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Strategy for the Global Market

In the twenty-first century, the global community constantly strives to bring structure
and order to the world through strategic means. From the highest levels of governments
and militaries to multilateral institutions, NGOs, and corporations, a strategy for the
future of a company, region, country, or even the world is tantamount to success. Yet
few understand what strategy actually is and how it can be developed, planned, and
implemented.

Strategy for the Global Market combines a fundamental study of the theory of strategy
with its practical applications to provide a new approach to the global emerging market.
Due to the technological transformations in communications and transportation, and the
birth and development of both the global community and the global marketplace over
the past twenty years, the world’s population and corporations are in much closer contact
with their counterparts across the globe than ever before. This has led to increasing
competition and even rivalries. Understanding the strategic environment, as well as solv-
ing problems either through amicable means or conflict, requires the powerful instrument
of strategy to remain efficient and to triumph.

Features of this book include:

e Methodology and practical recommendations for all stages of developing and imple-
menting strategy.

e A comprehensive guide with explanations and descriptions, for the preparation and
orderly compilation of all necessary strategy documents.

e Real-world examples taken from corporate, government, and military strategizing
practices in emerging market countries and the global marketplace.

This book should be on the desk of every national, regional, and military leader, corpo-
rate executive, manager, and student of strategy.

Dr. Vladimir Kvint has been a professor of strategy, management systems and interna-
tional economics at Fordham University, New York University’s Stern School of Business,
American and LaSalle Universities, and Babson College and serves as chair of the Finan-
cial Strategy Department in the Moscow School of Economics at Moscow State Univer-
sity, Russia. He is a member of the Bretton Woods Committee and the Russian Academy
of Sciences, a US Fulbright Scholar, and a well-established strategic advisor.



Drawing on 45 years of experience in global markets, gained as a student, teacher, and

active advisor across sectors and regions,Vladimir Kvint offers a wise and powerful theory

of business strategy and provides a roadmap to practitioners which, if followed with dis-
cipline, will inform tactics and lead to long term success.

Sharon P. Smith, President, University of Pittsburgh at

Greensburg, USA

This pathbreaking book studies the concept of strategy, surveying its development from

ancient times to the present and showing how it is basic to both economic growth and

the quality of life. Strategists, Kvint explains, work to find new perspectives and to project

new scenarios into the future. This original, deep, and practical book is a must-read for
all of us who want to understand modern economies.

Edmund S. Phelps, the 2006 Nobel Laureate in Economics and Director,

Center on Capitalism and Society, Columbia University, USA

Kvint does a superb job of clearly explaining business strategy and the global market

environment. The book is very timely and it is well suited for executives in strategic

implementation as well graduate students in business, economics, finance or international

affairs. Strategy practitioners and their firms will gain tremendous insights from this
excellent explanation of the concepts.

Y. Joseph Ugras, Dean of the College of Professional and

Continuing Studies, LaSalle University, USA
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To all strategists who have and will improve the world.



Remembering, not withstanding, that the true worth of a man is to be measured by the
objects he pursues.

Marcus Aurelius Antonius Augustus, Stoic philosopher

and Roman Emperor (121-80 cE), Meditations.

How wonderful it is that nobody need wait a single moment before starting to improve
the world.

Anne Frank, diarist whose life was ended in Bergen-Belsen

concentration camp at age 15 (1929-45), The Diary of a Young Girl.
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Keynote Definitions

Strategy is the system of finding, formulating, and developing a doctrine that will ensure
long-term success if followed faithfully.

Strategy is wisdom with a defined vector to success and with an assessment of resource
limitations.

The Strategist is a wise, disciplined, and optimistic professional with a strategic mindset,
a vision of the future, and intuition. He or she is armed with a strategizing methodology
to utilize broad and deep knowledge of entities and a comprehensive understanding of
the most influential objective trends.

A Strategic Management System is a managerial process of strategy formulation,
implementation, and functioning aimed at establishing or improving and enlarging the
strategizing object’s priorities according to its fundamental values and interests.

Formal strategy is the final product of strategizing that takes into consideration previ-
ously updated forecasts, public values, and interests, and which consists of a defined
mission statement, long-term vision (including priorities), objectives, and goals. This
long-term strategy must also include a particular scenario to be implemented via the
strategic plan and a strategic management system that monitors its implementation.

The Global Marketplace (GMP) is a strategic system of economic relationships
between consumers, companies, governments, and multilateral institutions from around
the world that allows real-time cooperation and competition regardless of location.

An Emerging Market Country (EMC) is a society transitioning from a dictatorship
to a free market—oriented economy, with increasing economic freedom, gradual integra-
tion within the GMP and with other members of the global emerging market, an
expanding middle class, improving standards of living, social stability, and tolerance, as
well as an increase in cooperation with multilateral institutions.

The Global Emerging Market (GEM) is a new economic, strategic, and political
phenomenon of the world economy and the global marketplace, encompassing emerging
market countries and their regional blocs, which, despite varying geopolitical character-
istics, are united by comparable levels of risk and developing free-market infrastructure.
These factors of the GEM unify vectors of development of emerging market countries
toward economic freedom and global integration, attracting international economic and
business cooperation and competition.



xxii  Keynote Definitions

The Global Order is a political and economic system of cooperation that emerges
organically or as a result of the strategic influence of multilateral institutions, superpow-
ers, and other nations, though not necessarily by cooperative means. The global order
provides customary procedures, allowing the avoidance or mitigation of conflict while
promoting stability and sustainable development by offering countries, regional blocs, and
corporations a means to negotiate disputes among themselves and to develop mutually
beneficial solutions to global challenges.

The Global Business Order is a subsystem of the global order that provides a relatively
stable framework for cooperation between businesses with global, regional, and national
institutions, allowing the predominantly evolutionary development of the global market-
place. It is a set of customs by which corporations compete and cooperate with other
businesses in the global marketplace, exploiting opportunities offered by it without
violating human rights, national interests, or regional and global standards and agree-
ments.

Foreign Direct Investment (FDI): The roots of the economic strategy nature of FDI
stem from competitive opportunities abroad: a workforce of appropriate quality, available
capital, effective management systems, technology, and know-how—all of which lead to
a high level of faster returns, with a manageable level of risk, as outlined by a compre-
hensive feasibility study and strategy.

Risk of Foreign Direct Investment is an innate characteristic of cross-border business
related to the threat of predictable or unpredictable negative changes of the external
environment or of a company’s internal resources, with manageable and unmanageable
consequences leading to potential losses.
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Preface

After 45 years of studying and writing on the theory of strategy and the practical experi-
ence of strategizing corporate, regional, and national progress in several developed and
emerging market countries, I decided it was time to summarize my knowledge and
experience on the theory of strategy, the theory of the global emerging market, and its
practical applications. It required effort to synthesize and comb through piles of notes
and analytical work on these topics, but I had the opportunity to do it and finally present
this book to readers due to the support of Routledge. This monograph is a continuation
of my previous book, also published by Routledge: The Global Emerging Market: Strategic
Management and Economics. The main difference between the two books is in their focus.
The first one concentrated on the theory of the global emerging market and its strategic
application. The book which you have now in your hands focuses mainly on strategy
itself: its theory, methodology, and strategizing practice. In this work, I do my best to
prove that the general theory and methodology of strategy can be applied to any strate-
gizing object, including world, national, and regional economies, and corporations, and
can be useful in strategizing the universe of the life of any individual. Strategy actually
begins with an evaluation of how individual values are reflected in the interests and pri-
orities of the strategizing object.

The fledgling ideas for both of these books were born in the permafrost above the
Arctic Circle in Siberia, where I began my professional life. As a metal worker and
underground mining electrical engineer, my mind seemed to constantly return to my
very first professional conundrum—why do workers with radically different levels of
productivity, integrity, and initiative receive the same compensation? Later in my career,
when I was promoted to the deputy head of a large high-tech company, I was frequently
discouraged from creating substantial differences in compensation for employees by
distinguishing between those who worked hard and showed initiative and work ethic,
and those who simply counted down the minutes for the work day to end.

My career began 15 years after Stalin’s brutal dictatorship and 5 years after
Khrushchev’s “thaw,” a period when Stalin’s cult of personality had been largely
dismantled and Soviet leaders were regularly visiting capitalist countries for the first
time. One of the greatest benefits of this relatively less brutal period in Soviet history
was the availability of several books on economics and business, translated from English,
German, and Japanese, such as Paul Samuelson’s Foundations of Economic Analysis, Jay
Wright Forrester’s Industrial Dynamics, and John H. Hutchinson’s Management Strategy
and Tactics. These books, together with the conversations of a few Russian economists
like Nobel Laureates Wassily Leontief and Leonid Kantorovich, as well as Leonid
Abalkin, Abel Aganbegyan, Alexandr Granberg, and Valery Makarov, were the most
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important intellectual role models of my early academic career. All of them, later in life,
became my colleagues and friends.

One young economic-mathematician, Anatoli Alexeiev, helped to build in my mind a
mathematical bridge between economics and technology. Despite the Soviet Union’s
backward economic system, its economic research capabilities were actually quite strong.
In fact, Russian universities produced three Nobel Laureates in economics. With the aid
of these books, and the insight gained from the experience of my surrounding social and
business life and the preparation of my first Ph.D. dissertation, I began to analyze the
success and failures of centralized economic systems. By the end of the 1970s, I found
what seemed to be the fundamental flaw of any dictatorship: oppressive systems inevita-
bly produce goods of lower quality than those of free countries due to a disregard for
economic freedom. The Soviet dictatorship had an established system of planning and
(often brutal) control, but lacked a means of positive motivation—one of the most
important functions of any management system. This is the cause of the production of
inferior goods, wide-scale environmental pollution, lower productivity, and the subse-
quent lower quality of life, poverty, and misery found in all totalitarian regimes.

Coincidently, after I came to this conclusion, I was invited to work at the Russian
Academy of Sciences, the premier Russian think tank established by Peter the Great in
the eighteenth century. For a number of reasons—chiefly the secretive voting system
used by its members—the Academy remained practically the only free institution in the
Soviet Union (a position it still holds even though ironically the capability of the
Academy was substantially diminished in 2013 by a decision of the Russian government
to remove research institutes from its organizational structure). At the Academy, I began
to calculate when—not if—the Soviet empire would disappear. Enriching the trends
through analyzing the unofficial—i.e., undoctored—economic statistics, [ tried to figure
out how long the Soviet Union could survive. This was impossible to do without
analyzing the world economy and the international political environment. At the begin-
ning of the 1980s, when Prime Minister Margaret Thatcher and President Ronald
Reagan, two ardent anti-communist leaders, came to power, they increased pressure on
the Soviet dictatorship, primarily by exponentially increasing military expenses. It was
clear to me that the regime’s centralized economy could no longer bear the military
expenses needed to maintain the strategic balance with the western world that was so
important to Soviet leaders. In 1982, when Chancellor Helmut Kohl came to power with
the goal of unifying Germany and, concurrently, Poland, the Soviet Union’s largest satel-
lite, began to experience intense tension from an internal democratic movement, the
future became clear to me. I predicted that “by 1992, there will be no country called the
Soviet Union,” which was the exact phrase later published in my op-ed piece in the New
York Times.! For roughly two years prior to the publication of this piece, I tried to publish
an article with the following blunt title: “Russia Should Quit the Soviet Union.” I sent
a draft of the article to several publications, all of which either thought it was a joke,
something for the distant future, or could not even conceptualize the difference between
the Soviet Union and Russia, which were generally used as synonyms in the West at that
time. The publication of this article was further hindered by the fact that I was forbidden
to travel outside the Soviet Union to the free capitalist world. With great difficulty, I was
eventually able to skirt this issue. Thanks to great friends like Karl zu Schwarzenberg, at
that time president of the International Helsinki Federation for Human Rights, I found
myself in Vienna in December 1988, discussing with him the history and future of our
world. It is interesting to look back on that time; we both made several predictions, but
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neither of us could have anticipated that he would one day become a citizen of the free,
noncommunist country of the Czech Republic—a state that did not yet exist—and
eventually a senator, minister of foreign affairs, and deputy prime minister.

It is often easier for people to foresee the future of countries than that of their own
lives. Even Nostradamus, who saw centuries into the future, could not anticipate the
death of his first wife and children. Finally, during my first trip to the United States, in
1989, I met with three great visionaries and journalists, a combination that is rather
rare—Malcolm Forbes, Jim Michaels, and Laury Minard, the then leading editors of
Forbes Magazine. They understood my perspective and, on February 5, 1990, my article
entitled “Russia Should Quit the Soviet Union” appeared as a cover story in Forbes. At
that time it was called a “revolutionary proposal.” It is always the case for strategists and
forecasters, when they propose their ideas, that the overwhelming majority says they are
wrong and their predictions are not realistic. When they do indeed become reality, it is
natural for people to forget their initial skepticism.

When in late December 1992 the Soviet Union did disappear, Jim Michaels wrote in
the sideline of Forbes, “When few thought the Soviet empire could ever break up,
Vladimir Kvint predicted and advocated the withdrawal of the Russian Republic from
the U.S.S.R....Kvint’s articles in Forbes on events in the Soviet Union have been close to
prophetic.”

The reason that I mention all of the above is to show not only how difficult it is for
strategists to enrich the right vision and strategic scenario, but also how it is of equal
importance to stick to one’s own strategy. Only time can prove if a strategy is correct. I
made this conclusion after almost four decades of experience not only as a professor, but
as an executive and strategic advisor to companies from two worlds: developed and
emerging market countries. Once a strategy is proven correct, do not look for applause
from the crowd, but search out new strategies. The right strategy can be based on great
intuition, but can seldom work without theory and deep knowledge of the issue at hand.
And I hope that from this point of view, my book will be helpful for readers’ strategic
observations and essential for practical use.

Vladimir Kvint
February 5, 2015
New York City

Note

1 Kvint, V. (1990). “Opportunities in Soviet Disintegration.” New York Times. October 28.
Retrieved from www.nytimes.com/1990/10/28/business/forum-opportunities-in-soviet-
disintegration.html
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1 Uncovering Philosophical Roots for
a Theory of Strategy

Practical wisdom secures us power over others.!

Aristotle (384—322 BCE)

In the world of knowledge the idea of the good appears last of all, and is seen only with
an effort.”
Plato (427-347 BCE)

For to be in a state of meditation is to be finished, while to exist is to become.?

Seren Kierkegaard (1813-1855)

Interrelationship between Philosophical and Strategic Thoughts

The importance of true strategic thoughts and strategy itself is often neglected or ignored
in the modern world. While de facto strategic thought has been used for hundreds and
thousands of years in military and governmental capacities, the knowledge and concrete
understanding of the phenomenon of strategy didn’t exist. This is why the genealogy of
strategy is explored later in the chapter. Strategy still remains surprisingly underestimated,
misused, or misunderstood within certain powerful corporations, governments, and mili-
tary bodies. Even successfully navigating one’s personal life requires a strategic mindset
and rules of strategy development and implementation. It is my argument and contention
that aspects important to this strategic mindset and strategizing practice can be taught.
This book aims to provide the philosophical roots and historical background to the
theory of strategy, as well as important strategic considerations for modern entities, in
order to bring strategy to the forefront of corporate, governmental, and military
decisions—where it must remain in order to ensure success in the complex global com-
munity. Major failure in all of these spheres of humankind’s activities can be attributed
to the prevalent attention to tactical and operational decisions and routine, instead of
focusing on the enrichment of long-term strategic solutions and vectors to success.
Beginning with the works of early strategists, such as Roman leader and author Fron-
tinus and Emperor Maurice (539-602 cE), the theory of strategy has sporadically devel-
oped over the past 2,000 years in leaps and bounds; however, strategy is still very much
a work in progress. In this book, I attempt to systematize the building blocks of classical,
modern, and contemporary works to ground strategic theory and practice. Strategists and
leaders must seriously study, analyze, and comprehend the diftferent categories of strategic
thought and their practical vision must be perfected during the processes of strategy
development and implementation. In order to do this, it is necessary to incorporate major



4 Strategy: Theory and Methodology

issues within ancient philosophical and classical analytic military works into our modern-
day decision-making processes in any field of leadership. The theory of strategy, like any
other theory, must be learned from the beginning. Modern and upcoming leaders can
learn a great deal from these ancient works written during strategy’s birth, and from a
sustained inquiry into the genesis of strategy in the ancient world up to now.

While there are certain major distinctions between philosophical thought and strategic
thought, the pair together forms a complementary whole. In order to explain the impor-
tance of philosophical study in successful strategy development, I must turn to my own
experience, growing up and maturing under the influence of dialectical materialism,
which was the basis of Marxism. At that time, my intellectual worldview was above all
influenced by the works of Aristotle, Spinoza, along with other metaphysicians, but also
by the philosophical idealism of Hegel and the ancient philosopher Philo of Alexandria.
My intellectual development within these philosophical traditions, as well as my now 40
years of experience in strategy development and implementation—strategizing—led to
my conclusion that a strategist’s way of thinking should form a complete and undivided
consciousness in substantial agreement with a philosophical worldview.

Strategists aim for a holistic and interconnected world perception; in this way, both a
great depth of vision and an evaluation of environmental realities and facts unite both
philosophers and strategists. However, philosophers are concerned with truthful state-
ments that are verified by facts and, in this way, are somewhat distinct from strategists,
who are more concerned with the future reality yet to be determined. For strategists,
facts cannot be ignored, but they hold less importance than for philosophers. Of course,
correctly understanding events through strategic thinking can, to a lesser extent, validate
selected strategic perspectives and scenarios. Strategists can ignore current facts since they
must ultimately look into the future, where current events can be forgotten, considered
not related at all, or hold less influence on future “realities” than previously envisioned.
Strategists work to establish new strategic perspectives, priorities, and scenarios where
current facts do not exist and future facts will remain mostly mysterious, even to strate-
gists with a long-term vision. Most future facts at the period of strategy development
cannot be known; this is why strategists and philosophers differ in how they analyze and
make conclusions regarding these facts, and in the way these facts are incorporated into
their findings. Strategists need facts, which always belong to the past, for analysis, and not
necessarily for inclusion in any formal strategic scenario.

Strategic and philosophical thoughts also originate from slightly difterent traditions and
schools with various levels of maturity. No one science is as mature as philosophy. Strat-
egy as a theory, in contrast to the majority of other sciences, has not yet gone far beyond
its infancy. Philosophical ideas typically begin with abstraction and involve few, if any,
practical examples, except for the field of ontology, which is much closer to strategy than
any other philosophical analysis. The initial observation of Plato (427-347 BcCE) that the
world is not perfect is purely an ontological one, which for me is a statement of his
interpretation of facts. In contrast to other philosophical schools, strategic thought is

primarily rooted in concrete examples used to prove strategic accuracy. As Napoleon
(1769-1821) said:*

Tactics, evolutions, and duties may be learned in treatises, but the science of strategy
is only to be acquired by experience, and by studying the lessons of the campaigns,
of the great captains. These lessons have been to keep one’s forces united; to leave no
weak part unguarded; seize with rapidity on important points; and to inspire terror
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at the reputation of your arms, which will at once maintain fidelity and secure
subjection.’

In this text, Napoleon explicitly recommends that leaders not only make conclusions
through theory, but through their strategic experience, as well as through studying other
leaders’ campaigns. Unlike Napoleon, philosophers generally focus less attention on prac-
tice, often purposefully preferring theoretical thought over the practical application of
their ideas. Confucius (551-479 BCE) wrote: “By three methods we may learn wisdom:
first by reflection, which is noblest; second by imitation, which is easiest; and third by
experience, which is the bitterest.”®

At first glance, these two geniuses—Napoleon and Confucius—directly contradict
each other. Confucius reflects on wisdom and how to obtain wisdom, while Napoleon
speaks about strategy. A deeper analysis shows that, in fact, they are speaking about dis-
tinct characteristics of the same phenomenon. Both discuss different qualities of strate-
gists and strategies, but address the same subject. By combining their two ideas, we can
establish a soft definition of strategy:

Strategy is wisdom with a defined vector to success and with an assessment
of resource limitations.

From this point of view, a strategist’s way of thinking and categorizing is closer to an
ontologist, who studies fundamental rules and principles of reality, both economic and
social. Strategy as a science, unlike philosophy, has developed less rules and categories in
its terms, theories, methods, and methodology. My studies in strategy and philosophy
have led me to conclude that some of the major categories of ontology, like time and
space, are also predominant in strategy, both as a science and a practice. From this point
of view, the philosophical roots of strategy can be found in the works of Plato (and his
ideas inherited from Socrates), Aristotle, Parmenides, and, later, Descartes, Spinoza,
Heidegger, and other metaphysicians working on rationalism, empiricism, and organi-
cism. These roots are all anchored in ontology.

It is even more theoretically interesting and practically important to analyze the
thoughts of great philosophers and strategists who lived in the same historical periods and
in the same parts of the world. Some of the earliest recorded sources of this kind are the
works of the masterful strategist Sun-Tzu (544—496 BCE) and the philosopher Confucius,
who both lived in the sixth and fifth century BcE. Naturally, there is a danger in analyzing
works that are over 2,500 years old and written in an ancient language. There is also the
problem of the original text. Sun-Tzu’s works were compiled and rewritten about 400
years after he lived by Sima Qian (14586 BCE), known as the Grand Historian. Transla-
tions of ancient works also vary depending on the translator. For instance, in Sun-Tzu’s
The Art of War, Ralph D. Sawyer and Mei-Chun Lee Sawyer translate a line in Chapter
1 about the five major qualities of the commander during wartime:“The general encom-
passes wisdom, credibility, benevolence, courage, and strictness.”” This same line was
translated by John Minford in 2002 to read more poetically:

Command is
Wisdom,
Integrity,
Compassion,
Courage,
Severity.®
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This example illustrates how difficult it is for scholars to find the correct meaning in the
writings of great ancient philosophers and strategists. In the above quotes, one ancient
word is translated in two different ways: “credibility” by Sawyer and “integrity” by Min-
ford. These words are similar, but they do have different meanings, especially for strate-
gists. Credibility is related to how people perceive others in terms of truthfulness, which
is one of the most important rules and principles for strategists. Integrity represents
internal qualities of virtue. Credibility comes with integrity. It is an error to conflate the
two terms. If a strategist agrees to develop a strategy to produce weapons of mass destruc-
tion, there must be credibility in their work. If the strategy goes against the strategist’s
own moral code, he should not agree to develop such a strategy. If he does agree, he has
to put aside the issue of moral integrity and work only towards credibly implementing
the strategy. These are just some of the pitfalls facing strategists who study ancient texts
in order to apply their words to contemporary understandings and practices. In Chapter
2 of this book, a discussion of Rule 8 will return us to this complex issue.

Nonetheless, this quote references what are known as the cardinal Confucian virtues:
humanity (here as compassion), wisdom, and sincerity (here as integrity). Even from this
short quotation, it is clear that deep strategic thoughts are always drawn in to the same
categories that provide the basis of philosophical processes of thought and a deep under-
standing of reality. Moreover, it is even more interesting to note that Aristotle, who
lived about 150 years after Sun-Tzu and Confucius in a very different part of the world,
and who obviously did not know about them, mentions the same basic categories as well.
Even with very different backgrounds and practice, they all identify ideas using the same
categorical concepts. Their relationship to their states’ and regions’ military practices uni-
fies all three of these geniuses. Many of Aristotle’s thoughts that we consider strategic
most probably originated from teaching Alexander the Great (356—323 BCE) and analyz-
ing his victorious practice (“praxis”). Sun-Tzu, by comparison, analyzed using his mili-
tary years as a commander. Confucius most likely also analyzed the rules and experiences
of the principalities in which he lived. Confucius, who occupied different positions in
government, lived during a time when several dynasties were simultaneously at war.
These warring factions must have informed his strategic analysis. Thus, certain brilliant
philosophers and de facto strategists understood the complex and important link between
their two domains of thought.

Despite the fact that most philosophers do not make distinct recommendations for strat-
egy, their ideas communicated through philosophical tractates, or treatises, can still enrich
strategic practice. Modern strategists can improve their practical experiences and expertise
through analyses of historical and contemporary leaders’ work and achievements. If practi-
tioners, statesman, military generals, and business executives study the experiences of famous
successful military, political, and business leaders, then theoretical strategists will create meth-
odological recommendations from both theoretical works and their practical applications. In
addition to the above-mentioned Art of War translated by Ralph Sawyer and John Minford,
I read an old Russian translation by the late Professor Nikolai Konrad, a member of the
prestigious Russian Academy of Sciences. Konrad translated the title of Sun-Tzu’s book as A
Tractate of Military Art, alluding to the philosophical nature of the work. After reading all three
of these translations, the title that makes the most practical sense to me would be A Strategy
of Power. In today’s world, the book is not often used in warfare, but 1s highly regarded in the
business domain. The continuing legacy of Sun-Tzu’s work comes from its application not
only for business and military leaders, but also for anyone interested in strategic power. It is
a useful text for any individual who wants to direct his or her personal path.
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Outstanding leaders like Alexander the Great and Napoleon honed their distinguished
ability by first studying theoretical works or listening to great teachers. Only after first
studying did their military experience improve. The father of Alexander the Great, Phillip
II of Macedon, could not find a better teacher for Alexander than the greatest philo-
sophical mind of all time, Aristotle. Napoleon often remembered his teachers at the Ecole
Militaire (Military Academy) with fondness.

To continue studying the epistemological roots of strategic thought and its appropriate
translations from ancient languages, it is useful to address related issues in sacred texts.
Even the most read texts in the world that in essence discuss the subject of strategy have
multiple translations, some of which use the term strategy and some of which do not. For
example, the Old Testament, a sacred text for both Jewish and Christian religions and a
substantial text for Islam as well, describes strategic issues. In 2 Kings 18, Hezekiah, the
legendary king of Judah, sends a representative to the king of Assyria with a message that
emphasizes his “strategic” advantage. The Assyrian king is impressed and sends his field
commander to ask, “You say you have strategy and military strength—Dbut you speak only
empty words. On whom are you depending, that you rebel against me?” (2 Kings 18:20).”
Even then, a strong leader was considered equally important to military power and strat-
egy! However, this sentence reads difterently in the seventeenth-century King James
English translation: “Thou sayest, (but they are but vain words,) I have counsel and
strength for the war. Now on whom dost thou trust, that thou rebellest against me?”1”
One translator uses the word strategy, while the other uses “counsel.”” However, we can
deduce that, at least in this instance, “counsel” represents sound strategic advice. Other-
wise, there would be no reason for Hezekiah to mention it alongside—and even, in
context, as more important than—military power. As modern readers, it is important to
assess these translations to the best of our abilities while paying attention to the context
in which related terms are used.

Theoretically speaking, Hezekiah was correct to put strategy (or strategic advice) ahead
of direct military power. Sun-Tzu similarly said:

Therefore, to gain a hundred victories in a hundred battles is not the highest
excellence; to subjugate the enemy’s army without doing battle is the highest of
excellence.

Therefore, the best warfare strategy is to attack the enemy’s plans, next is to attack
alliances, next is to attack the army, and the worst is to attack a walled city.!

Gaius Julius Caesar (100—44 BCE) said something resembling Sun-Tzu’s idea (according
to translator John Carter) almost 500 years later, and most probably without any knowl-
edge of either his works or the words of Hezekiah:'? “To win by strategy is no less the
role of a general than to win by arms.”'3 In 1869, W.A. McDevitte and W.S. Bohn trans-
lated this same work by Julius Caesar, using the word tactic and not strategy. The term
tactic is often described as a component of the larger term strategy (although the two are
very difterent in terms of time horizon and ways of thinking), which is a plan that can
encompass many tactics, although these definitions once again become unstable when
using translations of ancient texts. In fact, in Book I of Civil Wars (50 BCE), from which
this quote is excerpted, there is no mention of “strategy” or “tactic” at all. Caesar wrote:
“cur denique fortunam periclitaretur? Praesertim cum non minus esset imperatoris con-
silio superare quam gladio.”!* Caesar employs the word consilio, which represents a “vic-
torious idea” (of a strategic or tactical nature), and not about the use of physical force by
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the commander. Furthermore, Caesar could not have even used the term stratagem
because Sextus Julius Frontinus (40-103 cE) coined this term about 100 years later in
the first century ce.'

Sun-Tzu, Hezekiah, and Caesar all came to the same conclusion: Great strategic ideas
(derived from the term counsel) are more powerful than armies and more destructive
than victories on the battlefield. Even in contemporary times, strategy is more powerful
than basic economic factors in national economies with enormous natural resources.
This is the result of talent, wise and educated leaders, and the use of professional strate-
gists’ recommendations. This idea is similarly found in several sacred texts: for example,
in the Qu’ran, God gives advice to Mohammed to seek counsel from his companions,
“O Mohammed, when you are going to do any work, or when you are confronted with
an important matter, confer with your companions.”’'® Sun-Tzu became the first
known professional strategist and adviser (to his ruler), and was eventually appointed
head of the army by the leader of his principality. Because of the successful implemen-
tation of his ideas, Sun-Tzu’s text survives as a practical guide to strategy. Many others,
like Hezekiah and Caesar, consistently relied on advice from others in making their
own decisions.

This is in contrast to Stalin, who relied on his own sense and knowledge, which was
obviously not enough to build a correct and winning strategy—at least at the beginning
of the war. Stalin had no vision to predict Hitler’s advances. The same problem of not
taking counsel seriously also arose when Anna Ioannovna, the niece of Peter the Great
who became empress of Russia in 1730, succeeded to the Russian throne. Upon her
ascension, the nobility—through the Russian Privy Council—issued strict conditions
for her to rule the country as a constitutional monarchy. These conditions stated that, in
order to keep the country cohesive, whole, and prosperous, the empress had to rely on
advice. She initially agreed, but immediately upon succession to the throne, she publicly
ripped up the document and became a free-wheeling absolute monarch, driven by her
own will and influenced by her lover. As a result, her ten-year reign was not very
successful.

Any leader with a strategic mindset and a wealth of experience understands how to
use strategic ideas, and not extensive use of weapons, capital, natural resources, or labor,
to win battles or positions of power. Roman statesman and commander Sextus Julius
Frontinus dedicated the first two chapters of his obscure book Stratagems to the power of
the essentially strategic plan; in these chapters, he states that the most important compo-
nent of strategy is keeping one’s strategy concealed while finding out the opponent’s plan.
In order to understand the difference between strategy and “stratagems,” it is best to go
to the source of the latter term, Frontinus:

Let them remember to discriminate between “strategy’ and “stratagems”, which are
by nature extremely similar. For everything achieved by a commander, be it char-
acterized by foresight, advantage, enterprise, or resolution, will belong under the
head of “strategy,” while those things which fall under some special type of these
will be “stratagems.” The essential characteristic of the later, resting, as it does, on skill
and cleverness, is effective quite as much when the enemy is to be evaded as when
he is to be crushed.!”

The translation of this quotation from Frontinus into English is too liberal with its usage
of the word strategy. The translator erroneously attributes the word strategy to Frontinus,
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which he never used directly. Frontinus did not know this term or at least did not use it
in his writings.'® Nonetheless, in 2013, Winged Hussar published Stratagems with the
subtitle “The Roman Strategy at War.”!”

For the particular description of these two terms, listed above as “strategy” and “strata-
gems,” Frontinus used the Greek otpatnyik®v and otpatnynudtov. A precise translation
of these terms into English would be “generalship” and his own term stratagems. From
my perspective, “generalship” has some elements of strategy within its definition. But it
is mostly the high-level operational and tactical activity in the chain of command. Of
course, the translator has some contextual basis for using this term strategy, but according
to my findings, this term in its adjectival form was only born centuries later during the
Byzantine era. It is one more example of how one should be wary of any translation that
may take away from the author’s original meaning and word choice.

Frontinus developed and systematized his own stratagems into twelve categories:

On concealing one’s plans

On finding out the enemy’s plans

On determining the character of war

On leading an army through places infested by the enemy
On escaping from difficult situations

On laying and meeting ambushes while on the march
How to conceal the absence of the things we lack to supply substitutes for them
On distracting the attention of the enemy

On quelling a mutiny of soldiers

How to check an unseasonable demand for battle

. How to arouse an army’s enthusiasm for battle

. On dispelling the fears inspired in soldiers by adverse omens.
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The majority of these twelve categories are mandatory for any strategist and any strategic
analysis. Nobody questions today that one’s strategy must be kept confidential from
enemies or competitors. It is clear from Frontinus (as from the earlier works of Sun-Tzu
and Caesar) how important it is to know the plans of your adversaries, who hope to top-
ple Stratagems 1 and 2. Any strategist also always tries to develop a strategic plan while
avoiding difficult situations (Stratagem 5). Strategic motivation is one of the three major
strategic management functions (Stratagems 11 and 12). Or, as Stratagem 8 states, “dis-
tracting the attention of the enemy” or a competitor. Some of these stratagems, like
numbers 9, 11,and 4 (to a degree), have more tactical characteristics than strategic. None-
theless, Frontinus could not underline differences between strategy and stratagems
because stratagems by essence belong to the core of strategy. On the other hand, general-
ship, the term he actually uses in the text rather than strategy, has little strategic meaning.
This is why Frontinus discriminates between “generalship” and “stratagems,” and why it
is useless to distinguish between “strategy” and “stratagems.”

After searching without success for the actual term strategy in the works of Caesar,
Frontinus, and other early authors, I finally turned to Emperor Maurice, the Byzantine
ruler from 582 to 602 CE, as one of my last hopes of finding any usage of the term in
sources dated earlier than the nineteenth century. This proved to be difficult, as we do
not know the original title that Maurice intended for his work, today known as Strate-
gikon. The earliest known copy of this treatise was written in the tenth century about 300
years after Maurices reign, and was commissioned by the Byzantine Emperor
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Constantine VII without mentioning Maurice’s title.! The original title in Ancient
Greek was “O0pPkiov taktiké oTpTnykd,” which contains the words factic and strategic.
The librarian of Cardinal Barberini created the first version of this work under the name
Strategikon in 1664, more than 1,000 years after the death of Maurice. Once again I did
not succeed in finding any earlier usage of the term strategy before Maurice used the term
strategic as an adjective.

Though the etymology of the word is unknown,?? descriptions and applications of
strategy are present throughout Strategikon. Book II of this treatise, titled “The Calvary
Battle Formation,” contains the meaning of strategy (not the term itself) in a sentence
that rightly connects the category of ““strategy” to two of its major, predominant qualities:
time and space.?> Maurice states, “Strategy makes use of times and places, surprises and
various tricks to outwit the enemy with the idea of achieving its objectives even without
actual fighting. Strategy is essential to survival and is the true characteristic of an intelli-
gent and courageous general”?* At the beginning of Book VII, the author differentiates
between “tactics” and “strategy,” stating: “A ship cannot cross the sea without a helmsman,
nor can one defeat an enemy without tactics and strategy”’? Later in the same section,
the translator uses the term generalship as a synonym for strategy, a practice I have noticed
with other authors and translators as well.

The authorship of Strategikon is sometimes called into question. For me, the detailed
attention given to economic resources as well as the maintenance of well-stocked and
supplied troops help to prove that Maurice is the author. Many other notable contem-
porary authors mistakenly do not pay such close attention to these economic and organi-
zational issues. This detail belongs more to a statesman than to military leaders. Maurice
started his military career as a successful general at an early age, leading a victorious
campaign against the Sassanid Persian Empire. After he became emperor, he continued
his military triumphs against the Sasanians, as well as the Avars, Balkans, and other tribes
found in modern Italy and North Africa. His great military battles, followed by many
years of state rule, were the experiential basis for his treaty. More than one and a half
millennia later, his book is still relevant. In the following example, Maurice combines his
experience as a field commander and a statesman to provide useful advice for even
modern-day military strategists. Before a direct confrontation with an enemy, Maurice
recommends:

To try simply to overpower the enemy in the open, hand to hand and face to face,
even though you might appear to win, is an enterprise which is very risky and can
result in serious harm. Apart from extreme emergency, it is ridiculous to try to gain
a victory which is so costly and brings only empty glory.?

Throughout Strategikon, Maurice demonstrates that his strategic conclusions are drawn
not only from his vast experience, but also from the achievements of many ancient stra-
tegic giants, such as Hannibal. In the way that he evaluates victories via strategy, Maurice
is similar to Sun-Tzu, King Hezekiah, and Caesar.

Without a doubt, the works of Frontinus and Emperor Maurice belong to the fun-
damental beginnings of the theory of strategy’s development, which is still, almost 2,000
years later, “under construction.” Strategists and leaders have to seriously inquire into
and comprehend the categories of “stratagem” and their historical precedents in order
to perfect modern processes of strategizing. Strategists and leaders have to be prepared
to be efficient strategizers, especially because of the new conditions developing and
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dominating the knowledge economy, the new phenomena of the twenty-first century—
the global marketplace and the global community (which will be discussed later in the
book and especially in Chapter 5). For any success, resources that are often in short
supply are almost always needed, but resources are still less important than efficient
strategy. In an integrated global marketplace (GMP), a modern phenomenon that will
be defined in the next section, any artificial self-isolation—or autarchy—cannot increase
the efficiency of an economy or a population’s standards of living in any country. Effec-
tive strategy must always be oriented to the integration of nations within the global
community and the cooperation of companies on the GMP. Moreover, in the process
of this integration, the role and scale of natural resources is declining in comparison
with the wide use of quickly updated technological improvements and innovations. This
means strategic thought is more important than ever before, even if it is not as prevalent
as it must be.

Development of Strategic Ideas into Theory and Methodology

As we have seen, strategy as an idea has been used for most of recorded history, and at least
since Ancient Greece and China. However, the term strategy has gone through consider-
able changes in definition over the past 200 years and has outgrown its original connota-
tions. If you ask a hundred people to define strategy, they will most likely respond in a
common theme: it is about critical issues and it concerns the future. But the majority
(including some military and business leaders and statesman) will also make strategy a
synonym for many other concepts that either preceded or are derivatives of strategy, con-
tain elements of strategy, or may not be related to the actual essence of strategy at all. Most
people use the word strategy to define all operational or practical decisions and activities,
and, often, subtle distinctions between operational, tactical, and strategic decisions are lost.
Moreover, professionals in the theory and practice of the decision-making process, as well
as in all fields of human activity, also quite often use the word strategy incorrectly. Many
professionals incorrectly use terms like forecast, prediction, strategic plan, and strategic vision as
synonyms for strategy.

The problem with the early writers on issues related to strategy—like Sun-Tzu,
Thucydides, Frontinus, and other authors prior to Generals Carl von Clausewitz
(1780—-1831) and Baron Antoine-Henri Jomini (1779—1869)—is that translators too
freely use the term strategy when the original authors did not use this term at all. The
ancient books on strategy were certainly talking about the essence of strategy, but
never used the term outright. Emperor Maurice used the word strategic in his writings,
as demonstrated earlier in this chapter. In the work of another Byzantine emperor,
Leo VI the Wise (866—912), who seems to have substantially borrowed ideas and other
elements from Emperor Maurice’s text, you can also find the word tactic, which he
used to describe some strategic issues. This emperor had authorized 60 books, found
today in Greek under the unified title Basilika. One of these books, Tactica, describes
tactical policy, interspersed with strategic issues. This is more proof that tactic is a
much older applied science (Thucydides’s use of this term is discussed later in this
chapter) than strategy. However, the concept of strategy can still be found, to some
extent, in these early works, even if it is not accurately defined. Emperors Maurice
and Leo the Wise used the word strategikon and, before them, Frontinus implemented
the term stratagems. Both terms are better translated and understood as “generalship.”
This translation should relate very well to today’s notion of “management,” but
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I would argue that the word generalship is not strategy in the fullest meaning of these
two terms. This has been a long-standing “disagreement” among many different
translators.

Originally, the term “strategy” was used to describe the actions of a military com-
mander making serious military decisions. Later, the term began to be used to describe
the decisions made by any high-ranking military officer, from a general decision in a
long-term war to the reallocation of forces in a particular battle. During the twentieth
century, strategy took on a new definition for business and corporate long-term
decision-making processes.

In the middle of the twentieth century, business executives reignited a newfound
interest in historical strategic books. The works of Sun-Tzu and Miyamoto Musashi
(1584-1645), a seventeenth-century Japanese samurai, became particularly popular.
Strategists started to develop two distinct and usually separate fields: business strategy and
military strategy. By the end of the twentieth century, theory and strategic practices were
divided into three main categories: military strategy, business strategy, and state strategy,
often called “grand strategy” This last term primarily addresses the strategy of national
and regional governments, outside of the military, who protect and help develop
national values and state strategic interests. This is why newfound interest in the old
concept of strategy brought modern readers to very old, and from time to time almost
forgotten, books. In the nineteenth century, several military commanders and officers
wrote memoirs that described large-scale decision-making methods and the develop-
ment of a long-term vision and, in essence, strategy.

It 1s our loss that most of the ancient great military commanders did not leave behind
written records of their vision or descriptions of their strategies. The materials we do
have were mostly written generations after these leaders lived. For example, Quintus
Curtius Rufus, who wrote extensively about Alexander the Great, completed his works
over 400 years after Alexander. There are some notable exceptions, such as Gaius Julius
Caesar. In the modern era, Napoleon Bonaparte also left behind his military legacy in
his letters, memoirs, and in his Military Maxims, even though he did not write a system-
atic work on strategy.

The military historian Theodore Ayrault Dodge (1842-1909) once named Hannibal
“the father of strategy””* This is somewhat inaccurate for two reasons. For one, the
chronology is incorrect; both Sun-Tzu and the great historian Thucydides (460-395 BCE)
wrote rules and recommendations that could be defined as strategic 150 to 250 years
before Hannibal (247-between 181 and 183 BCE). Alexander the Great also demonstrated
brilliant strategy roughly more than 100 years before Hannibal. Second, we do not have
any writings by Hannibal himself.

There are several books from the middle to late nineteenth century that describe the
methodology of strategy. The most profound of these books is On War by Carl von
Clausewitz, which was published posthumously in 1832. General Antoni-Henri Jomini
wrote another historic work dedicated to strategic issues around the same time as Clause-
witz. In their written words, it is possible to observe the strategic vision of leaders who
could implement their strategic knowledge into practice.

Baron Jomini was initially a Napoleonic general (and was awarded both of these
titles—baron and general—by Napoleon himself) before becoming a Russian general in
1813. He was a well-regarded commander and teacher at the Academy of the General
Staft of Russia. His second book, Précis de I'art de la guerre: Des principales combinaisons de
la stratégie, de la grande tactique et de la politique militaire, was published in 1822 in French.
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A Russian edition was released in 1840 and an English version came out in 1862 with
an erroneously translated title, The Art of War.

In the 1840 Russian edition, Jomini defined strategy as “all thoughts combin[ing] the
theater of war.”?® The definition includes thirteen factors:

Determining the particular location for the theater of war.
Selecting and establishing a permanent base of activity.
Defining a subject of activity, both for the offense and the defense.
Choosing a decisive location for the theater of war.
Establishing fronts of activity and the defensive lines.
Choosing the roots of activities, which lead to the front of activity.
Selecting the best strategic lines for a particular activity. This includes different
maneuvers to unify all lines related to this activity.
8. Timing all activity and strategic reserves.
9. Correctly maneuvering the troops.
10. Storing supplies close to the armies’ movements.
11. Considering fortresses as a strategic location for protection of an army, or as a barrier
in defensive tactics.
12. Enforcing army camps and bridges to these camps.
13. Sabotaging separate army units.*’
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After defining these factors, Jomini differentiated between “strategy” and “tactic.” Imme-
diately following his definition of strategic elements, he wrote, “|T]he second branch of
military art is tactic. It unifies the movement of the army on the day of a battle and the
different configurations of military branches during offenses.”’** Jomini also separated a
third component from both strategy and tactic: logistics, or the practical movement of
an army.

Baron Jomini’s division of strategy, tactics, and logistics was innovative for his time and
has led to disputes and discussions among scholars and professionals familiar with his
work. On the division of strategy, tactics, and logistics, Jomini wrote:

[M]any pointless disputes took place regarding the limits of these three difterent
branches. According to my definition, strategy is an art that allocates military activ-
ities over a geographical space but still keeps them united in a theater of war. Tactic
is the art of fighting within that space while also having an escape route ... this space
is a territory of 12—15 km.?!

This additional definition of strategy perfectly unifies all the essential elements of strategy,
and clearly discriminates strategy from tactic and logistics.

Jomini is one of the first modern authors to use the term strategy—not stratagem like
Frontinus, or strategikon like Emperor Maurice. After all my research, I have concluded
that the term strategy should be credited together to Maurice and Napoleon and to
Jomini and Clausewitz. Napoleon, Jomini, and Clausewitz wrote roughly during the
same period and come from similar military backgrounds. The books of Jomini and
Clausewitz can be considered alongside the legacies of leaders such as German Field
Marshal Count Helmuth von Moltke (1800-1891) and Chancellor of the German
Empire and Prussian Minister President Prince Otto von Bismarck (1815-1898), among
others.
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No one before Jomini so clearly delineated the meaning of strategy from tactics and
logistics. This contribution is difficult to underestimate. Yet in modern strategic studies
he is relatively unknown compared to Clausewitz or Helmuth von Moltke. It is my
hope that this book will bring a little more recognition to this theorist and practitioner
of strategy.

Due to increased interest in strategy during the twentieth and twenty-first centuries,
scholars and writers began to use the works and writings of ancient historians in their
strategic studies. In fact, these books are almost entirely dedicated to recording history with
only indirect descriptions of strategic practices as they relate to various wars. While it is
most certainly helpful to use ancient authors and historical texts to illustrate strategic ideas
and thoughts, using such works as strategic textbooks will mislead readers. The best exam-
ple of this kind of book is Thucydides’ History of the Peloponnesian Wars. Reading carefully
through this book, I could not find one sentence with the term strategy in it; obviously, this
word was not in Thucydides’ vocabulary. However, this outstanding historian of antiquity
uses other terms like factic and policy. From my point of view, the term factic was used by
Thucydides rarely but accurately to describe tactical issues, like the application of military
forces during battle. The word policy was used more often but less precisely, and illustrated
concepts strategic in character. However, the term strategy cannot be found.

The History of the Peloponnesian Wars has a connection to state and financial policies, but
less so than Sun-Tzu’s book The Art of War. Sun-Tzu makes it absolutely clear that strat-
egy can address any public activity of state and regional governments and financial and
supply practices, not just military activity. Thucydides’ book, as well as Sun-Tzu’s, is a good
source for strategists to find examples of strategic decisions executed by ancient leaders.*?
This literary historical text also contains an analysis of the ruler Minos’ leadership. Minos
was “the first person known to us by tradition as having established a navy ... He made
himself master of what is now called the Hellenic sea, and ruled over the Cyclades, into
most of which he sent the first colonies, expelling the Carians and appointing his own
sons governors; and thus did his best to put down piracy in those waters, a necessary step
to secure the revenues for his own use”* Minos implemented this idea, strategic by
nature, for state purposes, collecting taxes and revenues, and to dominate regions around
the Cretan islands by establishing a permanent fleet. He was the first known ruler to use
his fleet and navy for this governmental routine purpose, and not just for military victo-
ries. Even though Thucydides, as already stated, never used the word strategy, it is evident
from his work that Minos was a strategist. We can only share this view of Minos because
Thucydides’ description of this hero was strategic. Even if Minos did not exist, Thucy-
dides himself underlined the importance of Minos’ activity as a statesman, and not just a
military commander, which was strategic in nature. According to Thucydides, Minos was
also the first one who used a sea fleet as a means of communicational service and delivery:
“[Als soon as Minos had formed his navy, communication by sea became easier, as he
colonized most of the islands, and thus expelled the malefactors.”** Minos’ strategic talent
stretched far beyond war, and helped to improve and change daily life in Knossos years
before Agamemnon came to power as commander during the Trojan War. Both Minos
and Agamemnon enjoyed continued strategic success by encouraging neighboring lead-
ers to join them on mutual expeditions that resulted in a communal fleet that could be
used by all for shared benefits. This is clearly described by Thucydides, without using
strategic terminology or correctly defining this particular talent of Minos. However,
Thucydides did highlight that “through the possession of a fleet” Agamemnon did even-
tually increase his power.*®> Even more, from the way Thucydides described the activities



Philosophical Roots for a Theory of Strategy 15

of Minos, we can say he was also the first strategist to discover the idea of regional eco-
nomic integration and to implement this concept of power by marshaling his fleet. This
last quotation by Thucydides leads us to the conclusion that strategy is not an automatic
and major characteristic of dictators and their regimes: “[W]herever there were tyrants,
their habit of providing simply for themselves, of looking solely to their personal comfort
and family aggrandizement, made safety the great aim of their policy, and prevented
anything great proceeding from them; though they would each have their affairs with
their immediate neighbors’3

The roots of strategy can also be found in sacred texts such as the Torah, the New
Testament, and the Qu’ran, among few others. Leaders like Moses—whom all three
monotheistic religions claim—had a strategy. At the start of his leadership, he received a
“strategic mission” and objectives from God. After the exodus from Egypt and during the
journey to the Promised Land, he developed his own strategic goals and scenarios. The
successful strategy he developed to win several military battles allowed him to implement
his appointed divine mission as well. Even for people who do not belong to one of the
three monotheistic religions, or any religion at all, it is important to study these texts from
a strategic point of view. The successful strategies of Moses, his successor Joshua, King
David and King Solomon teach us valuable strategic lessons today.

Readers can and do challenge me for using the Torah and the New Testament as
historical texts for use in strategic practice. However, archeological findings—including
the caves in Qumran—continuously show that these religious texts should also be taken
seriously as historical texts, as they include deep history from at least 2,000 years ago.
Sun-Tzu represents the best Chinese military strategy of his time, though due to its later
popularity in Japan and Korea, it can be more broadly considered a representation of East
Asian military strategy. Strategic practices found in major religious manuscripts, as well as
in the books of Sun-Tzu, can be considered the beginning of historical strategy and the
original sources on the theory of strategy. Confucius lived during the same time as Sun-
Tzu and several generations before Aristotle and Alexander the Great; these great men all
belong to the history of strategy. The philosophical works of Aristotle and Confucius
contain the seeds of theoretical ideas of strategy. Even Homer’s epic poems the Odyssey
and the Iliad hold deep thoughts that are strategic by nature and depict examples of effi-
cient strategic decisions. It is obvious that sections of these epic poems are historically
accurate and represent authentic uses of strategic elements by real strategists, whether or
not they were successful.

Marcus Aurelius was another colossal figure of the ancient world who combined the
roles of statesman, philosopher, and military leader. Unfortunately, his philosophical
works have been greatly undermined in literature and his work in defining and develop-
ing strategic ideas have not been given enough credit. I consider his books to be
extremely important when understanding several major strategic categories, including
objectives, goals, and the quality of strategic leaders.

Even famous quotes from many great strategists and statesmen were often taken from
secondhand sources, leading to some doubt about their authenticity. However, strategists
should be grateful for the original material we do have in writings that were not specifi-
cally devoted to strategy. Napoleon, who dictated his memoirs, did not leave (as stated
before) any thoughts behind that could be classified as a direct systematic concept of
strategy. But we do get an understanding about his strategic mindset from points made
in his writings and letters, be they to his compatriots, colleagues, or lovers. A few strategic
points can even be found in his love letters to Empress Josephine!
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Another very valuable source of strategic thought can be found in the work of the
contemporaries of great strategists, though they are also rare. Most often we find
the works of great strategists in written accounts that came centuries later. For instance,
the work of first century writer and consul Quintus Curtius Rufus is a work of deep
history, but it was still written at the considerable distance of four centuries from his
source material. To give some context, it is the same chronological gap that exists
between Steve Jobs and Peter the Great.

Lack and Necessity of Strategy in the Twenty-First Century

A population’s well-being, and even a nation state’s existence, necessitates a long-term
strategy. Generally, a strategic horizon should be at least 10 to 20 years into the future,
but can be projected as much as 50 to 100 years ahead. The closer to the present, the
more detailed a strategy must be. The proper use of strategy could potentially prevent a
state from suffering through tremendous turmoil or falling into total collapse. State and
national strategy must contain viable scenarios for both peace and war, as well as for
post-war recovery and changes in reserves and in the resources of basic economic factors.
Scenarios should be based on predictions of possible revolutionary changes in technology
due to upcoming scientific achievements or tenable forecasts that provide a visible
understanding of upcoming future consequences. National strategy requires scenarios for
the most difficult force majeur times: ecological catastrophes, drastic climate changes,
declines in agricultural productivity, unexpected mass diseases, or defense preparation to
face aggression from any country worldwide. In addition, both current politics and con-
temporary individuals in power constantly influence strategies. As Napoleon said, “The
great difficulty with politics is, that there are no established principles.”” Strategy must
have principles, regardless of the politics. The development of strategy begins with an
analysis of a population’s values, which transform into national interests. Through under-
standing and redefining strategic principles and interests, values are enriched into major
strategic priorities. This is why politics only complicate the process of strategic develop-
ment. There is a huge difference between politics and strategy: strategy requires princi-
ples. A strategy without principles is a strategy that cannot be successful in the long run.
If a politician interrupts the development, implementation, or enforcement of a strategy,
this interruption must be economically prized.

In the middle of the nineteenth century, as described above, the theory of strategy as
a specific subject of research and application initially appeared only in military theoretical
and analytical studies. Generals Jomini and Clausewitz began to systematize previously
existing fragments in mostly historical and military writings related to the core of strategy.
‘While it was their manuscripts that first introduced and appropriated the term strategy,
they still wrongly used the term to cover tactical and operational issues. For example,
Field Marshal Moltke not only revitalized the works of Clausewitz, he implemented,
improved, and deepened the understanding of his own military practice. If Moltke had
not used and widely discussed the work of Clausewitz, these writings would have been
substantially forgotten by the end of the nineteenth century. Because of Jomini’s and
Moltke’s work, strategic theory began to be taught as its own separate subject in military
academies during this time.

By the beginning—and up until the middle—of the twentieth century, the term mili-
tary strategy had become de facto synonymous with the term strategy in general. But after
World War II, the conceptualization of strategy went beyond the battlefield, and elements
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of strategic ideas found in military books, essays, and in academies were implemented
across several different fields of human intellectual activity. New books on the practical
application of strategy development and improvisation began to appear in the early 1970s.
New translations of the ancient writings of Sun-Tzu, Thucydides, Caesar, and Emperor
Maurice appeared, as well as the modern works of Carl von Clausewitz, Antoine-Henri
Jomini, and later Napoleon and Bismarck. Individuals and entities began to use the strate-
gies revealed by these military masterminds in corporate and state strategizing processes,
as well as for individual strategies or those used in the wider global community. This is
why some of their books became very popular outside military spheres, especially among
business strategists.”® The study of strategy had become a prerequisite for individuals
working in the business world, in domestic corporate activities, and, most particularly, at
the international level because of the accelerated development of multinational corpora-
tions. These tendencies resulted from the influence of several global trends, the most
dominant trend at the time was that of internationalization. This was a period of business
world development prior to the birth of globalization—an extremely powerful trend that
will be discussed later in this book.The increasing competition between businesses in the
domestic and international arenas made studying strategy a requirement for decision-
makers of companies, its trusts, conglomerates, syndicates, and other various organiza-
tional forms of collaboration against competitors in the markets of raw materials and
parts, as well as in the markets of distributions of final products and services (and even in
labor markets where companies compete for scientists, high-quality professionals, and
experienced blue-collar workers).

Corporate leaders started to understand keen competition with other companies as a
kind of business and corporate war. As a result, they began to study and read books and
articles, and commissioned proprietary practical strategic recommendations that had pre-
viously only been used by militaries. It was the dawn of corporate strategy development
and a renewed widespread attention to books that had been gathering dust on the shelves
of libraries. Demand grew in the corporate world and in business schools for books on
strategy. Scholars and teachers at business schools started to develop practical and meth-
odological recommendations specific to corporations. Courses on strategic decision-
making became quite popular in the early 1970s and even earlier. This process of
discovery resulted in a historical paradigm shift within strategy research. For the first time,
the quality and quantity of business strategy research began to surpass the work done by
professionals and scholars in military strategy.

The tendency towards the popularization of strategy had some negative consequences
as well. The word strategy could be used without any real understanding of the term and
was often misused and devalued. For example, the operational activity on stock exchanges,
with a horizon of two or three hours, or at least a couple of weeks, was called stock-
picking strategy or currency exchange strategy. Practitioners still found the majority of
books on business and corporate strategies useful, although they were neither analytical nor
theoretical. But good books are often born from the soil fertilized by the bad ones. These
books were representative of “best practice” analysis and recommendations that illustrated
only by example extreme business cases of top-level executives who brought either success
or failure to their entities. However, teaching and writing on the subject of corporate and
business strategies improved the quality of this theoretical work and strategic practice as
well. The development of terminology and distinct categories of strategy separated the
subject of corporate strategy from economic, financial, and military strategy. Because the
practice of economic strategy development began much later, its methodology and theory
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are still under construction. National economic strategy can be practical only when
enterprises—and corporations—that consist of national and regional economies develop
and follow their own business or corporate strategies. It is important to note that an analy-
sis of many national and regional economic strategies shows that they are much less devel-
oped, less practical, and have a less established theoretical base than the business strategies
of corporations (and they lag behind military strategies as well).

At the beginning of the twenty-first century, due to the birth and development of the
global marketplace and the initial stages of the global community, there was a projected new
shortage for top-level strategic decision-makers. This also generated demand for theoretical,
methodological, and practical strategic recommendations about how to compete and col-
laborate within the framework of the global marketplace and global community. Practically,
this is a relevant issue for scholars in the fields of military and corporate strategies who are
starting to move slowly to the global arena, generating demand in the GMP for strategic
research and recommendations. Also, in a reversal of influence, military strategists began to
use corporate strategists’ theoretical works and to analyze their practice.

The birth and functioning of emerging market countries and, later, the formation of
the global emerging market led not only to new opportunities and threats for corporate
leaders but also hastened national leaders and heads of governments to order recommen-
dations regarding state and regional strategies and advice about their development and
implementation. The second decade of the twenty-first century showed that the global
community is a reality that has already necessitated the development of theory and meth-
odological strategic recommendations to solve different global issues related to ecological
problems, mass diseases, migration, and drugs, prostitution, and weapons trafficking,
among other issues. The subjects of these strategies are not only global multilateral institu-
tions like the United Nations, the World Bank, and the World Trade Organization, but
also some non-institutional organizations like the G7 and G20, which do not have execu-
tive bodies but nonetheless require unified strategies to be discussed and adopted at their
annual meetings. Many societal organizations that operate on a global scale, such as
migration organizations and different unions, need their own strategies. The development
of multilateral regional unions and agencies with their own institutions, such as the Euro-
pean Union, Mercosur, ASEAN, ECOWAS, and approximately 100 others, means that
they would like to have their own strategies as well. These practical requests for strategic
methodology and recommendations have motivated scholars to study and develop the
general theory of strategy with an overall aim for strategic implementation in any sphere
of human activity, making adjustments according to the particular characteristics of the
strategizing subject (e.g. military headquarters, corporate executives, national or regional
governments, ministries with different sectorial responsibilities, etc.).*

Development of a System of Strategy

Very few countries in the world have state strategies encompassing all of their regions and
industries. Among the largest nations in the world, only China has come close to develop-
ing a unified strategy; since 1978, under the leadership of Deng Xiaoping, China has devel-
oped and monitored strategy for a 100-year vision. In fact, most contemporary nations have
difterent sectorial or special purpose strategies (like NASA’s 200 year strategic plan), but do
not have a unified national strategy as China does. When a nation has a particular strategy
and follows it, the outcome is almost always successful if the strategy is honestly developed
and if governments allocate the required resources for continuing its implementation.
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When governments of states or regions declare their strategy, but do not allocate resources
for this strategy, the strategy limps along for several months and is eventually removed from
the national agenda quietly. In an attempt to avoid these problems, some governments pre-
sent not a strategy, but a “concept” without a description of its required resources. All of
these countries would never implement these “concepts” in practice; rather, they are only
declarations combining what a government would like to say and what the nation would
like to hear. This kind of “concept,” or so-called “strategy without resources,” is just a way
to mislead the population. Very often countries without strategy, placed in extraordinary
situations due to the lack of well-developed scenarios that could lead the nation like a
beacon through difficult times of change, sink in an ocean of catastrophe.

The global marketplace and the global community also increased the demand for rec-
ommendations on strategy use and implementation, from that point forward, not only for
military and corporate leaders, but also for heads of states and governments, and leaders
of regional multilateral unions and global institutions like the UN, the World Bank, and
the IME among others.

At the end of the twentieth century, after the failure of dictatorial regimes in an over-
whelming majority of command economy countries, a new generation of leaders came
to power as the heads of states and governments. These new national leaders mostly
oriented themselves towards economic freedom, were more educated than their prede-
cessors, and often had experience in corporate or military sectors and science. This new
leadership increased the demand for strategic recommendations and strategies. Conse-
quently, it became evident during the 1990s that there was a substantial lack of specially
trained professionals who could work on the development of strategies and monitor their
implementation in any entity, regardless of its specialization and profile.

Furthermore, a lack of resources, shortages in basic economic factors, and social needs
in countries using new dimensions strategies oriented towards economic and business
development (which later became known as emerging markets) gave birth to a new
trend: competition between national governments and domestic companies in the global
arena for foreign investments, raw materials, sustenance, and even for the appointments
of highly trained top-level foreign professionals in various areas. To be successful in this
competition, governments started to develop national strategies, and then regional gov-
ernments and heads of sectorial ministries started to imitate national governments. This
1s the reason why not only national strategies began to be widely developed in the 1990s,
but also why specific national, economic, financial, and later, ecological, scientific, and
technological strategies were added to the agenda. Regions within national boundaries
started to compete as well for resources and control of leadership. Global trends of
regional integration, more and more transparent national borders, and increasing inter-
national cooperation on political, economic, and cultural issues had positive impacts, but
also gave rise to terrorism, prostitution, and the trafficking of drugs and weapons. It
forced national governments and occasionally regional ones to develop security strategies
to increase the dynamics of governmental influence through national security strategies
in the military and in industrial and ecological safety. The dynamism of all these trends
increased and complicated competition in the corporate world in the domestic, interna-
tional, and global arenas. Intense professional competition in different industries and
regions, and among corporations, institutions, and governmental structures, motivated
some individuals (especially those who sought professional careers) to develop their own
strategies—strategies for their professional and even personal lives. But it seems that the
majority of executives and managers who work for leading enterprises that already have
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strategies and who participate in the development and implementation of these new or
updated strategies overwhelmingly do not have—and do not try to have—a strategy for
their own lives and careers. Nonetheless, books focusing on practical recommendations
(often without any rigorous theoretical base) appeared in the 2000s, filling the shortage
for those who decided to strategize their own lives. Books issued at major publishing
houses even targeted specific age groups: for example, one book promised to help teenag-
ers develop a strategy to direct and guide their lives.* The majority of strategies devel-
oped during this period of “strategic boom” were useless due to the lower quality of
self-declared “professional strategists.”” As a result, strategy development also became a
sphere of corruption and imitation of real strategizing processes.

All of these tendencies led to various developed strategies that proliferated at the begin-
ning of the twenty-first century and were named based on their own specific characteristics:
national strategies, national security strategies, national economic and financial strategies,
and regional strategies. These processes of strategy development required a methodological
basis and practical recommendations for a variety of strategy types. The result of these ten-
dencies generated a practical necessity for concepts that I prefer to call holistic strategy. An
illustration of this kind of national holistic strategy concept is presented in Figure 1.1.

This is why the system of strategies (encompassing national strategy, scientific and
innovative strategy, economic strategy, financial strategy, ecological strategy, national secu-
rity strategy, regional strategies, sectorial strategies, military strategy, corporate strategy,
strategy of global issues, and strategies of individuals) is very unstable: the incomparable
levels of quality of development and inequality of theoretical bases across different ele-
ments of the system.

Due to the fact that state-owned corporations played and continue to play an
important role in national economies, especially in countries with former command
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economies, sectorial ministries (e.g. ministries of energy, health, or heavy industry—to
mention a few) generated increased demand for professional strategists who could
develop strategies for their executive bodies. This is why sectorial strategies appear first
strongly presented in the structure of holistic national strategies and then subsequently in
regional ones. Under the influence of the processes of development of national, regional,
and sectorial strategies, the role of corporate strategists was substantially complicated by
the fact that corporate strategies tend to be influenced by all substrategies of holistic
national strategies. Multinational corporations started to develop their own strategies
focused on collaboration and operations with the national strategies of several countries
in which their facilities were located or in countries where these corporations distributed
a substantial part of their sales.

Any strategy—it does not matter for which object, institution, or entity it is
developed—must have the same primary theoretical basis for the stages of strategy deve-
lopment regardless of the strategizing object (state, military power, region, business enter-
prise, or individual career). It is very important to note that the use of business strategy
for the development of state and regional strategies was limited in providing practical
recommendations for any of these strategies for several reasons: first, there was a substan-
tial lack of studies and publications specifically dedicated to the theory of strategy; second,
the lack of general methodological steps equally useful for any type of strategy despite
the strategizing object; and third, in the overwhelming majority of cases, the most readily
available books dedicated to military strategy or business strategy do not use a theoretical
basis for their recommendations and exclusively rely on the authors’ observations and
practical experience. Even in books dedicated to business strategy for practical strategists,
or any practitioners who work on strategy, it is very difficult to find clearly defined
methodical guidance describing step-by-step strategy development, which elements these
documents must include, how to begin implementation of the strategy in practice, and
when and how to finish this work (including documents explaining an exit strategy). As
a result, practically developed strategies very often fail without the inclusion of vitally
important elements, such as the right order of implementation of these strategies and the
correctly allocated resources required for strategic success. This is why it is easy to find
missing strategic steps (e.g. entry strategy, exit strategy, adequately developed strategic
management systems with required elements and functions, etc.) when reading these
strategic documents.

In this book, I rely on my 40 years of strategic studies and participation in the develop-
ment of strategies in Asia, Europe, and North and South America. Since I gained most of
my experience from working in emerging market countries, the majority of examples in
this book are taken from the EMC.

However, due to the nature of general strategic recommendations, these examples can
be equally useful—as all general methodology is—for any strategizing object in any coun-
try. Obviously, more detailed practical recommendations require more specific elements
and instructions related to the characteristics and priorities of the strategizing object. In a
best-case scenario, any particular strategy has to be based on a theory of strategy, a general
methodology of strategy development, and implementation. Finally, details and practical
recommendations have to be specific to the strategizing object. Practically useful recom-
mendations and instructions start from, as stated above, the study and enrichment of values,
then the transformation of these values into interests, and the inclusion of both of these
categories in the formation of strategic priorities. Throughout this book, I will use exam-
ples to prove that true strategic interests are concentrations of values.
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Strategy as a phenomenon deserves its own theory. Strategy requires its own analytical
methods and apparatus, including principles, priorities, hypotheses, and laws specific to
trends, methods of development and practical use, defined systems for each element, and
factors that can be analyzed and used regardless of the strategized object. The strategizing
processes of a state, region, army, or corporation must adhere to the general rules of
strategic thinking, strategy development, and implementation. Strategy as a theory
should provide clear elemental content. Along these lines, a long-term strategic approach
should start with the study of the theory and history of strategy, and conclude with the
practice of strategic development and implementation. This order is relatively rigid.
Starting with the history of strategy, for instance, is much less efficient because many
historical works—even those by Herodotus, Homer, and Thucydides—do not define
and structure the events they describe as a result of strategic thoughts and decisions. A
student of history can define certain historical events as strategic only through an under-
standing of the theory of strategy.

Strategy requires a very different mindset than other subjects, not only in the day-to-
day way of thinking culled from current events, but also from a meaningful analysis of
the history of military battles, economic trends, cultural achievements, and societal pros-
perity. Strategy requires its own vision, philosophical schools of thought, different sets of
rules, and analysis of particular elements in a precise order. Any strategist must begin with
an understanding of the predominant values of a region’s individuals, communities, and
societies in order to select the salient value for following the process of strategizing.

My analysis shows that the ruling dominant law of strategy is different from the ruling
laws of politics or economy. The major political law of any state is typically the constitution
or common law of the land. The major economical law can be the law of values, the law
of costs, or the law of supply and demand. In strategy, however, the major law is the law
of time, as I will analyze and prove later in this book. A time-sensitive analysis of strategy
is a criterion that must always be in place through the development and implementation
of all elements of any strategy. The law of time is not the only rule of strategy; development
and justification of the theory of strategy require discovering and developing other laws of
strategy, monitoring major trends that influence strategy, and changing a society’s priorities.
Analysis of strategic practice proves Napoleon’s point of view that the two most important
criteria of the strategic decision-making process are time and space. On the basis of this
postulate, we can conclude that strategy as a phenomenon has kinematical characteristics.
Strategy and kinematics have the same two initial notions: time and space. These two major
sciences also have nearly identical main goals: to predetermine the strategized object’s (or,
in kinematics, the studied object’s) vector and speed of movement.

A classification of strategy is largely done (as was already mentioned) by the strategized
object, e.g. a company, region, and state, or by sectorial areas of strategy, such as social,
economic, financial, military, and athletic, among others. Strategy determines its classifica-
tion, such as reactive or proactive and aggressive or defensive types of strategy. These terms
of classification are mostly worthless, as any aggressive strategy can be considered from
some point of view as defensive, or vice versa. Strategists misled by this way of thinking
usually pay much more attention to proactive and aggressive strategies than reactive and
defensive strategies because the latter require a much more difficult analysis of various
scenarios among the competitor’s goals, behavior, and movement. Defensive strategy also
steers part of strategists’ attention away from opportunities that almost always unexpectedly
appear or become recognizable, and in this way, strategists can fail to take the road to great
success at the right moment. From a theoretical and practical point of view, this often leads
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to rudimentary strategies. For example, prior to World War II, the Soviet Union did not
even have a concept of defense, much less a full strategy, according to the most distin-
guished Red Army commander during World War II, Marshal Georgy Zhukov. Stalin’s
strategic idea was simple and wrong: he aimed to win any military conflict on the enemy’s
territory with “small blood,” or minimal loss of life. As we know from history, this rudi-
mentary defense strategy did not work, and Hitler’s blitzkrieg operation rapidly swallowed
up Russia’s European territory up to the Volga River. This was only a temporary success
for Hitler, however, due to the absence of any reasonable strategy in the Third Reich as
well. The lack of a defense strategy cost the Soviets enormous losses, both in population
and infrastructure. After World War II, Marshal Zhukov wrote a special memorandum to
the joint chiefs of staft—the general headquarters of the Red Army—about the impor-
tance of having such a defensive strategy. Zhukov’s reasoning drew heavily from Field
Marshal Moltke, who wrote numerous works on this issue and dedicated particular atten-
tion to the defensive positioning of forces. Moltke focused on topographical difterences of
territories for the purpose of understanding both defensive and oftensive strategies. He
rightly noted that the conditions that make a defensive strategy work could easily become
blockades for an aggressive, offensive strategy. In Moltke’s words, “The same obstacle that
supports the defense makes an advance difficult. An unobstructed front is strong enough
for the defense and is the most advantageous for an immediate transition to the offense”’*!

Napoleon’s own understanding of the strategic rules found in defensive battles grew
from his studies of the outstanding strategic leader Frederick the Great, King of Prussia
(1712-1786). Yet his conclusions were strictly Napoleonic, as evidenced in his famous
statement that “the best means of defense is attack.”? Napoleon used this defensive stra-
tegy only three times in his career: at Leipzig in 1813, and at La Rothiére and Arcis the
following year. All of these were in the twilight of his leadership. Throughout his career,
as is clear from the above quotation, Napoleon looked for aggressive strategies, and his
victorious legacy is substantially linked to this strategic way of thinking. Strategists should
indeed follow Napoleon’s strategy and search out aggressive strategic scenarios instead of
relying on inferior defensive methods. In this way, strategists will become better at moni-
toring and seizing opportunities that appear unexpectedly and that will lead them, and
the objects they strategize, to tremendous success.

The strategies mentioned throughout this chapter cannot be represented in a pyramid
structure, but rather as substantial branches of strategies that continually influence each
other. Many of these branches purposefully attempt to interact and even cooperate. The
sheer number of entities in need of strategy generates an enormous demand for profes-
sional strategists in graduate schools around the world, especially in the domains of busi-
ness, governmental affairs, and public services. But this process has not yet fully matured,
and very few professional graduate schools have majors in Strategy (this subject will be

covered in Chapter 4).

Philosophical Category of Good Life and Its Transformation
to Quality of Life as the Essence of Strategy

Correlation between the Categories of Values and Quality of Life in
Developed and Emerging Market Countries

As discussed above, an overwhelming majority of strategic ideas are rooted in philosophi-
cal (especially ontological) concepts. Strategy is a continuation and application of
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particular philosophical ideas to specific fields of human activity. Ideas, rules, and even
categories of diverse philosophical schools have had different influences on the birth of
strategy as a theory, on its development, and on its practical applications. After years of
experience in strategy development and implementation, and after writing analytical
works on this subject, I have come to the conclusion that, among all philosophical
schools, metaphysics and its areas of ontology have had the most influence on the devel-
opment of strategy.

One initial category of ontology interrogated by Socrates and Plato, and then substan-
tially developed by Aristotle in his political philosophy, is the category of the good life.
Through years of history and its adoption—or rejection—by leaders, this ontological
category became the most influential to the theory of strategy and strategizing practice.
The role of this category varies in the difterent political, economic, and social conditions
of societies and depends on levels of their social and political maturity, as well as their
economic development. The more society has developed, the more important the value
and role of human life become in society; when human life becomes the center of soci-
etal morale and culture, it is then given more attention by society’s leaders. The more
importance placed on individuals in society, the more a practical role of the category of
good life arises. But practical use of this ontological category requires its transformation
to more measurable and manageable political and economic categories. And at this stage,
the category of good life has become a deep core of the theory and practice of strategy.

Any strategy can be successful, and enthusiastically accepted by society, when it prop-
erly reflects the values of individuals and society as a whole. When strategy is initially
formulated to focus on these values, enriching them as national interests to become the
essence of national strategic priorities, this is characteristic of a properly established
beginning of strategy development. The mission statement of any strategy, from an
ontological point of view, is to transform individual and societal values through gratifying
and enriching national interests to a formulated core of strategic priorities.

An individual’s quality of life, well-being, and level of satisfaction are determined
through values that are subjectively defined: how the individuals needs are met, for
example, by the quality of goods and services. In the theory of good life analyzed by
Plato’s Socrates in the record of his trial (399 BcE) found in the Apology, and then further
systematized by Aristotle in Nicomachean Ethics (350 BCE), happiness as a philosophical
category also factors in the development of a person’s well-being.** In modern times, the
good life first appeared on the economic agenda at the end of the twentieth century,
primarily in the status of individuals found in developed societies where the role and
value of human life were much higher than in undeveloped and developing countries. In
the twentieth century, psychologists like Sophia Lyubomirsky, Martin Seligmann, and the
famous humanistic thinker Abraham Maslow began to study happiness. Maslow’s work is
the closest to economic theory before the appearance of Professor Daniel Kahneman.
Kahneman offers a substantially profound analysis of happiness and well-being that
focuses on an evaluation of self-satisfaction, mood, and happiness.** He pays attention to
multidimensional measurements of happiness and well-being without fully accepting a
theory of individual self-satisfaction. Nonetheless, in his book Thinking Fast and Slow, he
dedicates two special chapters to the category of happiness: “Thinking About Life” and
“Experienced Well-Being.” Kahneman does not recommend directly applicable
and exact indicators, which can be helpful for practitioners forming a simple evaluation
and measurement of happiness. Rather, according to Kahneman, any economic category
needs to be measured, as Descartes proposed.
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According to the European Quality of Life Survey (EQLS), which was conducted in
2003, 2007-2008, and 2011, the characteristics of happiness among EU citizens of 27
countries were ranked in the following order of priority:

73 percent of people surveyed—health is the most important indicator of happiness;
44 percent—feeling of love;

37 percent—employment and satisfaction with work;

35 percent—peace;

32 percent—money;

27 percent—friendship and feeling of friendship;

24 percent—freedom.*

The remaining people surveyed placed characteristics of justice, education, pleasure, reli-
gious belief, tradition, order, and solidarity (in that order) towards the bottom of the list.
These priorities of happiness represent the values of individuals in developed countries
of western civilization, which include Europeans as well as Americans and Canadians.
Similar results were reached in other studies, such as the World Happiness Report.*

However, the populations of emerging market countries (a term that will be presented
later in this book along with related studies), even if they are already members of the
European Union, emphasize a different order in their priorities of characteristics of hap-
piness. This significant difterence is due to faster population growth in emerging market
countries as compared to in developed countries; thus, the age division on the priority
of characteristics by happiness is more visible. In non-EU nations, which are integrating
into the global community much more slowly, this gap between the younger and older
generations is even wider. It is particularly evident in Russia (according to several publi-
cations),*” where the population under 25 years old, all of whom grew up in the post-
communist period, report that the major characteristics of happiness are money, followed
by a tie for second place between freedom and human rights, with personal dignity
coming in next. For people over the age of 55, who grew up during difficult years of
tyranny and a communist dictatorship, the priorities in the definition of happiness are
noticeably different. Labor and employment rank first, followed by human rights and
satisfaction with one’s work coming in second, then work ethic (being industrious),
money, and freedom. Therefore satisfaction with quality of life is influenced by substan-
tially different characteristics of value between the individuals of developed and emerg-
ing market countries. A higher level of economic freedom in society encourages stronger
market competition and a wider range of quality and quantity in goods and services,
which in turn lead to a higher level of consumer satisfaction, since consumers feel they
can find goods and services that meet their expectations and reflect their values.
Inversely, the values of people in developed countries are much more difficult to satisfy
than people in emerging markets and lag behind developing countries because the
expectations of the former are much higher than the latter.

In emerging market and developing countries, and especially in countries with a strict
command system like North Korea, Cuba, Zimbabwe, and to some extent Belarus, the
requirements are substantially lower and are based on the availability of goods and ser-
vices due to shortages and/or to the low income of the majority of the population. This
lack of freedom of choice forces consumers to purchase lower quality goods and services
far below their requirements and expectations due to the fact that there are simply no
other available goods and services on the market. In countries with a command economy,
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competition on the market is almost non-existent. Consumers do not have any freedom
of choice and, because they buy goods and services of marked lower quality, the compa-
nies that produce these goods and services have no incentive to increase the quality of
what they produce. There are no alternatives within the market, and their products are
purchased regardless of quality. Command economies decrease the quality of products
and destroy workers” motivation to produce higher quality goods and services. This nega-
tive situation grows because the workers’ compensation almost never relates to the quality
of the goods and services they produce. With the decrease in motivation for employees
comes a decrease in the productivity of labor. This is why the productivity of labor in
countries with a command economy is always lower than countries with a free market—
oriented economy.

I agree with the Nobel Laureate in Economics Edmund Phelps when he comments,
“We do not have to infer from data on productivity growth the presence (or absence) of
dynamism—as physics inferred the existence of dark matter and dark energy”*® When
discussing labor quality and productivity, dynamism is a much wider and deeper category
than just statistical analysis. It is related more to the modern values of society, a separation
from traditional values that Professor Phelps correctly identifies in his 2013 book, where
he relates dynamism to desire, capacity, and the scope of innovative activity. In dictatorial
countries and command economies, the lack of motivation prevents a society’s dynamism
by curbing any creativity in employees, and especially in blue-collar workers.

In order to improve this situation in both developed and emerging market countries,
strategic management systems in any civilian or military sector should pay special atten-
tion to their methods of encouraging creativity in all those who implement and practice
strategy. Creativity is an essential factor in working strategy. No one strategy is perfect
when it is developed, as strategists cannot fully ascertain social and economic conditions
5, 10, or 30 years after its development. Creative people will help to ensure the future
success of a strategy. Here again I agree with Edmund Phelps’s proposition that innova-
tions are not just high-tech achievements. Even strategy that builds upon the most
cutting-edge technology cannot be successful if the people who are implementing it do
not demonstrate an innovative and creative working ethic. Corporatism during strategy
implementation brings together the values of the people who are strategically involved
and allows all basic economic factors (and in particular labor resources), financial capital,
infrastructure, and technology to be shaped and changed for the better. As another Nobel
Laureate in Economics, Friedrich Hayek, once wrote, “Society’s course will be changed
only by a change of ideas.*

With strategy development, it is important that new societal ideas are mirrored in the
changes of values on the corporate,” regional, and national levels. These levels must be
sensitive to these changes when developing strategy. Strategic monitoring then must
result in a correction of strategy development and implementation according to changed
social values and ideas.

The most negative situation in command economies appears in countries with an
artificially detailed centralized planning system, which is created to predetermine what
each enterprise in the country must produce and what the price will be for these goods
and services, despite the cost of production, quality of employees, capacities of techno-
logical equipment, infrastructure, and the real requirements of the market. The situation
is aggravated by employees’ lack of financial motivation. This system mostly motivates
people through punishment, not financial rewards. The population has much lower
standards for their quality of life and satisfaction, which lead to a lack of happiness.



