
Uncommon Sense: 
How to Turn Distinctive 
Beliefs Into Action 
It's widely recognized that a company's leadership, culture and core 
competencies can be important to its success. But another, often 
overlooked, critical source of differentiation is the company's beliefs. 
BY JULES GODDARD, JULIAN BIRKINSHAW AND TONY ECCLES 

O N E H A L L M A R K OF a successful company is that it stands out from the crowd. Perhaps its ap-
proach to customer service is groundbreaking, the opportunities it offers its employees more exciting or 
its products just cooler than the competitors'. In a world of fierce competition and rapid imitation, com-
panies that dare to be different capture our attention and our admiration. Some are globally recognized, 
such as Apple, Google, Tata, Virgin and Zara; others are less well known, or are niche or local players. 

What enables some companies to be consistently and resolutely different? Business writers have 
pointed to such attributes as visionary leadership, a unique corporate culture and a distinctive set of 
core competencies. Although there is little doubt that such elements can sometimes play a key role, 
we argue that, in the end, a company's beliefs — or what we refer to as its "uncommon sense" — are 
often the most critical source of differentiation. 
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We are by no means the first ones to highlight the 
role of belief systems as a major differentiator. Peter 
Drucker's "theory of the business" focuses on the un-
derlying beliefs held by the organization's leaders 
about what the business does. Yet while many recog-
nize that beliefs form the platform for actions and 
capabilities, it's less clear how managers can apply this 
insight. Research in this area has tended to focus, for 

example, on how competing businesses converge on 
the same set of beliefs or "industry recipes" over time, 
or how a company's "dominant logic" locks it into a 
narrow way of thinking about its business opportu-
nities.1 Our approach, by contrast, is to show how 
managers can generate a distinctive belief system — 
their uncommon sense— and translate it into action. 

The Origins of Distinctiveness 
Good strategies start f rom a distinctive point of 
view: for example, an insight into evolving customer 
needs or about how the world is changing. However, 
few companies manage to develop original strategies 
by formulating hypotheses and then testing them 
out in a competitive setting. Instead, many deploy 
frameworks and models from the strategist's tool-
box — industry analysis, market segmentation, 
b e n c h m a r k i n g and ou t sou rc ing . By j u m p i n g 

straight to generic game plans (such as cost leader-
ship, total quality or product innovation), companies 
short-circuit the real work of strategy and miss out 
on finding new insights into the preferences or be-
haviors of current or potential customers. 

In its purest form, a distinctive belief system 
manifests itself in a "blue ocean" strategy—a market 
position in which the business has no obvious com-
petitors.2 If the bottom of the food chain in strategy 
is compet ing for share of a commodi ty market 
(where price is the only real differentiator), then the 
top of the food chain is inventing a market where the 
uniqueness of one's offering is protected by seem-
ingly insurmountable barriers to competition. 

Sam Walton famously credited Wal-Mart's success 
to a single heretical assumption: that there was an un-
recognized opportunity in placing "good-size discount 
stores into little one-horse towns that everybody else 
was ignoring."3 Other examples of blue-ocean think-
ing can be found in the strategic innovations of Cirque 
de Soleil, which blended the artistry of a live circus with 
the refinement of a Broadway production, and South-
west Airlines, which developed a fresh new model for 
low-cost, no-frills air travel. 

However, blue-ocean opportunities are rare. We 
have conducted research on corporate distinctive-
ness for five years, and in most cases distinctiveness 
manifests itself in smaller ways. (See "About the Re-
search.") For example, HCL Technologies, an IT 
services company, based in Noida, India, has found 
that by putting "employees first, customers second" 
it can generate greater value in its customer relation-
ships than its competitors.4 Arup, a leading global 
engineering consultancy, is dedicated to the princi-
ple that work should be "interesting and rewarding" 
to employees rather than purely for financial gain.5 

Such beliefs may not result in the creation of entirely 
new lines of business, but they have a pervasive influ-
ence on the way employees behave. 

Pursuing competitive advantage is a process of 
corporate "individuation."6 It goes beyond the more 
conventional notions of market positioning and 
product differentiation because it works at the level 
of beliefs rather than justactions or capabilities. As a 
result, it is woven into the fabric of the organization 
and its vision of itself. In psychological literature, in-
dividuation is a process of self-actualization. In 
business, it implies that success flows to organiza-A ut
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tions that authent ical ly opera te idiosyncrat ic , 
self-discovered and coherent belief systems. 

Our perspective is built on two core premises: 1) 
that companies need a unique set of beliefs to stand 
out f rom the crowd, and 2) that some beliefs ring 
truer with customers and employees than others. 
Beliefs can take many forms, but the three most im-
portant ones are: 
• those that predict how the market will respond to 

the company's strategic choices, such as a new 
technology or service offering; 

• those that predict how employees will respond to 
organizational and managerial choices, such as a 
more flexible or empowered working environ-
ment; and 

• those that predict how the future will be different, 
for example in te rms of emerging consumer 
needs, new technological possibilities or shifts in 
the geopolitical system. 

Within a given industry, all companies (even the 
most idiosyncratic ones) share many of the same 
beliefs and assumptions. They serve many of the 
same customers, read the same media and interact 
with the same consultants. However, it is the dis-
tinctive beliefs — not the shared ones — that 
account for success or failure. 

Not all of a company's beliefs are actually true. Al-
though a unique belief system is necessary to having 
a winning strategy, it is not sufficient. To be wealth-
creating, the t ru th content of a company's belief 
system must be greater than that of its competitors. 
Winning strategies, in other words, are grounded in 
theories that ring truer with customers and prospec-
tive customers than those of rivals. In our words, 
winning strategies exhibit uncommon sense: sense 
because they are true, and uncommon because they 
are proprietary to the winning company. The winner 
knows something that competitors do not know. 
Using the same logic, common sense is the set of true 
beliefs that are shared by competitors; common non-
sense is the set of false beliefs shared by competitors; 
and uncommon nonsense is the set of distinctive be-
liefs held by one company that are actually not true 
(See "Types of Beliefs in an Industry.") 

The theories that inform one's actions are inevita-
bly a blend of truths and falsehoods. No one is in 
possession of the whole truth. What's more, proposi-
tions that may once have been true almost always 

become less true or even false over time. Market tastes 
and preferences change. Technology makes new 
things possible. Values and features customers once 
found attractive lose their luster. Companies steal 
ideas from successful competitors. Pioneering prac-
tices become best practices, which in turn become 
accepted standards. The playing field is forever being 
leveled. Thus, there is an ongoing need for thoughtful -
ness, reflection, experimentation and discovery. 

Separating Truths From Falsehoods 
Managing a business is a journey of discovery, 
uncovering falsehoods and formulating new hy-
potheses. Learning to meet the evolving needs of 
customers is as much a process of purposeful forget-
ting as it is intentional discovery. Managers need to 
eliminate falsehoods with the same discipline and 
zeal that they bring to the search for new truths. This 
effort requires creativity and courage, qualities that 
are difficult to nurture in corporate environments. 

Consider the case of Ikea, the Swedish furniture 
retailer that continues to be highly distinctive al-
most five decades after its founding in 1963. Built 
on Ingvar Kamprad's belief that he could "create a 
better everyday life for the many people" by provid-
ing a f f o r d a b l e , g o o d - q u a l i t y f u r n i t u r e , t he 
company grew internationally in the late 1960s and 
early 1970s by replicating what worked in Sweden.7 

However, Kamprad and his colleagues didn't fully 
understand which parts of their offering people ac-
tual ly cared abou t : Was i t the expansive and 
cus tomer - f r i end ly showrooms? Was it the low 
prices and the products requiring relatively easy as-
sembly? Was it the quirky Swedish product names 
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and blue-and-yellow branding? Ikea's repeated suc-
cess in new marke t s i t en te red made executives 
wary of changing any part of the original formula. 
I t was only when the company experienced prob-
lems in Japan and the United States that executives 
unde r took to sort ou t the t ru ths and falsehoods 
and create a more flexible business approach. 

is one such example. In 1995, it launched the first 
free mass-market newspaper in Stockholm. Despite 
widespread skepticism from competitors and indus-
try observers, the newspaper managed to generate 
enough advertising revenue to become profitable. 
Metro grew rapidly, and by 2010 it had more than 17 
million readers spread across 20 countries. 

Like Metro, Petrofac, a fast-growing oil services 
company that operates extensively in the Middle 
East, has built its success by following a distinctive set 
of beliefs within its industry. Ayman Asfari, the com-
p a n y ' s C E O a n d m a i n s h a r e h o l d e r , saw a n 
opportunity to move away from the traditional con-
tracting model of the energy industry toward one in 
which the service provider became an equity partner 
and assumed some of the overall performance risk. 
The London-based company achieved a major mile-
stone in 2000 by winning a $ 1 billion development in 
southern Algeria with two much larger partners. Key 
to winning the contract was Petrofac's offer to be a 
10% equity par tner in the development — a move 
that competi tors had not considered. As a partner, 
Petrofac was able to complete the project ahead of 
schedule and within budget. 

Enhancing Your Distinctiveness 
O u r approach provides an analytical tool that al-
lows strategy making to become more systematic 
and coherent. You cannot 'fake' a distinctive set of 
beliefs, and there is no substitute for creative leaps 
and far-sighted thinking. However, there are ways 
of generating better ideas for enhancing your dis-
tinctiveness, and there are also ways of testing out 
those ideas in an organized fashion. O u r f r ame-
work suggests that becoming distinctive isn't just 
about coming up with novel beliefs and enlarging 
the size of one's domain . It's also about undermin-
ing the competit ive posit ions of competi tors . The 
framework is based on four strategic steps: discov-
ering, d iscard ing , m a r o o n i n g and neut ra l iz ing . 
(See "Tactics for Changing the Belief Structure in 
an Industry.") We will examine each activity below. 

Discarding Discarding involves challenging the 
company's 'sacred cows' when examination exposes 
them as falsehoods; this will reduce the amount of 
nonsense — c o m m o n or u n c o m m o n — the com-
pany believes. A famous example is Apple's decision 
in the 1990s to relax its vertically integrated busi-
ness model and begin selling personal computers 
compat ib le with the Microsof t opera t ing system 
and Intel microprocessors. Although the merits of 
that decision are still being debated, it represented a 
clear recogni t ion by Apple managemen t that the 
old s t ra tegy was fai l ing a n d tha t the c o m p a n y 
needed to take drastic steps to reverse its decline. 

On a m o r e micro- level , Ikea has adap ted its 
business model to adjust to changing market con-
dit ions. Dur ing the do tcom b o o m , the company 
refused to consider onl ine selling for fear that its 
un ique value propos i t ion would be undermined . 
But gradually it acquiesced, and it now does a sig-
ni f icant share of its business over the web. The 
c o m p a n y also exper ienced p r o b l e m s selling its 
standardized product lines in certain markets. This, 
too, has changed with the in t roduc t ion of larger 

Discovering The goal of discovering is to create new 
value for the company by expanding its uncommon 
sense — adding a dimension to the company's offer-
ing that competitors don't have. Metro International 
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beds and kitchen cabinets in the U.S. market. Ikea 
stores must conform to company-wide values and 
operat ing principles, bu t today there is consider-
able freedom within these guidelines. 

Marooning As a company challenges the orthodox 
thinking of its industry and replaces it with a fresh, 
market-tested approach, it leaves competi tors iso-
lated, or marooned, with an outdated business model. 

Consider the case of T h o m s o n Reuters' gover-
nance, risk and compliance business, which sells 
information services to corporate compliance offi-
cers, regulators and lawyers. The standard approach 
to risk management is to encourage clients to move 
slowly. However, Thomson Reuters takes a different 
approach . "We believe risk m a n a g e m e n t can be 
agile: You can move quickly and still manage your 
risks," says David Craig, pres ident of the gover-
nance, risk and compliance unit . "So we have built 
our services to help clients accelerate the develop-
ment of their business, rather than slow it down." 

Another example: In the hotel industry, the stan-
dard checkout time for guests is noon, and check-in 
is typically after 3 p.m. This schedule is designed to 
accommoda te cleaning shifts, bu t for those who 
travel across many t ime zones it is highly inconve-
nient. Yotel, a recently opened hotel chain, challenges 
this convention. Located at a i rpor ts and in major 
city centers, Yotel offers quiet, no-frills rooms at af-
fordable prices, no matter what time of day or night. 
What's more, guests aren't required to pay for a full 
day; they only pay for the hours they need. 

Marooning is similar to discovering in that it in-
volves def in ing p r o d u c t s and services based on 
beliefs that are distinct f rom those of competitors. 
But it differs in an impor tan t way: The new belief 
boldly repudiates an existing orthodoxy, rather than 
simply being a new way of thinking. This makes it 
harder for competitors to reposition their offering. 

Neutralizing Companies that embrace the uncom-
mon sense of a competi tor and incorporate it into 
their own belief system can reinforce their own mar-
ket pos i t ion and neu t ra l i ze the i r compe t i t o r ' s 
u n c o m m o n sense. A good example of this has oc-
curred in recent years in online media. One of the 
i m p o r t a n t ways the In te rne t revolut ionized the 
media industry was that it allowed readers to com-

ment on articles in real time. When web-only media 
like the Huffington Post offered this opt ion, tradi-
tional newspapers faced a dilemma: readers wanted 
to comment , but many writers were strongly resis-
tant to the idea. Gradually, newspapers relented. For 
example, in the United Kingdom, the Guardian was 
the first established publication to allow readers to 
post comments on its online articles. This gave it a 
temporary advantage against competitors, such as 
the Telegraph and the Times. However, the introduc-
t ion of onl ine commen t ult imately b rough t little 
long-term benefit because nearly everyone else very 
quickly began to offer it as well. Indeed, it has be-
come part of the common sense of the industry. 

But neutralizing moves can also be strategic. Con-
sider the commercial aircraft engine industry. Until the 
early 1990s, responsibility for engine management and 
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maintenance belonged to the airlines that owned the 
aircraft or to a third-party provider; the assumption 
was that the financial and operational risks were best 
carried by the operator. However, by acquiring British 
Airways' repair and overhaul facility in South Wales in 
1991, GE Aviation challenged this belief. It saw growth 
in selling maintenance services to airlines, irrespective 
of which manufacturer built the engines. The move 
was intended to hurt competitors such as Rolls-Royce 
and Pratt and Whitney. However, Rolls-Royce, for one, 
quickly recognized the threat and sought to neutralize 
it by integrating the sale of new engines and the after-
market. Through an offering called TotalCare, it 
introduced a long-term service agreement that trans-
ferred the technical and financial risk of engine fleet 
management from the airline to Rolls-Royce. Airlines 
pay a fixed dollar amount per flying hour, thereby 
aligning the incentives of both the operator and the 
OEM in the pursuit of maximum reliability and use. 

By neutralizing its key competitor 's move and 
improving on it, Rolls-Royce has benefited greatly. 
Since 2000, Rolls-Royce has seen the TotalCare seg-
ment of its installed user base grow from 3% to over 
65% in 2010, and almost all its new engine orders in-
clude the service agreement as a f u n d a m e n t a l 
element of the deal. Neutralizing is not about blindly 
imitating competitors: Many of the competitors' be-
liefs are either wrong or don't add value. Instead, it is 
about carefully figuring out which parts of a rival's 
beliefs to pick up on, and which parts to ignore. 

Putting New Ideas Into Practice 
So how do companies put ideas they develop through 
our process into action? Based on our experience, 
successful companies don't just talk about their novel 
beliefs or make risky bets on unproven ideas. Instead, 
they rely on a deliberate process of experimentation. 
They turn one of their novel beliefs into an opera-
tional hypothesis and then test it in as low-risk a way 
as possible. The feedback they get from the market 
informs their further testing, ultimately shaping the 
company's decision to make a tangible change. 

The real world, of course, doesn't allow busi-
nesspeople to test ideas as thoroughly as research 
scientists or academics can. But the basic principles 
of inquiry and experimentation can be enormously 
helpful. The case of a growing provider of business-
to-business customer service solutions called 24/7 

Customer, based in Campbell, California, provides 
an excellent example of how the process can work. 
The company was founded in 2000 on the belief 
that customer expectations for customer service 
would change dramatically with the Internet and 
that the customer experience should be intuitive. 
Whereas most players in the industry were pushing 
bigger and more complex call centers, 24/7 Cus-
tomer developed "online predictive experience 
solutions" to anticipate what a customer wanted 
and improve fu tu re interact ions. For example, 
when a customer visits an airline website, 24/7 Cus-
tomer 's software moni tors the clicks; if it seems 
that the person needs help, a pop-up window offers 
suggestions and a number to call. For mobile phone 
service providers, 24/7 Customer offers a feature 
where individuals can preview their first month's 
p h o n e bill onl ine . "More than 80% of mobi le 
phone customers call when they receive their first 
bill because they are surprised at how large it is," ex-
plains founder and CEO RV. Kannan. "This service 
anticipates their concerns, and explains the tariff in 
detail before it becomes a problem." The result, he 
says, is increased customer loyalty and retention. 

24/7 Customer continues to spin out new ideas to 
help clients improve customer service, and it is con-
stantly involved in experimentation. It has its own 
innovation lab, staffed with 100 computer scientists, 
data engineers and consumer behavior specialists 
dedicated to proposing new service ideas and test 
sites. If a new idea works out, it is then packaged as an 
offering for the client, and eventually it can be made 
available more widely. Although Kannan concedes 
that not every experiment leads directly to a useful 
idea, even the ones that don't pan out can result in 
insights into what customers may be looking for. 

Finding a distinctive place in a competitive market-
place can be extremely challenging. Studying and 
working with dozens of companies across a range of 
industries, we have found that it frequently requires 
willingness on the part of top management to examine 
and re-examine the prevailing industry norms — and 
f rom a variety of perspectives. For example, Paul 
Marsden and Adrian Kinnersley, founders of Twenty, 
a rapidly growing recruitment consultancy based in 
London, had seen many established recruitment 
firms rise and fall over the years.8 One thing they 
knew was how little loyalty most recruitment profes-
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sionals had for the agencies they worked for. So, as 
Kinnersley recalls, the issues they decided to focus on 
when contemplat ing start ing a new f i rm involved 
th inking about the business f rom the employee's 
perspective: What did they want the business to feel 
like for people who worked there? Given what they 
had seen elsewhere, what should its underlying val-
ues be? One thing they decided was that the new firm 
should go against the grain of the recrui tment in-
dustry and be quirky. For example, most recruitment 
firms were secretive about what individuals earned, 
so Twenty decided that one of its core values was to 
be "crystal clear" with its employees: Detailed infor-
mation about the compensation and bonus system 
was provided online, and the firm's financial results 
were updated monthly, for all employees to see. In 
addition, senior employees were given a significant 
equity stake in the new enterprise. 

Companies such as 24/7 Customer and Twenty 
were founded on the premise of doing things dif-
ferently f rom other players in their industries. But 
distinctive beliefs need to be tested out — some-
times through a process of formal experimentation, 
some t imes t h r o u g h i terat ive conversa t ions be-
tween founders and the employees. This f o rm of 
exper imenta t ion requires a high level of t rus t in 
employees, a lot of g ive-and- take and an accep-
tance that mistakes will be made. 

Many of the companies we have talked about here 
are entrepreneurial and are still founder-led. Entre-
preneurs are by nature unor thodox thinkers, so it is 
not surprising that many examples of u n c o m m o n 
sense come from this subset of companies. Still, there 
is plenty of scope for established companies to use this 
framework. In particular, the techniques for neutral-
iz ing a n d m a r o o n i n g c o m p e t i t o r s , as well as 
discarding beliefs that are no longer true, have been 
adopted by major companies including Rolls-Royce 
and Thomson Reuters. Yes, it is challenging to get ex-
ecutives thinking in this unorthodox and experimental 
way, but the potential rewards are enormous . (See 
"How to Tap Into Uncommon Sense," p. 37.) 

Many discussions about strategy development 
begin in the wrong place. They start by examining the 
competitors or the needs of existing customers or spe-
cific strategic goals such as the need for focus or low 
cost. However, we think there are advantages to begin-
n ing at a d i f f e ren t p o i n t — wi th a company ' s 

underlying beliefs and with the explicit recognition 
that some of those beliefs are smart and others aren't. 
Real strategy making is about developing a process for 
consistendy pushing beliefs forward — adopting the 
good ones and discarding the bad ones. Many compa-
nies exhibit common sense in the way they pursue 
market opportunities, but only a few have the uncom-
mon sense on which long-lasting success is built. 

Jules Goddard is a fellow of the Centre of Manage-
ment Development at London Business School. 
Julian Birkinshaw is a professor of strategy and en-
trepreneurship at London Business School. Tony 
Eccles is a fellow of the Centre of Management Devel-
opment at the London Business School. Comment on 
this article at http://sloanreview.mit.edU/x/53317, or 
contact the authors at smrfeedback.mit.edu. 
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