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crises and black-swan events,
including terrorist attacks,
murderous local conflicts,
fatal-disease outbreaks, and
unprecedented weather
events, such as hurricanes
and wildfires. And all that is
on top of “ordinary” business
disasters: data breaches,
trade wars, digital disrup-
tions, and so on. The future,
in our view, won’t be all that
different: It will most likely
present companies with a
series of unexpected chal-
lenges and opportunities,
and business as usual will no
longer be sufficient. An agile
business system can help
companies create the innova-
tions they will need to survive
in these uncertain times.
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3. Six Principles to Build Your
Company’s Strategic Agility

IN EARLY 2020, Airbnb was
headed for a banner year—
bookings were up, expansion
plans were in place, and an
IPO was set for the spring.
Then Covid-19 hit, and more
than $1 billion of bookings
disappeared, expansion
plans were postponed, and
one-quarter of the workforce
was cut. However, by the end
of the year, revenues had
recovered, and the com-

pany completed one of the
most successful tech IPOs in
history.

California Pizza Kitchen
(CPK) is well known for its
innovative offerings. It was
one of the first pizza chains
to offer gluten-free crusts,
“take and bake” home pizzas,
and Iron Chef-style inno-
vation competitions for its
cooks. During the Covid-19
crisis, it moved quickly to

offer curbside delivery and
upped its online capabilities.
Yet, despite its reputation
for innovation and forward
thinking, the company filed
for bankruptcy protection in
July 2020.

Why was one able to thrive
while the other floundered?

Ultimately Airbnb and
other companies that suc-
cessfully navigated the crisis
identified were able to deviate
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from their strategic plan
and adapt to the changing
environment. Our research
identified three distinct ways
they did this: First, they were
nimble enough to avoid the
worst impacts. Second, when
they were hit, they were
robust enough to absorb a
lot of the damage. And third,
they were resilient enough to
accelerate forward faster and
more effectively than their
peers. We call this combina-
tion of capabilities the Triple
A’s of strategic agility.
Assoon as it became clear
that Covid-19 travel restric-
tions would be inevitable,
Airbnb took steps to avoid
impact to its business. It im-
plemented strict disinfectant
protocols for its properties
and added a mandatory free
night between stays to allow
additional time for cleaning.
It also relaxed guest cancel-
lation policies and put mea-
sures in place to compensate
hosts for lost revenue. Of
course, the company couldn’t
entirely avoid the effects of
the pandemic, so it raised
capital to bolster its ability to
absorb the impact of reduced
bookings and cancellations.
Even before the business
was stabilized, the company
began to accelerate into areas
that were less affected, such
as in-country travel and stays
at rural locations. It also
started to promote longer

“quarantine” stays and added
details such as internet speed
to its listings.

CPK, by contrast, was
unable to shift its core dine-in
business to delivery fast
enough after stay-at-home
orders were issued and thus
was unable to avoid a direct
revenue hit. Furthermore,
years of mismanagement
had left the company with
a high debt load, inhibiting
its ability to raise additional
capital to cover its costs. With
its locations either closed or
operating at limited capacity,
cash started to dwindle. The
company entered bankruptcy
protection in June 2020. After
a few months of restructuring,
it emerged in November 2020
owned mostly by its debt
holders, who had swapped
their loans for equity. The
company is now trying to
make up for lost time by fo-
cusing on “Cali-health” menu
items like nonmeat proteins
(BBQ Don’t Call Me Chicken
Pizza), expanding its global
franchise footprint, and
investing in marketing
and digital channels.

The Six Principles
Behind a Triple A Rating
Strategic agility is the ability
to improve performance—
not just survive but thrive—
amid disruption. Our multi-
year research project, based
on studying qualitative

and quantitative data from
hundreds of organizations,
suggests that strategic agility
can be further broken down
into six principles. These
principles are not defini-
tions, rules, laws, tools, or
frameworks, but guidelines
to help organizations lever-
age disruption proactively to
their advantage.

AVOIDING SHOCKS

Speed and Flexibility
Sidestepping shocks is
linked to sensing risks in the
environment, being able to
position yourself to avoid
dangers, and moving quickly
to dodge impacts.

Prioritize speed

over perfection.
Opportunities come and

go quickly during a crisis,

so organizations need to

be ready and willing to act
quickly, even if they sacrifice
quality and predictability in
the process.

During the multiday
celebration of Chinese New
Year, movie theaters are
typically full of families.
However, in January 2020,
due to the spread of Covid-19,
most theaters were empty,
and many had closed their
doors. The Huanxi Media
Group (Huanxi) stood to lose
millions on its New Year-
themed movie Lost in Russia.

While most of its peers
decided to postpone their
releases, Huanxi approached
ByteDance, the Chinese com-
pany behind the blockbuster
app TikTok. ByteDance was
not an obvious distribution
partner, as its properties
mostly stream short-form,
user-generated content.
TikTok, for instance, caps
videos at 15 seconds—and
Lost in Russia clocked in at
over two hours.

Injust two days, Lost
in Russia racked up 600
million views on ByteDance
platforms. Not only did the
movie gain a huge following,
it also led to a flood of good-
will from Chinese citizens
who were frustrated about
not being able to leave their
homes during the outbreak.
By waiting, other studios
missed out on a major oppor-
tunity to build market share
and capitalize on a limited-
term opportunity.

Prioritize flexibility
over planning.
Strategy is often taught
in business schools as a
cascade of choices around
where to play and how to
win. These choices are
typically built into strategic
plans that are devised and
approved over a period of
several months and then
executed over three to five
years, before the cycle
repeats. However, in a crisis,
a strategic plan can easily
become an anchor that locks
an organization onto a path
that is no longer relevant.
Faced with a massive drop
in revenue during the pan-
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demic, Qantas abandoned its
five-year strategic plan and
dusted off an old idea from
the 1980s to offer “flights to
nowhere.” These excursions
included flybys of some of
Australia’s main tourist des-
tinations, such as the Great
Barrier Reef and Uluru. The
entire stock of seats sold out
in 10 minutes, making it the
fastest-selling promotion in
Qantas’s history.

Qantas was not only
quick off the mark, it was
flexible in how it operated.
The airline recognized the
public’s latent desire to
travel, even if they couldn’t
leave the country, and it
quickly adapted its services
to meet this need. It then
built upon its initial success,
next offering viewing flights
to Antarctica.

ABSORBING SHOCKS
Empowerment and
Diversification

When it’s impossible to avoid
a shock, like the Covid-19
pandemic, the next best
thing is to minimize the
damage. This step is often
misunderstood by managers.
Some of the hallmarks of
strong shock absorption—
scale, inefficiency, or
centralization—are seen as
impediments to effective
competition in volatile
environments. Yet, when set
up in the right way, these

elements can enhance the
ability of organizations to
withstand shocks without
inhibiting performance.

Prioritize diversification
and “efficient slack”

over optimization.

Many organizations
struggled—and some
failed—during the pandemic
not because they weren’t
nimble or innovative but
because they were felled by a
single devastating blow. The
root of this problem, in many
cases, was either a lack of
diversification or an over-
emphasis on efficiency and
optimization.

The principles of diversifi-
cation and slack have fallen
out of favor recently. The
share price of diversified or-
ganizations is often hit with
a “conglomerate discount,”
and markets and activist in-
vestors are quick to penalize
any sign of slack. Yet, these
are both powerful hedges
against the impact of shocks.
Pain in one area can be com-
pensated by gain elsewhere.
During the pandemic, when
sales in P&G’s personal care
brands dropped, the com-
pany was able to make up
the difference in increased
revenue of its cleaning and
disinfectant brands. By con-
trast, Gold’s Gym, Avianca
Airlines, and Brooks Brothers

suffered from a lack of di-
versification and ultimately
went bankrupt.

Swiggy, one of India’s larg-
est food-delivery start-ups,
built a platform that included
more than 160,000 restau-
rants in 500 cities. During
the Covid-19 lockdown,
restaurant activity, includ-
ing deliveries, fell by more
than 50%. Swiggy realized
that its overdependence on
fixed-location, traditional
sit-down restaurants as de-
livery partners was a severe
vulnerability. In response,
it started a program to add
street food vendors to its
platform, ultimately adding
more than 36,000 of these
vendors. Although servicing
these vendors was less profit-
able, they provided valuable
“slack” during the crisis
while also delivering a socie-
tal benefit. As a consequence,
the company rebounded to
about 90% of its pre-Covid-19
food-delivery volumes.

PRINCIPLE 4

Prioritize empowerment
over hierarchy.
Systems are most vulnerable
at their weakest points. A hi-
erarchy, for example, is most
vulnerable at the top.
Empowered teams, by
contrast, are inherently ro-
bust. Since they’re decentral-
ized, no single strike or crisis
can take them all out. The

key is to maintain open and
regular information flows so
that they are working from
the same page.

Zoetis, a leading global-
health company for ani-
mals, adopted this approach
during the pandemic,
which arrived just as they
were about to launch their
largest-ever new product,
amedication for dogs. A
number of challenges,
including supply-chain dis-
ruptions, marketing delays,
and reduced opening hours
at testing centers and labo-
ratories, threatened to scup-
per the launch. In response,
Zoetis’s CEO decided to
allow local leaders across 45
global markets the auton-
omy to conduct the launch
in the most appropriate
way. For example, social-
distancing regulations var-
ied massively by location,
as did requirements to wear
protective clothing. The
empowerment extended
to field-based employees,
managers, and teams who
were encouraged to “run it
like you own it.” To further
enable these employees,

a priority was placed on
data-driven decision-
making, and dashboards
containing up-to-the-
minute information on
the pandemic were made
available to everyone in
the organization.

HBR Special Issue
Spring 2022

109



mm It is important to build resources that are modular
and/or mobile so that they can be reconfigured or moved as needed.

ACCELERATING AWAY
FROM SHOCKS

Learning and Modularity
Bouncing back from shocks
is partially operational
(being able to redeploy and
reconfigure resources) and
partially cultural (fostering
a tolerance for failure and
implementing an environ-
ment that encourages risk
taking and rewards learn-
ing). The application of the
acceleration principles has
a major impact on perfor-
mance in highly uncertain
environments.

Prioritize learning

over blaming.

It has been well established
that organizational cultures
that reward risk taking and
tolerate failure move more
quickly that those that don’t.
If people are criticized for
failing, they are less likely to
take risks; in a crisis, this can
be fatal.

Evalueserve is a midsize
global IT services firm with
offices in India. When the
country declared a strict
lockdown with six hours’
notice, it had no choice but
to shift almost all of its 3,000
employees to work from
home. This move created an
increased risk to employee
well-being and morale, as
home environments were of-
ten stressful and not condu-

cive for working. In response,
the company instituted
several changes to promote a
“no blame” culture. It added
mental health and well-being
initiatives such as “no agenda
check-in calls” to maintain
motivation, as Chairperson
Timo Vittd and cofounder
Marc Vollenweider explained
tousin an interview. The
company also adjusted its in-
centives to reward employees
for learning and adaptability.
As aresult, Evalueserve faced
negligible attrition of both
employees and clients during
the lockdown period.

PRINCIPLE 6

Prioritize resource
modularity and mobility
over resource lock-in.
Because it is difficult to
predict how the future will
unfold in a crisis, it is hard to
effectively plan the alloca-
tion of resources. Thus, it is
important to build resources
that are modular and/or mo-
bile so that they can be recon-
figured or moved as needed.
An example of resource
modularity comes from the
Paranoid Fan app, which
allowed NFL fans to order
food to be delivered to their
seats in sports stadiums. But
with live events curtailed by
the pandemic, the app lost
its users. Seeing long queues
outside food banks in New
York City, founder Agustin

Gonzalez recognized an op-
portunity to reconfigure the
app’s mapping and delivery
technology. The company
launched a new app, named
Nepjun, that allowed food
banks to set menus and cre-
ate delivery protocols while
also allowing users to find
operational food banks in
their neighborhood.

Putting Strategic
Agility into Action
The year 2020 was an ex-
tremely disruptive year for
the media and entertainment
sector. Streaming companies
like Netflix and Amazon
Prime Video experienced
strong growth, whereas
organizations involved in live
events and cinematic releases
suffered massive drops in
revenue. The Walt Disney
Company was caught in the
middle. In early 2020, media
and broadcasting operations
accounted for about 33% of its
revenue, 17% was earned from
direct-to-consumer brands,
and the remaining 50% came
from movie studios, theme
parks, and product sales.
Gains in broadcasting rev-
enues failed to offset heavy
losses from the closure of
movie theaters, theme parks,
and retail stores. Disney’s
share price began 2020 at
$146, but by March 20, 2020,
it had dropped to $86 a share
as the global scale of the pan-

demic became apparent. The
company managed to avoid
the worst impacts of the pan-
demic for as long as it could
by keeping its theme parks
open in a limited capacity
and adding strong safety pro-
tocols for all facilities, staff,
and guests. It saved money by
laying off employees across
its portfolio of stores, parks,
and cruise ships and worked
with local governments
where possible to supplement
its income. A strong balance
sheet allowed it to absorb the
drop in revenue.

Meanwhile, the company
reallocated resources and
people to its Disney+ stream-
ing service, which had been
launched in November 2019.
The company worked hard to
accelerate enhancements
to the offering, adding new
content throughout the year.
For example, the live-action
cinematic release Mulan was
offered through the service
as a special paid feature.

By the end of the year, the
company had attracted
more than 90 million paying
subscribers to the Disney+
service, significantly outper-
forming competitors such as
HBO Max and Peacock, and
far exceeding a goal it had
hoped to meet by 2024.

When conditions im-
proved, Disney was quick to
take advantage. It reopened
its theme parks in Shanghai
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in May and Tokyo in July.
Most important, it continued
to heavily invest in Disney+,
building it into one of the
world’s largest video sub-
scription services just a year
after launch. It empowered
local managers to make de-
cisions as situations shifted
across the world, and it
moved people and resources
around to focus on growing
areas. Its story shows that
even large companies that
are in the firing line of shocks
like Covid-19 can respond
effectively as long as they
leverage the Triple A’s of
strategic agility.

While we will eventually
see the end of the Covid-19
crisis, there is no doubt that
organizations will continue
to face other challenging sit-
uations in the future. Under
these circumstances, incor-
porating avoidance, absorp-
tion, and acceleration can
be the difference between
survival and collapse.
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4. The Secret of Adaptable
Organizations Is Trust

IN THE LAST year, many
companies have been pushed
to the limits of their capa-
bilities and in many cases,

to the edge of insolvency.
With severe pressure on
operations, supply chains,
and demand, their processes

have collapsed, and any idea
of teamwork within their
ranks has been thrown to
the wind.

Or have they? My conver-
sations with business leaders
suggest that, in fact, the
opposite is true. Contrary to

all expectations, many CEOs
say that their organizations
actually appear to work best
in crisis mode. With the
company in a sink-or-swim
situation, the employees pull
together and develop the
ability to surf.
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