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Questions

+ How do great strategists think about the future?
+ How do they decide what to do in the present?

« We studied three CEO-entrepreneurs we know well
* Who shaped high-tech strategy & entrepreneurship
— Bill Gates (Microsoft CEO 1975-2000, Chairman to 2014)

— Andy Grove (intel CEO 1987-1998, Chairman to 2004)
— Steve Jobs (Apple CEO 1976-1984, 1997-2011)

— Each firm at peak also the most valuable in the world!
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On the Book

+ Audience: Mainly Practitioners
— Entrepreneurs, technology CEQs, senior managers
— Students and others interested in strategy & execution

* Methodology: Qualitative
— 100+ interviews over 25 years, including Gates & Grove; some
personal meetings with Steve Jobs
— 9 years of observing & working with Andy Grove
— 11 years of internal strategy documents-Intel; DOJ-Microsoft

— Several books (Microsoft Secrets, Competing on Internet Time,
Platform Leadership, Judo Strategy, the Business of Software,
Staying Power) & articles (“The Legacy of Bill Gates,” “The Legacy
of Steve Jobs™

— 40 Harvard cases on Apple, Microsoft, and Intel
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Context of the Study

Three Very Different People, Great Influence on Each
Other, Never (as a Trio) Compared Before

1 Gates - privileged, geek, drop-out
| Grove - Holocaust survivor, Ph.D.
Jobs - orphan, flower child, drop-out
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Five Strategy Rules

Gates, Grove, Jobs — different personalities but a common approach
Useful principles for all strategists & entrepreneurs!

1. Look Forward, Reason Back
Extrapolate, interpret, then tie vision to concrete actions

2. Make Big bets, Without Betting the Company

Be bold and ambitious to change the game, but not reckless

3. Build Platforms & Ecosystems, Not Just Products
No firm is an ‘island,’ especially in technology markets

4. Exploit Leverage & Power
Master the tactics of both strategic “judo” and “sumo”

5. Shape the Company Around Your Personal Anchor
Personal to organizational focus & for weak
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Strategy Rule 3: . . . -
Build Platforms & Ecosystems’ ZIFLIHVEVHZETT, BMLTHIIRVETA, HAHHEIN
Not Just Products DT FTINTA—LWH>T, FNDTHXEADI—HF—Iffib

* Think platforms, not just products
— Different Industry dynamics, different strategic choices

« Think ecosystems, not just platforms
— Try to grow the whole pie; “open but not open” technology

« Create some of your own “complements”
— Need to solve the “chicken-or-egg” problem

* Evolve & invent new platforms - or stagnate!
— Extend capabilities & features, then reinvent as you go
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“Platform” General Definition

« A foundation or mechanism (physical or virtual)
that brings different groups or organizations
together for a common purpose or to share a
common resource.

« The foundation also enables transactions and
interactions, and innovations, that would not
otherwise occur (or not occur so easily).
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Levels & Types of Platforms

« Company Level
— Product Platforms: Common building blocks and
architecture that enable different groups within a firm to
more easily create new products or services

« Ecosystem Level

1.Innovation Platforms: Common building blocks and
architecture that enable different groups within &
outside a firm to create new products & services.

2.Transaction Platforms: Common building blocks and
architecture to more easily interact or conduct
transactions within a market.
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Network Effects
& Metcalfe’s Law

Metcalfe's Law: n(n = 1)/2
Types of network effects

-Direct (e.g., user to user)

sIndirect (e.g., user to ads, apps, etc.)
Users Technology
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“Platform” Over “Product” Strategy
When did “the light” go on 7

« Bill Gates: 1980 MS-DOS contract with IBM

— Gates gave DOS to IBM for no-royalty but kept rights to license to
other firms & create “PC clone” market

+ Andy Grove: 1990 CISC vs. RISC decision

~ Grove decided to stay with older x86 microprocessor design & evolve
incrementally to preserve compatibility

« Steve Jobs: 2003 iPod/iTunes to Windows

— Jobs agreed to make Apple products & services available to all PC
users

12
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ROERIZ. [T—Rwo, DSDEVAEINIZOD. |
T9o BN TFAYRT T4 - FU—T, AT4—7 T3
T A&, —ReotRMoTay 7 MIE YA AT AR
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2. SADHFTELFTLZ. 19804 DMS-DOSIZDW
TIBM#LEDOZK 3HVFEL /20 ZOE2HMS-DOSD
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BEVHZEIEIZA TV T VLI T, £0ftby, 1
AX) 74— ML CIBMICIMS-DOSZEfEHZ ez HLELEL
720 LLGHS, HLETHMOBIEITK L TRrilEEFE
i3 AHERNZ. MicrosoftA™ AR L7zbI1FTT . 2AHDS
TV - ra—7TlLIz, 1990FE D RFETT, 10T
VT, 34770ty RIcE > TR AR KA
WM THAHI DL Vo7 L BN TORS. BT 512
CISCHRISCOF\hdo7=blf T CISCEVI)IDIE
Complex Instruction Set Computer®m&<, HEkE D
x86% A 7u 70ty HTA T INRIBMOPCIZfEbIL TV
FL72 —F. RISCEW)Did, Reduced Instruction
Set Computer®iT, ZHELDIFIHININZNTH B 72
bOTT, SOMWERHEFTDIZLALDYA 70T Oty T
RISCHMiaffioCTWET, 7272, 19904F B REDIR %%
Z5E. x86DFMMEEZDEVIZEIZ, AT VilicEs
TOBRELRTLIMNCHEY T TEDBRVEE 2 THEL,
ZL OB Z R, MBS AYIAAZRR T VIRREESTLED,
EVHZEIZRSTLENE T, 22Ty x86DS %25 F v/ T
%y SOFITOFAENT TN T+ —LELTHOY 71z
ELOBBRIHELE SN TVAE, EWHMIIEIZZA LD TT,

ATA—T + VT ADPRD N T2DIE—F T 20034
DEXTLTz, ZOWH, AppleldiPod. iTunes? [ A H4i
ZAppleL—H—DHLLT, ZOWNREETOPCL—
P—IZETHKL, FHILRZIT)I L2 ROFLIz BRI
WindowstEA 45 (98]25Windows) TL7z. £HHD1
DRI 5LV ZET, ThUET a7 XL o TORER
Wi 725720 TF, #NFETIdiPod*iTunesidMacintosh
A= RN olzb ) ZEESTbIT T h
5. Bi5EZEbo7zbD T,

Revenues | Operating | Market Value

($billion) | Profits (%) |  ($billion)
2015 $234 30 $710
2014 183 29 460
2013 17 34 480
2012 157 35 43
2011 108 K 425
2010 o5 &3 312' ipad (iPod Touch stretched, with
2009 37 21 180 .ome new apps)
2008 32 19 118
2007 24 18 74 iPhone (iPod Touch + cell)
2006 19 13 46
2005 14 12 29
2004 8 4 8
2003 6 (loss) 4 iPod & iTunes for Windows
2002 6 - 5 .
B 5 (loss) g (Pod & iTunes

ZHLDT=IN0L5 55 Appleb WIS A D
DOEWE T 3ETIE. BH0FEBEITLLARTTL .

Revenues | Operating | Market Value

) ($billion) | Profits (%) {$hillion)
2015 $234 30 $710 $94 19 $365
2014 183 29 460 87 32 340
2013 171 34 480 78 34 300
2012 157 35 413 74 30 235
2011 108 3 425 70 39 247
2010 65 28 312 62 38 245
2009 37 21 180 58 35 247
2008 32 19 118 60 a7 150
2007 24 18 74 51 36 288
2006 19 g 46 44 37 251
2005 14 12 29 40 37 234
2004 8 4 8 37 25 256
2003 6 (loss) 4 32 30 252
2002 & - b 28 29 216
2001 5 (loss) 8 25 46 258

ZIUTH A TMicrosoftid, TR 25 [ # PRI A 72
%3YEa—%, PCL—H =W RELTHEFERIL TN
720, THATEOZ EAAppletl &2 H 25073/, THL
nFd,

Apple:
Pre-2003 = Product-First Thinking
Post 2003 = Product + Platform + Services!

S e

miﬁimmﬁ:l

Fedeemn e et s

*Reinvented platform & capabilities: Linked PCs to
consumer electronics, smart phones, digital media & software

*Changed strategy & business model: Product portfolio
(Mac, iPod, iTunes) to platform & complements (iOS — iPod,
iPhone, iPad — with App Store, iTunes, then iCloud, etc.)

15
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Strateqy Rule 1:

Look Forward, Reason Back

* Develop a vision of the future;
— Look back to set boundaries & priorities

« Anticipate customer needs;
— Build needed capabilities (knowledge, skills)

« Anticipate competitor moves;
— Create barriers to entry and customer lock-in

+ Anticipate industry inflection points;
— Commit to change, with periodic “course corrections”

7272, FNEELR T VEETEINER A, LT
EDINTFRIZHIFTOE Y a v 2/ Do nT,
SOFE[TE—HDOTOL AN RRATEET, FFTIETF
DT = ELIEHET L, RIZEOT—VDEKRT S
EZAHIIMMMDIRRT B, ENDOEARBREEEZTY
FHERL, LWHZETY, Zo—HoTOLAEEIZE
Ty 3HLHIEFICHAMMP AV ar2EEML, Thk
WHLCT73ar 7o 0B MANNTTHELZ, 40TV,
Microsoft. AppledMlEPt@NTEHEZ AL, 51
FEICHAEEZHEQTVIH B BHNEL 1z, 72{EADT TV
ZYTERITG, BEL. BARNART 2 a RO T
WEL7z,

ZZCIHFHOBEHNIREDE T, [Look forward, Reason
back] &)L T, OARKOE Y ar & fE LI HHHL.,
L g REPZEXHN T 720MEL T EZ LRV O O%
FMRRLA T, @QFF =— A% LA, ZD7-DIZ5 Mk
PAHTRERINIOWTHET5ZL, @Attt
EFUL, ZD0DOZ AREBEDORE L Z DOV ARK,
ZLTOERDVDLWLEALHmEVIBOETF L, LEIC
JISCTEALEBESIE, EWHDbDEFERL TV EWHT
T9,

SNCHEET HZETTA, FEWICTVRATIF o2k
ZHARZ. ZOIHEERRIH ST, #ESIEEZEZ TN
T,

Maybe Counter-intuitive ...?

« Most of us want to learn from history, so we “look
back, and then reason forward.”

« Gates, Grove, and Jobs did some of this
= Gates — IBM's history with the mainframe & clones
= Grove — Fairchild's chaotic history & early Intel goals
= Jobs - Hewlett-Packard et al. & Silicon Valley culture

« But mostly, they “looked forward, and reasoned
back” — very carefully.
+ We believe that all great strategists & entrepreneurs need
to do this themselves or with a trusted team.
18

How Look Forward?

« Create a vision of the future, such as by

— Extrapolation (from what you & others know today)
— Interpretation (what does the data really mean?)

— Point of view (what the future will/should look like for
your firm & market, looking out 1-3, maybe 5-10 years)

» Vision statement = simple, clear, actionable

« Then reason back:
— What are the specific action items to take TODAY?
— 6 months from now? Next 6 months? Etc.

72220 Z JTFEEKIIZIZ G AN OS5 nhl BnE g,
EINITERNEFTVETE, BAIEAICLTELEALFY
7eHBbIITHIET . MEIITHITHo/z ZhoiFRIE
CH%By EVIIBEDONYT UL RE T RTHOTT,
FAY, Fa—7, Ta7 ABFLIEERSTN D TY, 7
A IBMOZEITHEEL TV DT, FIZIEAL T —2-
IV 2—=FEMO LMD -2 LTEY, PCTHRL)
BIEPRELILETFHLTCWEL, Tu—T1d, P)ary
NL—=IZH BT LT F X ANREVBI T A BB B -E R A
EOIRHERLZAHMT, PEAREEOMERZ L TWDT
Fo FFHIZIEF IR EM B OS2 572000, Bl
HNRME LMo 720, PEAB G AL EL TR
FET AEVITENTEFHATLIZ, AV TIUTZEZERHINC
WL 7zbIF T AT4—7 - Va7 RFI)ar\L—(
HH, HPETULHEL QW z7zd, Y)ay s L—oxfks
WIHIBDEHIS>TV 2D T
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ZIEFoTH, oI FFhEERMLT, 2hprnil
EIRRFT L5, IR IBE-T. Gz T RENEE 272
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i RnEBEnEd,

Personal to Organizational Anchor
... from Vision to Action

Bill Gates - a deep understanding of software, insight in 1975 to
| write once, sell a million times (“Software as Product /Platform”)
-
; Andy Grove - pursuit of “discipline”, insight from 1968 how to
; make Moore's Law into a reality (“Fab & Marketing”)

a Steve Jobs - an unmatched sense of design, insight in 1976 to

bring new technology to average people (“User Experience”)

19
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(o TNBEVHZETT,
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FHAL LV ZEDHF T,
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b5 B CotL 52> T0a0T, TEOFHIZBR
LCEDIITHIET ., TThD, 727 F YA VFTHOR
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Moore’s Law Drove the Vision of Gates,
Grove & Jobs - But Differently

Moore’s Law - 2005

D3I ATWIZRKREVIDIE, ZDOL—TDLH]
W DHIS7bD DT, BHCBEEROPE VT
IhEd, CORREI965 IR EFELE T, M, 7T F v
ANRTOY A=V r—12ofcd =N, PEAROFRRIFE
Vel HEVHIZEIZELT, RFOFMEEIN2OTT,
Pix, BLAODENT, IV N— DNV IATIE
VR B2E 0 I CREB LB L s ) 2 ez
RO, CoF—s& LT L7z, 19754 DI RIT,
A2y DEF R TR BRI E T 5 THAHE
WHZEERTFRLAOTY . 019754 LI, B - 74
RATA—=T + VAT ANRBE)ERFEZST2OTTH, M
WZA—=T7OFEANE P TIE %L, FFELL TGO T
WEL7,
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Bill Gates’ Vision (1975)

"a computer on every desk and in every home,” running
Microsoft software. (Company filing, 1975)
Note: Microsoft co-founder Paul Allen wanted to sell hardware

& software, which most computer companies did at the time
(IBM, DEC, and also Apple, founded in 1976)

Gates: “| thought we should do only software. When you have the
microprocessor doubling in power every two years, in a sense you
can think of computer power as almost free. So you ask, why be in
the business of making something that's almost free? What is the
scarce resource? What is it that limits being able to get value of out
that infinite computing power? Software.”

1994 magazine interview,
quoted in Microsoft Secrets

LLIZhbA—HaEnE T, HSEHIFROE Ty
RO TR T RED, MHLTEZLEV)TEIHLT,
TFAYDOZOFHNI R NFIEIC L L0E B nE T,

19754 4B 21E, BLA—T DEAIAA LB LSIE, F
FIFE T TRV 2= DB SNTAFEL D, EHTHL
IV 2—=F IV TR RTIULE D2\ WD T, I T —
LERNHDBY T 2T R T BT OLAH 572D T
F o Microsoft DIL[FAIFEER—IL - TLAL, Tr¥a—%
LTI LT DM ST RVEAIE B STV 2bIF T, 19754F
IR SN2 E e VIDIE. RIEN—FEY 7 O %
fEo Tz, THEI - A 0E, V7MW icz
bolze [wA47aVTh - v—=2Lyb] WSRO FEFEILHE
FEPIATTA VI 2—%G HLE T, Fxld, VIb=T
PHCHETRETH D, DLA=TOFEANCH, <171
Tty OHEREA, ZOBETLIER TN
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3EThe ZOMMRZRLEHB ROl fEZT 1S3 DY
TNILTThHb, EVWHITEZREST2DTY,

Steve Jobs’ Vision (1976, 2001)

1976: A computer as easy to use as a typewriter or a toaster, right
out of the box! Apple Il (1978) then the Macintosh (1984)

- |

2001: “We think [the PC] is evolving... The future of computing lay in
finding a way to allow users to create, share, and add value to the
explosion of digital devices... The Mac can become the ‘digital hub’
of our emerging digital lifestyle.”

B —

o
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Fo TIYMTA—REL TR T HITIEE R E 72 b
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Mo, ATA—T + VaTRIEHIICDOER T & D, £D
BIEFVIVOMFICERL, ZdOMacintosh?®, ZLTH
FRATKRDETIII - NTN bl oT2% 2 FIZORIFT
WolzdDTY,

Grove’s Vision (late 1980s)

Moore’s Law would break the vertical computer industry.
Intel would try to dominate the microprocessor layer.

The Transformation ol lhe Computer Industry
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1991 Grove Board Presentation

T LKA NZALELTEIRLIZDTY o Ev - 7471,
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Les Vadasz (Intel SVP) on Andy Grove:

“There are many managers who make that five-year plan
and then around year three they start to think about the next
five-year plan. Not Andy.” Grove ...understood a basic
truth: “You can only look so far, and so you better just
keep looking frequently. That's the most important
element of strategy: You understand the direction
you're going, but you also know what you're going to
do in the next six months. Most companies will do a pretty
good job many times about the direction, but then they
never break it down to shorter metrics. Intel did a super job
on that.”

Give Power to People with
“The Knowledge”

« Grove's decision to exit memory chips and focus
on microprocessors & then platform leadership

Compare:
« Job's decision to expand beyond the PC, open
iPod/iTunes to Windows & add iPhone App Store

« Gates’ decision to “embrace & extend” the Internet
with Windows

ZZT 7T - Za—TI L Thia BRELLIZWE
ENBVFET o TR TIRSAEFTHOEHSS VIS, K
WSHAEET I 2D THYE T IThED, 7o 71 - /a—
TUEEDAEE R LS, F-HI674 H [ 5t o 5 ZEPE D 55
Do TCWEL A YT R E 2 00 3 2 5 0] 5 i
OB ELIEF I E o7z SHEBFMUEIENF2E T,

ToTA - 7u—=7 DX )75 HLET A5, [HARODH S
BBz 2k LvWHZETHNET, BHALE TN
CO3INIE BRABRPEZIANTI o TR0 TR, #
WHESE BRBIRE LABRL TV A EED A7-bEbikimL.
T4—=FN\v 7 & ESTHEL, Thbh, Fa—71 353
RIS BE ST/ r7a 7Oyt a2 B\ ank
VIHFERHE, AT4—7 - Va7 XZiTunes®Windows
DER Rl o WA N ¥y =g i VAR ELY (At o)
TTHNET, bedbrid. Apple Storez>AIEIZHLT
HEVFEDR TR D7D TTH, BHWHEERNTITA

On Moore’s “Law”

« Not really a “law.” Actually, an investment
strategy & series of bets by Intel to double price-
performance of its chips every 18-24 months

— Intel then pulled along with it the entire PC platform &
ecosystem — software & hardware makers

« From 1965-2015, price-performance of computing
devices increased about 2,000,000,000 times.

— Enormous implications for new platforms, apps &
services utilizing higher levels of (1) processing power,
(2) data storage, and (3) bandwidth

27
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Think About How to Think
About the Future

* What is occurring now in technology & business that
might transform JR East and Japan — what Andy
Grove called “inflection points” (“10x” changes)?

— Current “facts” for extrapolation & interpretation?

— The next “Moore's Law,” for different technologies?
* How far can you see, with some confidence?

— What “resources” might become “almost free"?

— What “resources” might become "more scarce™?
* Disruptions AND opportunities, with the right bets?

AP L— RN EE 2T, FAAS JRIEHAR
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DIELWIFZ LTI ROV D TT

Consumer Mega-Trends

« Personal Mobility
— On many devices (smartphones, tablets, SMS, content, apps)
- In many more places (trains, buses, airplanes, cars; rural, global)
- Faster (processing, bandwidth)
— Smarter (location, context, personal)
— Broader (added functionality through 1,000,000+ apps)
— Cheaper? Or more expensive with more services?

« Richer, Interactive Online Experiences
~ Social networking (general, specialized, open, closed, “deal of the day”)
— Sharing Economy (Airbnb, Uber, Parking Panda)
— Crowdsourcing
- Voice & Gestures as new interfaces
- Multiplayer & social gaming
- “Gamification” of apps & services
30
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Consumer Mega-Trends cont’d

« Asset-Light Generation
— On-demand music (Spotify vs CDs) and Video (Netflix vs DVDs)
— On-demand books (Amazon Rental vs College Bookstore)
— On-demand everyday services (TaskRabbit)
— On-demand housing (Airbnb vs Hotels)
— On-demand offices (Physical vs Virtual)
— On-demand transportation (Zipcar vs car owners or public transportation)
— On-demand jobs (freelancers vs full-time)

« Emerging
~ Autonomous vehicles (trains already ... future — cars, trucks, planes)
— MZ2M (sensors in everything — Internet of Things/Industrial Internet)
— Fitness technology (Fitbit, smart watches)
— 3D printing — mass customization, reduction in transport costs
- Alternative peer-to-peer payment systems (Bitcoin et al.)
~ Wearable computers (healthcare, AR - Augmented Reality)
— Holograms (entertainment, games, new Ulluser experience) 3
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Enterprise Mega-Trends

« SaaS/Cloud/Infrastructure

— Increasing adoption of Cloud, esp. public & private (hybrid)

— Standard apps (e.g., CRM, productivity, analytics) via SaaS

— Complex apps via Managed Services (replace old ERP)

= More cloud migrations, private clouds replacing office desktops
+ Mobility

— BYOD and “Dual Persona” (devices)

— Enterprise App Stores (not just Consumer App Stores)

- Increasing use of HTMLS vs native app development

= Mobility becoming key to every business process

« Enterprise 2.0 & Big Data
— Social networking & social media in enterprise apps
- “Inbound marketing” (pull in customers via social media)
— Predictive analytics (business & technical)
- Artificial intelligence 32
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Enterprise Mega-Trends cont’d

« Security
— Challenge with identify in the cloud, mobile apps
- Increasing attacks on corporations & governments

« Gamification
— Changing employee behavior
— Improving skills development & problem solving

« Healthcare IT
~ Sharing of private, secure data (7)
— Focus on cost-efficiency but still too manual
« Emerging
— M2M (sensors in everything — Internet of Things, Industrial Internet)
— Digital video (more & easier tele-presence, online training)
- Cloud-based app development environments
— Sharing Economy for enterprise (hotels, cars, loans, currency, etc.)
— Human augmentation (Virtual Reality, robot aids) 33
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One Example?

+ Smartphones/tablets = new communications &
telepresence platforms
— Personal & business communication - Digital information/books
— Personal entertainment/media - Payments peer-to-peer
— Virtual travel (“Tele-presence robots” hitp:/fwww.doublerobotics.com/)
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Special feature article
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Conclusion

- “Seeing” versus “Creating” the Future
— Gates, Grove, and Jobs did not “foresee” the future

— They helped to create the future through the companies
they established, their strategic actions & bets they made

+ “New Ways of Thinking” about Business:
- Software Products & Platforms = MICROSOFT
— Platform & Ecosystem Leadership = INTEL
- Digital Products, Platforms & Services Portfolio = APPLE

JR-E & the 5 Strategy Rules?

1. Vision — What current facts or trends will shape
individual mobility & public transportation in the future?

2. Big Bets — What should the company do now? Risk
how much resources (time, people, money, alliances)?

3. Platforms — What will be the broader foundations of
the business in 5 or 10 years? Open or closed systems?

4. Leverage — How will JRE gain & keep an advantage
over competitors or deal with great changes in future?

5. Anchor — What provides the core foundation and
direction for vision, strategy & capabilities?
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Special feature article

Andy Grove on the Future

“There is at least one point in the history of
any company when you have to change
dramatically to rise to the next level of
performance. Miss that moment and you
start to decline.”
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