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3   SWARM INTELLIGENCE 

”Talent wins games, but teamwork and intelligence   
win championships.” 

Michael Jordan 

The core of our investment strategy is an unwavering 

focus on not just companies, but on outstanding 

companies run by outstanding people. We pay close 

attention to strong leadership because, without it, we 

believe it is impossible for companies to harness the 

power of intelligent organization.  This collective 

intelligence that great companies possess is as hard to 

detect as it is to measure, but we believe it is behind 

some of the best investment opportunities in the 

market.  
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The book Repeatability, published in March 2012 by 

Bain & Company, claims that while external forces 

such as industry dynamics and business cycles play a 

role in the success of organizations, a company’s fate 

is most influenced by its own actions.1 In their study 

of what they call “great repeatable models”, the 

authors describe not only companies that are still 

known to be great, but also those that were once great 

and failed because of their inability to adapt to a 

changing environment.  This book has shaped our 

thinking of what really matters to investors, and it has 

also helped sharpen our focus on sustainable 

compounding. 

The challenge faced by investors, but not necessarily 

by management consultants, is that stocks will often 

reflect a perception of greatness that most companies 

simply do not possess (i.e. the halo effect).  In other 

words, simply buying stocks of companies that have 

done well, without regard to sustainability and 

continuous improvement, can lead to disappointing 

results when conditions change.  On the flip side, 

there are companies that prove to be considerably 

more formidable than the market ever appreciates – 

and those are the ones we really like.  Such companies 

do not seem as spectacular on the surface, but like ant 

colonies, they are adaptive and practically 

unstoppable in their pursuits.  They tend to possess a 

high degree of swarm intelligence.   
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The expression swarm intelligence was first used in a 

1988 scientific paper by researchers of cellular 

robotics who were interested in modeling the 

sophisticated “self-organizing” behavior of ant 

colonies. While ants are not that clever individually, 

ant colonies are highly adaptive and very efficient.  

“If you watch an ant try to accomplish something, 

you'll be impressed by how inept it is,” says Deborah 

M. Gordon, a biologist at Stanford University, in an 

interview with National Geographic on swarm theory.2  

She continues: “Ants aren't smart, ant colonies are.  A 

colony can solve problems unthinkable for individual 

ants, such as finding the shortest path to the best food 

source, allocating workers to different tasks, or 

defending a territory from neighbors. As individuals, 

ants might be tiny dummies, but as colonies, they 

respond quickly and effectively to their 

environment.” 

Certainly, the individuality and talents of employees 

matter more than that of ants, but great companies 

tend to have a lot more in common with ant colonies 

than meets the eye.  When individuals share a 

common vision, and when they behave within a set of 

simple rules, they are essentially borrowing from 

swarm theory. A leader who forms a simple vision 

that is disseminated consistently to all levels of the 

organization is perhaps the most important driver of 

not only corporate success, but of military and 

athletic endeavors as well.  As we have seen time and 
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again in sports, when a coach’s strategy is unclear, 

even a team of world-class players can fail miserably.  

Real-life examples of the power of swarm intelligence 

in human experience are perhaps most prominent in 

military history, where the successful commanders 

were those who knew how to shorten the distance 

between themselves and the front line.  Horatio 

Nelson, for instance, who was a British flag officer in 

the Royal Navy during the late 1700s, was noted for 

his inspirational leadership and grasp of strategy.  

Long before the term swarm intelligence was coined, 

Nelson employed the theory to achieve decisive naval 

victories that changed the course of history.  He 

organized his men into independent colonies of 

warriors by training them on what he called simple 

truths.  His strategy produced task forces capable of 

executing complex missions independently, making 

them consistently nimbler and more effective than 

their enemies.   

The authors of Repeatability demonstrate through 

numerous examples, and a vast body of research, that 

most companies are ill-equipped to benefit from 

swarm intelligence, due to lack of awareness.  They 

cite surveys of multiple levels of employees across 

thousands of organizations to support their claim that 

companies in general lack self-awareness, even at the 

executive level.  This is where the parallel between 

corporations and ant colonies breaks down.  
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When we study a company and its leaders, we look 

for signs of swarm intelligence.  We ask ourselves if 

the CEO has a convincing and simple message that 

the entire organization can understand.  Is the 

organization self-aware?  A company with high 

swarm intelligence can often change CEOs without 

skipping a beat, since everyone already knows the 

direction.  They are also capable of reacting to 

competitive and economic threats with unimaginable 

speed and effectiveness.  These are the sort of traits 

that make companies outstanding.  

Swarm intelligence is not the only quality attribute 

we focus on, but it is one that we consider very 

important, especially since it is often underestimated 

by investors.  We pay attention to industries as well, 

particularly the ones that benefit from secular trends, 

and we look forward to discussing those in 

subsequent chapters. 
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