybe specifically around helping you get a sense of are they good at strategic thinking?
R EIE:
BRAT, RENERE, FEKERSNNEIRRE? BIFRT AT EHFRAENN S ESEKEEREE?

[01:37:14] Richard Rumelt
English:

| like to ask people about, what have you done that was hard that you're proud of? What have you done
that was difficult? And what was it and why was it difficult and how did you get it done? | like to ask



people about what they think was an interesting strategy from any time in the past they want to call out.
Depending on the person's background, | might ask them about a particular company or situation, let's
say, why do you think this worked or why didn't it work? So, | don't tend to ask questions about theory, |
tend to ask questions about things that happened and part of me, I'm looking, does this person have any
knowledge about the world or are they just know what the professor said last year. So, that kind of thing.

FROCERIR:

HERBAN: RS ALRBREIBREES? RS TARENER? BRAA? ATARME? (RENM
FTERE? HEEREAN], ITANSEZEANBEENEEBNEBRETS . RIENSNESR, KAIEIRNA
X FREATDREENEE, b MINARAT AR, HEANTARER? FLl, ZAMRTRER
[, HAETFRXTFREIHEBRZE. ZH—MBRBENRE: XTANERETHED? 24508
FIREFR T HA? mEXERE,

[01:38:28] Lenny
English:

Is there a favorite product you've recently discovered that you really like, whether it's an app, some you
bought, some in the house, some on the road?

FRSCERIF:
FREBERERIMMAAEEETNM “OLEF” F=@? TieE App. EMEHA. REMNZEEK EH?

[01:38:36] Richard Rumelt
English:

Well, we've got this new memory foam bed that we like, it's a pretty amazing innovation. | didn't think
we'd like that, but we do. I really am fascinated by... I'm about to pull the trigger on buying one of these

new smart telescopes.
FRCERE:

i, FAET—NICIZIRAE, FEER, XB2—MEHIRANEH. RRUARNAZER, BERR
HE. HEIMEN - HIEEE FEL—MRENEREETRR.

[01:38:53] Lenny
English:

Smart telescopes? | haven't heard of that. What makes them so smart?

RSz ERIE:
BREEEIE? RIRETE. SRR RE?

[01:38:56] Richard Rumelt
English:

It's a 12-inch reflected telescope, and it's too heavy to look around, it's too difficult to set up, but there
are sort of new smart telescopes that run on a battery and you can put them outside. And the way they



work is, first of all, they know where everything is in the sky, which has been around for a long time, but
the new thing is, it's like astrophotography. They'll look at something for a minute, two minutes, 10
minutes, an hour, and form an image. You don't look through the telescope, you look at it on your phone
or your computer, but you can see now the nebula that maybe the web telescope can see and you can see
it now and you can see stuff out there that you couldn't before. And these are new things for $1,000 or
$2,000 set that are remarkable in what they can do.

FROCERIR:

BE—D 12 BTHIRFXEIRR, BEXIMEITRAE TIERE, RELAE, BRNEE—MHEERET
5, FBEMET, FOUUBEREEZN. ENNIFRER: 8%, BlIHEXTFN—MUE (XERBE
BFERAT), BRFZAETEGRXET . ENZWEXMIEME—2H. MO, +TOHEE—/,
REERE G, MAFTENEERE, MEEFNHERLE. ERAETTUAEIFEREIEZR (Webb
Telescope) REBEIMETR, RALURIRBIIUFERTINARTE, XEMKEAL 1000 2/ 2000 £xT—F, I
REIFEIR A

[01:39:56] Lenny
English:

Excellent choice. Next question, do you have a favorite life motto that you often find yourself coming back

to, sharing with friends, either in your work or in your life?
R EIE:
BIERERE, FT—NEE, FEKAERERNVAERS, BMEEREE. NETTFEEFIZELAK?

[01:40:05] Richard Rumelt
English:

| used to have a final lecture 1'd give to my MBA students about little pieces of wisdom, things not to do,
things that offend people in other cultures. Don't do this if you're in Turkey, it means something else
there. But I'd also say at some point your spouse or your partner will ask you, "Do you still love me?" And
there's only one correct answer to that question, which is more than ever. And my wedding ring says that
inside it, more than ever. So, | don't know if that's what you're looking for, but that's-

AR ERIE:

HLFI L MBA 25 FRE—IR, H—LEE/ bt FEMNE, REEEMXUPEEILANSE, Nk
TEHHANMXNE, EHREEINER. BRBRiE, #ENNZ, MHEEREEREMR: “FREERK
13?7 XPMAARE—NEHBZR, BHE: “LLUIFEMABHMEEEE (More than ever),” HKIEEMIEAN
MMZIEXDIE: “Morethan ever” . EAFEXEAREMFERN, EFRE—

[01:40:57] Lenny
English:

Absolutely.

FRCERIE:

B3} Eo



[01:40:57] Richard Rumelt
English:
... Getting a [inaudible 01:40:58] sense piece of wisdom.

FRCERIR:

------ —MEIRMERE R,

[01:40:59] Lenny
English:

That is really good advice, gave me tingles. I'm going to use that, 100%. Thank you for some marriage
advice. Final question, your daughter Cassandra is a writer as well in fiction. She writes fiction. Is there
anything that she taught you about writing that's helped you become a better writer?

AR ERIE:

XHENZEBFHRIN, WRHECKEE. REDZA=AIE. HREEIREN. &E—N=E, (REY
%)\ Cassandra tBR—UfER, W5/, XFEE, WHEKBEHIMAA, FBEIRMAEFHIEK?

[01:41:18] Richard Rumelt
English:

Yeah, Cassandra is the... Oh my God, she's got like 25 books on the New York Times Bestseller list for teen
fiction now. She started writing when she was 12 or 13. She had a talent for it. She's told me about the
tension that you have to create and she writes novels and that it's not interesting unless there's... Well,
we started talking about this when she was young, she was 14, and she asked me about, what is
romance? | said, "Well, romance is a barrier. Romance is where there's a difficulty back to a couple, and
there's some kind of..."

(01:42:12):

She said, "Oh, like he's rich and she's poor?" | said, "Yeah, like that." "Or he comes from the north side of
town and she comes from the south." And | said, "Like that, yes." And she said, "Oh, like he's a vampire
and she's not?" Okay, so she has alerted me and taught me about ways of creating that kind of tension in
writing. It doesn't work as much in business writing as 1'd like, but | try to create this sense of it's good
strategy, bad strategy. It's a sense of there's a tension between the right way and a wrong way, or if not a
right and wrong way, at least there's a tension between, should we go left or should we go right? It makes
it interesting, otherwise it doesn't catch people's emotional court.

FRCERIR:

2Ry, Cassandra it KU, WIMEAEE 25 7 BELT (ALO8HR) FBLOFENRBHEBHITE. it 12,
13 SRMAREME, REXRMW. tHIFIHRLGTMENE K7 (tension). WE/NR, MRFEBMKAE, bRk
B 0F0E, BATMMR/DHIEHEFFFIAITEXAS, 14 SR FABRE? Hii: “REMZRER. R
BRI —MWERZEFERYE, BEM---7

(01:42:12):

fhit: IR, MGEMRFMRE? T ik W, BEIE” HEMKREHEI, wREHE. KX R
B9, BREEREE” AR IR, mAMERnEMBAE? ~ FE, FIUtREHES T ROFAETEE FPEl
EAMIKTT. BATEB WS ERAGREFENARERY, ERZHOEXM “FHabs. FaR" R, X2



—MERANSHEIRANZERKS, HEELKAELXIINE, EVE “HZxAEEERAA" ZEFEK
1o XiLRBZERFER, TNETEMEDANIRIBERK.

[01:43:14] Lenny
English:

Amazing. Richard, thank you so much for being here. | think we're going to help a lot more people face
bigger challenges and face them head-on and put together their action agendas and overcome this crux.
Thank you so much for being here. Two final questions, where can folks find you if they ever want to try to
reach out or learn more about the work you're doing these days? And then how can listeners be useful to

you?
R EE:

A#ETo Richard, IFERSREERZIXE, FRFNSEHES AENERI L, EANRLG, BEMIIBNIT
A2, HRRXEXER. FEBEROEIR, RER MR- NRAKBERRIME T HEMEHANIE, 7
UTEMERER? SZ5b, ARNIENIREEHA?

[01:43:37] Richard Rumelt
English:

| have a little website called thecruxbook.com that has information about me and about the books, so
there. Don't write to me at UCLA. | don't pay attention to the UCLA website anymore, but if you go to
thecruxbook.com, there's some email addresses where | can be reached. My little company's called
General Imagination. It's like General Motors, but a lot smaller. It's just me, and you can reach me at
richard@generalimagination.com. You can help me out... Oh, tell me stories. Tell me stories about your
experiences, trying to create strategies, particularly inside organizations. How's it worked for you trying to
get something done inside organizations? I'm happy to add more stories to my repertoire. Oh, and hire

me.
AR ERIE:

EBE—NM)RiEY thecruxbook.com, EFEBXFEMBENBHNER. 5iE UCLALEKERF, RAEXZE
UCLABIMEL T o {BUNSRIRZ thecruxbook.com, AREB—LERILIBXREFRVERFE L, AV NATIN “ERA
% 77” (General Imagination), Fi&iBMAS% (General Motors) —#, B/M\M§%, ABREHE —TA, R
B LUBE richard@generalimagination.com BX& K. RAILAEIRAIIC - 18, [IEHHHRE. LEHHR]
ERLABEATIELLIENER. FALABZHEDEEERARENET? RRREERNEMESRE M
BEiE. B, 18, XK.

[01:44:46] Lenny

English:

Wait, say more on that. What is it that people would hire you for?
R EE:

FE, BEURT. AMIsBRIrEHA?

[01:44:51] Richard Rumelt



English:

At this point in my life, | do public speaking. | speak on strategy and growth, and just got back from Korea
doing it, | taught there. | do a little bit of teaching, not much. Maybe for the military people, if they want
me to come in and do a day on strategy and | do foundries. A foundry is where you commit to a problem-
oriented approach to strategy where the organizational leader, the CEO, usually plus another seven or
eight people take two to three or four days off and we meet and we try to come up with, in the end, an

action agenda and it's an interpersonal exercise.
(01:45:52):

I'm the facilitator. | don't tell them what to do, but | urge them to look more deeply and to understand
what these problems actually are. It's interesting to do a foundry. You get quite focused on problems, as |
do at the beginning. I'll often get 25, 50 problems up on the board or Post-It notes around, and when
people look at that, they'll say, "I haven't ever done this before." When they see the 25 different problems
or challenges, they realize you can't do them all. And so, they begin to get this sense of, "Oh geez, we
better focus. We better focus on something. We better do something about some of these." And so, then
we begin to go through this thing, "Well, which ones are really important and which ones are really
addressable?" Well, sometimes we don't know if they're addressable or not. Oh, well, is there anybody in
the organization who does know? Is there someone we could fly in here or have some perspective on
this? So, we begin to try to identify the one or two key challenges that can actually be addressed and
what are we going to do about it? What are the coherent actions we're going to do to take these on?
That's the exercise.

(01:47:16):

From time to time, after the foundries, they all say to me, "Well, where's the strategy? Where's the
document with the mission, vision, all that?" No, that's not what we do. We're doing an action agenda
and the foundry is time-consuming and a bit expensive to some extent, and most of the times we've had
foundries, they really help the company gather its wits and its resources and do something, which I'm
very pleased with how the foundries work. It's not so easy to figure out how to take the foundry concept
and expand it. I've talked to a couple consulting firms about, "Well, the guys like learn how to do
boundaries," and they say, "How does it work? It's one guy for three days? That's not what we do. We do
10 guys for three years." It's not a business model, but that's a nice symmetry for me because they're not
going to compete with me.

FRCERIR:

TEHRAERXDMNER, BMAFER. ALK, MIMSERHER, REBERR. RM—RHF
IF, A%, BIFRAEAAL, ORMWITBILREM—REOVEIIARE, FiEM “%E " (foundries). “%5
B BREMBNT—MURNENSENGIERSGE, ARMSE (BFEE CEO) MLESIME/N\DA, HEEE
ORESE, FAIREHZAERLEE L —D1TINER. XB—MMARERHS,

(01:45:52):

HESIFE. HATIFMIIZMA A, ERIURMINERNMNE, BEEXERBEREMT 4. 8 “HE
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RBB XA ER, T=, AR~ EXMEI: B, X, RNRFEFHE. RIRFETETE
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B? 7 BRENFTNEENEERIRMN, B, FIE, AREBFEAFERL? B&BRNTLUERNA, HELER
HAEXMARIAN? FRLL, BATFBEERIRGE—R N EER URAERN X B, HEE . RITEXS R
217507 Fl VBRI E B RIITEIRA I X LB ? X2k SRR,

(01:47:16):
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[01:48:32] Lenny
English:

| love that. | feel like you're about to get a flood of interest and requests. For everyone else, make sure to
buy Richard's books, | got them right here, The Crux, Good Strategy Bad Strategy. Richard, again, thank
you so much for being here.

FROCENIR:

HERXD. ZREFME LERIWEIARENREMNIER. BAURRK, 1B1FEZE Richard 8, HFEME: (X
) M (GFiks, XD, Richard, BRRSHRBVEIR,

[01:48:45] Richard Rumelt

English:

Lenny, thank you for a really pleasant time chatting.
FRCERIE:

Lenny, HHEHR, XRENKRIEE TR,

[01:48:49] Lenny
English:

It was 1000% my pleasure. Bye, everyone. Thank you so much for listening. If you found this valuable, you
can subscribe to the show on Apple Podcasts, Spotify, or your favorite podcast app. Also, please consider
giving us a rating or leaving a review as that really helps other listeners find the podcast. You can find all
past episodes or learn more about the show at lennyspodcast.com. See you in the next episode.

AR ERIE:
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