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Hockey sticks are everywhere. You might even say that “business
plan” is the technical term for a hockey stick. We have all seen the
graphs that show revenue and profit heading straight for the sky a
few years out: “All that’s needed is a bit of an investment for the first
year or two, a bit of tolerance for some losses, then you can start
booking huge numbers. It’s going to be a great business. If we can just
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Mapmakers, who had experience with Europe, drew that continent
reasonably accurately—here in the middle right of the chart (you
have to turn it upside down because back then south was at the top).
That’s Spain a fraction inside the black dot at the middle on the
right, followed by the southern tips of Italy and then Greece as your
eyes move left across the Mediterranean.
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The continents aren’t, of course, named North Columbus and South
Columbus. They’re called North and South America, named after an
Italian, Amerigo Vespucci, who played the smallest of roles in the
early voyages. He won the honor because, while Columbus and many
others never gave up the certainty of those old maps, Vespucci
speculated in two texts that the islands that Columbus found were
actually part of a new continent. A mapmaker accepted that
argument in 1507 and, mistakenly thinking that Vespucci had
discovered the continent, named it “America” in his honor. When
that map became popular, others adopted the name, and he was
immortalized. All because Vespucci was willing to challenge
assumptions.

Yuval Noah Harari argues in Sapiens: A Brief History of
Humankind, that the blank spaces on the new maps didn’t just
provide the right template for the Age of Exploration, they also
ushered in the Scientific Revolution.3 He believes that the doubts
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Size has its limitations, too. Larger firms (above-average invested
capital) make up 80 percent of all firms in the bottom quintile. If
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There are 12 tobacco companies in our research, and 9 are in the top
quintile. Yet there are 20 paper companies, and none is in the top
quintile. Well-known high performers such as software,
pharmaceuticals, and wireless telecommunications jostle for position
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The old wisdom in strategy is that you have to know the real answer
to the question: “Why do I make money?” Industry is a much bigger
reason than most people understand or want to accept, both on the
upside (when tailwinds help us sail along) and on the downside
(when the writing on the wall tells us tough times are coming, and we
don’t like the news).
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Exhibit 8 shows the performance of a major multinational. The
company planned for a breakout in 2011, only to achieve flat results.
Undeterred, the team drew another hockey stick for 2012, then 2013,
then 2014, then 2015, even as actual results stayed roughly flat, then
trailed off.

Hairy backs are common—in sales, profit, utilization performance,
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When NXP, the former semiconductor division of Philips, was spun
out to private equity in 2006, the top team aggressively re-allocated
investments, given the winner-takes-all nature of the industry. NXP
divested large and prestigious areas, such as chips for mobile and
digital that consumed huge resources, and made big bets on chips for
identification and automotive uses. The hockey stick growth of the
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Your odds of going from the middle quintiles of the curve to the top
quintile over a 10-year period are 8 percent.

8 percent!

Let that sink in for a moment. Fewer than 1-in-10 companies make
such a gain over a 10-year period. In the strategy room 10 years ago,
you can imagine how many companies actually planned for such a
performance improvement. Some might even have been convinced
that they could pull it off. Probably most had their plans approved.
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Next, look at the light gray diagonal reading 43–78–59, which tells
you the odds of ending in the same location where you started. Turns
out, the entire curve is rather sticky; it is hard to achieve any mobility
at all. 78 percent of firms in the flat middle stayed put, and pity
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What do those data mean for you? Well, if your hockey stick plan
does not commit to improvements in both growth and ROIC, you
might want to give it some more thought. Getting into the top
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This is intriguing, isn’t it? While the odds, on average, are just 8
percent, the odds for individual companies range from nearly 0
percent all the way to more than 80 percent.

If the chances of making it to the top turn out to be so different for
each of the companies on the Power Curve, then the question for
CEOs, managers, and investors, of course, is: Can those odds only be
calculated after the fact, or could they have been known
beforehand?
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To find out how true that remains, we have analyzed the
performance of more than 2,000 films with a budget of more
than $10 million, released in America and Canada since 1995, to
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As you can see, in 2004, the endowment scores were unimpressive
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By contrast, if you remember the other two companies we discussed,
Dai Nippon Printing and United Natural Foods (Unfi), both faced
industry and geographic headwinds and were not able to do enough
to overcome them (Exhibit 19). DNP began with a reasonable
endowment but only successfully made two of the five possible
moves, so our model predicted a 69 percent likelihood of it sliding to
the bottom quintile. And so it did. Unfi only cleared the threshold on
one attribute but improved productivity enough in an industry
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To be clear, PCC has been a great performer over that 10-year period,
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It’s safe to say that most of us don’t do so well in timing markets. We
see trends all the time and are comfortable talking about them—
what’s happening in the economy, new technology innovations,
what’s happening in our industry, new styles of apparel, what’s the
matter with kids today—you name it. But ask yourself: How often do
we underestimate the importance of trends, the context in which we
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If you find yourself with a favorable industry trend—which, as we’ve
said, is the single most important contributor to favorable odds—then
you should ride that trend as hard as you can. If, however, you find
yourself with an unfavorable industry trend, you might need to
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There were 60 companies in our research that pulled four or five
levers in the period 2000–4 to 2010–14. Within this group of 60
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Re-allocation is not just limited to capex across segments. Re-
allocation within segments is important, too, and so is re-allocation of
operating expenses. A diversified North American industrial
conglomerate looked at R&D and sales expenditure by product line
within its US market segments. It used an analytical process to find
products that it would classify as “Sustain”—those that are profitable
but not necessarily the most attractive, where the main goal is
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Two things stand out. First, cast your eyes north-south, and you see—
no matter what the inheritance—it always pays to add more big
moves. Second, look down the diagonal. What you will see is that
roughly speaking, really big moves can “cancel out” the impact of a
poor inheritance. In other words, strong moves with a poor
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To build your own strategy decision grid, identify the major axes of
choice—they have to be “hard to reverse” choices. Think of them as
the things the next management team will have to take as a given.
Then, for each choice dimension, describe three to five possible but
different choices. The overall strategic options will be the few
coherent bundles of these choices. Focus your debate—and your
analysis—on the few most difficult choices.
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