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THE SUMMARY IN BRIEF

You are about to look at the results of alandmark study that will
change the way you manage.

Authors James Collins and Jerry Porras spent six years studying ex-
ceptional companies — visionary companies — to see what accounts for
their success.

What are visionary companies? They are the premier organizationsin
their field, firmsthat have along record of having an impact on the world.
Ford. Sony. Procter & Gamble. Merck. Motorola. Johnson & Johnson.
These are companies that have distinguished themselves as a specia and
elite breed of institution. And, with an average founding date of 1897, and
stock-return performance of fifteen times the general market since 1926,
they are companies that have stood the test of time.

Collins and Porras surveyed hundreds of ceosto find out which com-
panies they most esteemed. They chose eighteen, and then researched
them deeply. They charted their growth, ran numbers on them, analyzed
their cultures, and identified key momentsin their corporate lives.

They also compared each to a carefully chosen competitor from the
same founding era. Their goal: to uncover the underlying factors that
helped the visionary company outperform the competition.

Asthe box to the left shows, the comparison companies are not dogs.
Most are still in business and have done well. But not as well as the vi-
sionary companies, which have shown they can bounce back from adver-
sity and stay at the top of the heap year after year.

What Collins and Porras discovered will work for you today, whatever
your job or level. You'll learn to view yourself as a*“ clockbuilder,” to pre-
serve the values that set your company apart from others, to set audacious
goals, to experiment freely, and much more. And you’ll know these con-
cepts have value, because they come from the same playbook that has
helped visionary companies soar for decades.

Published by Soundview Executive Book Summaries, 10 LaCrue Avenue, Concordville, Pennsylvania 19331 USA
*All rights reserved. Reproduction in whole or part is prohibited.



SUCCESS COMES FROM CLOCK BUILDING, NOT TIME TELLING
Take an Architectural Approach

Suppose you read of a person who
could tell the exact time just by look-
ing at the position of the sun or stars.
“It's April 23, 1996, 2:36 A.m.”

Wow, you'd think. What are-
markable person. Yet wouldn't it be
more remarkable — and useful for
the world — if that person built a
clock that anyone could refer to,
even after the clockmaker had died?

Having agreat idea, or being a
charismatic, visionary leader islike
“timetelling.” Building a company
that's healthy long after the visionary
leader is gone, or after the great
product is passé, is“clock building.”

Visionary companies have clock-
building managers whose greatest
creation is the company itself.

Tyranny of the ‘Or’

Great companies can hold para-
doxical or contradictory ideas.

For instance, they can be con-
servative at the core yet progres-
sivein their actions; they can in-
vest for the long term and still ex-
pect short-term results; they can
have high quality at alow cost;
they can plan seriously yet move
fast when opportunities arise; etc.

In short, they aren’t tyrannized
by either/or thinking. For them,
it'snot A or B; it'sA and B.

No Great |deas at HP

Visionary company founders take
an architectural approach to building
their firms. They concentrate first on
the organization’s systems and
values, then on products.

In fact, you don't need a great
product ideato begin. William Hew-
lett and David Packard of Hewlett-
Packard, for instance, had no product
in mind when they got together in
1937. They just wanted to start a
company together. “We did anything
that would bring in anickel,” said
Hewlett. Early products included a
bowling foul-line indicator, a clock
drive for atelescope, and a device to
make a urinal flush automatically.

None of these products went any-
where, but the two persisted until
they figured out how to build afirm
that could pump out great products.

Likewise, Masaru Ibuka didn’t
have a single product in mind when
he launched Sony in 1945. The com-
pany survived selling heating pads.

Myth of Charismatic Leaders

Though many visionary compa-
nies have had high-profile leaders
like Henry Ford or Sam Walton, cha-
rismatic leadership is not necessary
for success. 3M, for example, has
never had a charismatic ceo.

The best leaders, charismatic or

not, make it a point to develop man-
agers and processes. In their view,
the firm is not avehicle for products
or personalities; products are ave-
hicle for the company.

Looked at in that light, Walt Dis-
ney’s greatest creation wasn't Show
White or Disneyland, it's the Disney
Company and its ability to make peo-
ple happy.

Motorola vs. Zenith

Paul Galvin, Motorola's founder,
didn’t dream about making battery
eliminators for radios, itsfirst prod-
uct. He dreamed foremost about
building a great and lasting company.
He did that by developing people. He
encouraged dissent, discussion, and
disagreement, and he gave people
freedom to make contributions. He
set challenges and gave people re-
sponsibility to achieve them.

Zenith, a competitor of Motor-
ola's, was lead by the charismatic
Eugene F. McDonald, Jr. The bril-
liant McDonad moved the company
for three decades through the force of
his personality. But he gave no
thought to management succession or
promoting individua initiative.

After McDonald died, Zenith
never regained the energy and spark
he provided. Compare Zenith with
Motorolatoday, and you'll see how
much more valuable clock-building
leaders are than time tellers.[
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THERE'S MORE TO BUSINESS THAN PROFITS

|deals Drive Visionary Organizations

Decades before “ val ues state-
ments’ became popular, George
Merck Il said, “[We] are workersin
industry who are genuinely inspired
by the ideals of advancement of
medical science, and of service to
humanity.” Former Merck ceo P.
Roy Vagelos echoed the ideals years
|ater: “Above all, let's remember that
our business success means victory
against disease and help to mankind.”

Merck haslong used its values to
guide its actions. For example, it
once developed adrug called Mec-
tizan to cure a Third World disease
known as “river blindness” While it
hoped to sell the drug to government
and relief agencies, the return on
investment would be small.

When it came time to sell Mec-
tizan, however, no one bought it. So
Merck gave the drug away to the
millions who needed it.

Why give away adrug it took
years to develop? It was, of course,
good public relations that could pay
off down the road. But it was also
because the company has never for-
gotten George Merck’s words: “We
try never to forget that medicineis
for people. It's not for the profits.
The profitsfollow . . ”

Such statements are part of
Merck’s core ideology — the values
and sense of purpose that go beyond
just making money.

Merck has lived by itsideals for
generations. Competitor Pfizer, in
contrast, didn’'t mention ideal's until
the late 1980s. Indeed, a former
Pfizer ceo once said, “So far asis
humanly possible, we aim to get
profit out of everything we do.”

Core ldeologies

Visionary companies have core
ideologies. These are basic precepts
that say, “Thisiswho we are; thisis
what we stand for; thisiswhat we're
al about.” These aren’t just words
but vital, shaping forces.

Like Merck, visionary companies
tend to be more ideologically driven
than profit-driven. For them, profit is
like oxygen — necessary for life, but
not the point of it.

This attitude, paradoxically, can
pay off in greater profitability. Asked
whether he started Marriott Cor-
poration to create an empire, J. Wil-
lard Marriott, Sr., said no. He want-
ed to give friendly service to guests,
provide good food at afair price,
and work hard to make a profit to
create more jobs — in that order.[

Ideological Clash: HP and Tl

When David Packard addressed a group of managers in a manage-
ment-development program in Hewlett-Packard's early days, he
didn’'t talk about techniques, policies, or numbers. He talked about
values. “You can . . . see people who are interested in money and
nothing else, but the underlying drives come largely from adesire to
... do something of value.” A statement by a recent ceo, John
Young, shows that Packard institutionalized this sentiment: “If we
provide real satisfaction to customers, we will be profitable.” Hp also
aims to satisfy itself — to manufacture equipment that advances sci-
ence and improves the welfare of humanity.

In contrast, the corporate goals of Texas Instruments are al finan-
cial. For 11, bigger is better — even if it means making low-quality
products or those that offer no technical contribution. For instance, it
got into things HP wouldn’t touch, like low-end digital watches.

There'slittle question that HP's ideal s, including its respect for
employees, have helped it outperform T1 over the long haul.

Recipesfor Success

Sampl e the core ideologies of
these well-built companies:

Nordstrom: Serviceto the cus-
tomer above all else, hard work and
productivity, continuous improve-
ment, excellence in reputation, and
being part of something special.

Procter & Gamble: Product ex-
cellence, continuous self-improve-
ment, honesty, and respect and con-
cern for the individual.

Wal-Mart: To provide valueto
customers, to buck conventional
wisdom, to work with passion and
commitment, to run lean, and to pur-
sue ever-higher goals.

Anideology consists of two in-
gredients: core values and purpose.

Core values are the organiza-
tion’s enduring tenets and guiding
principles — the things that can
never be compromised for financial
gain or expediency.

A value can usually be boiled
down to a simple statement. Procter
& Gamble co-founder James Gam-
ble said, “When you cannot make
pure goods of full weight, go to
something else that is honest, even if
it is breaking stone.”

Visionary companies generally
have just afew core valuesthat are
unique to them. You'll need to come
up with your own based on what
you believe deep in your bones.

Purposes are your organization's
fundamental reasons for existing be-
yond making money. They are broad
and enduring. For example, Robert
W. Johnson founded Johnson &
Johnson “to alleviate pain and suf-
fering.”

Purposes are not about specific
products or services. The Disney
Company doesn’t exist to “make
cartoons for kids,” for example. It
exists to “use our imaginations to
bring happiness to millions.”

To come up with a purpose, ask:
What is our reason for being? What

would be lost if we ceased to be?]
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Preservethe Core;
Stimulate Progress

Every visionary company needs a
core ideology (see page 3). But
that’s not enough; visionary com-
panies couple ideology with arelent-
less drive for progress that impels
forward movement in everything but
the core. As Sam Walton pointed
out, “You can't just keep doing what
works one time, because everything
around you is always changing. To
succeed, you have to stay out in
front of that change.”

Don’'t confuse core ideology with
noncore practices or products. Asan
example, 1iBM began to ignore its
“three basic beliefs’: respecting em-
ployees, making customers happy,
and working hard to do things right.
It emphasized mainframe computers,
blue suits, and white shirts — none
of them core values. That may be
why 1BM has stumbled |ately.

Wal-Mart’s core belief “exceed
customer expectations’ is permanent
and unchanging. Having greeters at
the front door is a practice that can
change. Boeing's core value, “being
in the leading edge of aviation; be-
ing pioneers’ is permanent. Building
jumbo jetsis a practice that can
change.

Whatever your business, strategy
and tactics, operations, culture, and
products must change over time. The
only thing that shouldn’t changeis
core ideology.

Finally, this drive for progress —
to go farther and do better — isan
internal force. Visionary companies
don’t wait for the external world to
say “it'stimeto change.” They prac-
tice self-criticism daily. They make
sure they change well before the
world forces them to change.

Bruce Nordstrom, talking about
the Nordstrom retailing chain’s lav-
ish service, said, “We don’'t want to
talk about our service. We're not as
good as our reputation. . . . You just
have to do it every time, every day.”
That self-imposed discipline guaran-
tees constant renewal .[]

4

Use BHAGsto Surge Ahead

A great way to stimulate progress
isto set big, hairy, audacious goals
(BHAGS, pronounced “ bee-hags’).

Consider Boeing in 1952. Its
workforce had dwindled from a peak
of 51,000 during World Wer Il to
7,500. To survive, it knew it had to
get into commercial aviation. But
airline companies viewed it asafirm
that built good bombers, period.

What to do? Commit to a chal-
lenging goal: Build ajet for com-
mercial use. The penalty for failure?
Perhaps the end of Boeing.

But it didn’t fail. It developed and
built the 707, bringing the commer-
cial aviation world into the jet age.

In contrast, Boeing competitor
Douglas Aircraft, precursor to Mc-
Donnell Douglas, stuck with pro-
peller planes and took a wait-and-see
attitude regarding commercial jets. It
finally introduced the pc-8 in 1958
but never caught up to Boeing.

Boeing has a history of setting
BHAGS. When Eastern Airlines said it
needed a jet with precise specifica-
tions, Boeing took on the challenge.

The plane had to land on runway
4-22 at La Guardia Airport in New
York, anotoriously short runway.
Thisjet aso had to be ableto fly
non-stop to Miami without refueling,
seat six abreast, and hold 131 pas-
sengers. All in all, most agreed, this
was an impossible task.

Boeing met the challenge with its
727. 1t succeeded because, once it
got going, it had no other choice.
Such goals, by the way, are always
aligned with a Boeing core value: to
be on the leading edge of aviation.

Clear and Compelling

A good BHAG is clear, compelling,
and serves as a unifying focal point.
It engages people by reaching out
and grabbing them in the gut. A
good example: Genera Electric’'s
goal to be number one or two in
every market it'sin.

GE competitor Westinghouse, in

contrast, has had vague goalslike
“market leadership, focused growth,
total quality,” and so on — nothing
that stirs the blood.

Commitment and Risk

The goal aone can't stimulate
progress. You need to show a high
level of commitment to reaching it.
That sometimes involves a great
deal of risk. Walt Disney invested
most of his company’s resources to
create Show Whitein 1934, for in-
stance. People caled it “Disney’s
Folly,” believing no one would care
to see afull-length feature cartoon.

That movie succeeded, of course,
but the naysayers were back at it
when Disney proposed creating the
radically new kind of amusement
park we now know as Disneyland.

Compare Disney with Columbia
Pictures, which did little that was
bold, visionary, or risky. It turned
out afew good moviesin the 1950s
and 1960s, but it was run by people
who saw themselves “first, last, and
aways. . . asinvestors, not man-
agers” Columbiawas sold in the
early 1980s, just as Disney roared
back to life.

Finally, agood BHAG can tran-
scend the leader and take on alife of
its own. Wal-Mart’s Sam Walton, for
instance, set agoa he knew would
outlive him: to become a $125 bil-
lion company by 2000.]

BHAG Guidelines

® A BHAG should be so clear
and compelling that it requires
little or no explanation.

® A BHAG should fall outside
the comfort zone. It should re-
quire a heroic effort.

® A BHAG should be so bold
and exciting that it will continue
to stimulate progress even if lead-
ers disappear beforeit’s achieved.

® A BHAG should be consistent
with a company’s core ideology.




CULT-LIKE CULTURES

Great Placesto Work — for Some

Visionary companies must be
great placesto work, right? Not nec-
essarily. If you “fit” with the core
ideology and demanding standards
of avisionary company, you'll do
fine. If not, you'll be gjected like a
virus. There’'s no middle ground.

For example, if you don’t want to
crusade for quality at Motorola—
even if you work in the lunchroom
— you won't last long.

The Nordstrom Way

Retailer Nordstrom presents a
good case of “cultism” — using
practices that create an amost cult-
like environment around ideol ogy.

For example, heroic stories about
“Nordies’ delivering great service
abound at the company. So do re-
minders on the wall, cheering, and
chants of affirmation.

Those who fit adhere zealously to
the core ideology (extraordinary
service to customers) and get lots of
positive reinforcement. Those who
don’t flounder and leave.

Nordstrom also draws strong lines
between those who are inside and
outside the organization. It portrays
“inside” as something very special.

Not Really Cults

Nordstrom, of course, isn’t really
acult. It just indoctrinates its em-
ployees strongly and expects atight
fit toitsideology. Also, true cults
often revolve around a charismatic
leader. Cult-like companies bow
down to their ideol ogies, not a cha-
rismatic leader.

Further, while Nordstrom em-
ployees are controlled and disci-
plined, those without an entrepre-
neurial spirit and initiative will fail.

I ndoctrination at P& G

Procter & Gamble is another cult-
like visionary company that uses
many techniques to enforce the be-
havior it wants. These range from a
strong dress code and open offices to
the famous rule that no memo

should be longer than a page.

P&G also controls information
tightly. Employees, for instance,
can’'t work on airplanes.

Such practices work. Employees
take great pride in their work, and
the firm has rolled over competitors,
like Colgate, that don’t instill the
same sense of ideology and elitism.

What You Can Do

To get these beneficial effects,
build an organization that preserves
ideology in specific ways. The fol-
lowing send a consistent set of rein-
forcing signals that indoctrinate peo-
ple and create a sense of belonging:

® Training programs that have an
ideological aswell as practical dlant.

® On-the-job socializing.

® Promoting from within.

@ Penalties for breaching ideol ogy.

@ Constant emphasis on corporate
values and heritage, and tales of he-
roic deedsin the line of duty.

Such mechanisms pay. Cult-like
cultures built around an ideology let
you turn people loose knowing
they’ll do things the company way.[]

IBM and Burroughs

1BM has been cult-like since its
inception, when founder Thomas
Watson set out to create an orga-
nization of “dedicated zealots”

Watson instituted strict rules
of personal conduct, encouraged
marriage, and forbade alcohal.
He hired young, impressionable
people; set up training programs
to indoctrinate new hires; and
promoted only from within. He
also created 1BM-managed coun-
try clubs so iBmers could social-
ize with each other.

These and other practices re-
sulted in a company filled with
ardent believersin the 1iBMm way.

Competitor Burroughs, on the
other hand, once had a technical
edge over iBm. Yet 1Bm pulled
ahead at key moments in the evo-
lution of the computer industry.

Why? In part because Bur-
roughs had no “indoctrination”
center, nor did it try to impose
tight discipline. Unlike 1BMm, it did
not have a clear self-identity or
elitist attitude.

USE HOME-GROWN MANAGEMENT

Here’'s asurprising fact: Of the
eighteen visionary companies stud-
ied, only four times— in acom-
bined 1700 years! — did one of
them go outside the firm for a ceo.

Consider General Electric. Busi-
ness peoplerightly revere Jack
WEelch as one of America's strongest
business leaders. Ge has soared un-
der him.

Was Welch “new blood” brought
in to stir up adrowsy giant? No.
Welch joined Gt directly after gradu-
ate school, and he worked there for
twenty years before becoming ceo.
Welch, like all his predecessors,
came from deep within the firm.

GE has ahistory of “change
agent” ceos who have delivered
extraordinary returns while leading
the firm. In this stellar group, for

instance, Welch places only fifth out
of seven in average return on equity.
(Of course, no one will argue with
his 26.29 percent average ROE!).

Visionary companies like Ge de-
velop, promote, and carefully select
managerial talent from inside the
company. That helps them preserve
the ideals they believe in and ensure
along line of quality leaders. And as
the GE story shows, there’s no incon-
sistency between promoting from
within and stimulating significant
growth and change.

What does all this mean for you?
Whether you are ceo or a depart-
ment manager, ask yourself who
could step into your role and how
you could help develop that person.
Succession planning isakey to
long-term high performance.[



TRY A LOT OF THINGS AND SEE WHAT WORKS

Pounce on Opportunities

Visionary companies make some
of their best moves by experimenta-
tion, trial and error, opportunism,
and sometimes by accident.

Lucrative Accidents

Johnson & Johnson, for instance,
primarily made antiseptic gauze and
medical plasters around the turn of
the century. When it received a com-
plaint about skin irritation from cer-
tain plasters, 3&J beganincluding a
can of Italian talc to soothe the skin.

Customers started asking for the
product, and the firm introduced
Johnson’s Baby Powder. Its success
prompted 3&J to get into the con-
sumer market, a shift that eventually
became 44 percent of its revenues.

A different kind of accident led
Marriott to airport services. In 1937,
J. Willard Marriott discovered that
customers at one of his restaurants
near Washington’s Hoover Airport
bought meals to carry on flights.

Marriott paid avisit to Eastern
Air Transport and arranged to deliver
prepackaged lunches directly to de-
parting airplanes. Successful, Mar-

Where to Begin

Five lessons for stimulating
evolutionary progress:

1. Giveit atry, and quick! Do,
adjust, act, move.

2. Accept that mistakes will be
made. Dump flops fast, but re-
member: You can learn much
from failure.

3. Take small steps. Small ex-
periments can be seeds that grow
into large strategic shifts.

4. Give people the room they
need. A measure of autonomy
and decentralization can lead to
the increased quantity and varia-
tion of product idess.

5. Put mechanismsin place.

L eadership “tone” isn’t enough.
To ensure a constant stream of
innovation, use concrete methods.

riott convinced American Airlines to
joinin, and Marriott Corporation
eventually supplied airplanes at more
than one hundred airports.

Like Evolution

Accidents often add to the rev-
enues of visionary companies. Such
unplanned progressis like evolution
— it begins with small incremental
steps that sometimes grow into unex-
pected, large-scal e opportunities.

Or wither early. Either way, evo-
lution requires many experiments.
As Darwin himself said, “Multiply,
vary, let the strongest live, and the
weakest die” Johnson & Johnson to
this day tries new things often, keeps
what works, and discards the rest.
Discards, however, can act asfertil-
izer. R.W. Johnson, Jr., said, “Failure
is our most important product.”

Think of evolution in terms of a
tree. You add new branches through
experimentation, but you prune away

dead branches quickly. That allows
successes to flourish and makes
room for more experiments.

Variation at Wal-Mart

While Wal-Mart may look like a
finely engineered machine today, it's
really the result of many experi-
ments and accidents.

Take Wal-Mart’s “people
greeters’ — the kindly gentlemen
who meet you at the door of aWal-
Mart store. Sam Walton didn't think
this up; it came from a store man-
ager in Louisianawho was having
trouble with shoplifters. The experi-
ment proved effective and became
standard practice at al stores.

A Wal-Mart executive explains
the branching and pruning philoso-
phy: “We live by the motto, ‘Do it,
fixit. Try it! If you try something
and it works, you keep it. If it
doesn’t work, you fix it or try some-
thing else” Likeal visionary com-
panies, Wal-Mart makes sure any
practice fits with its ideol ogy.[]

How 3M Succeeds Every Day

Minnesota Mining and Manu-
facturing began life poorly. Itsinitial
idea, to mine corundum, failed, and
the company searched desperately
for something to do. 3M settled on
sandpaper and grinding wheels,
which kept it afloat.

Such troubles led an early ceo,
William McKnight, to insist on di-
versifying. But rather than chart the
course himself, he built an organiza-
tion that would continually change
based on the initiative of employees.

McKnight hired good people, let
them alone to do their work, and en-
couraged experimentation. The re-
sult was many unplanned, successful
products. For example, 3M em-
ployee Dick Drew was visiting an
auto paint shop when he saw a prob-
lem to solve. Two-toned paint jobs
had become popular, but shops had
trouble separating the two colors.

Drew went to work and came up
with a solution: masking tape. Five

years later, he used his experience to
develop Scotch tape. Note that 3M
hadn’t planned to get into tape, now
ahuge part of its business. It was an
outgrowth of the organization Mc-
Knight created.

That legacy livestoday in anum-
ber of mechanisms that foster prof-
itable experimentation:

® The 15 percent rule. Technical
people can spend up to 15 percent of
their time on their own projects.

® The 30 percent rule. Each
division is expected to generate 30
percent of its annual salesfrom
products and services introduced in
the previous four years.

@ Technology sharing awards.
An award for those who share new
technologies with other divisions.

® Genesisgrants. Internal ven-
ture capital to develop prototypes
and market tests.

Isit any wonder 3M recently
topped $13 billion in sales?]



DO BETTER TOMORROW THAN YOU DID TODAY

Never Rest

Visionary companies don’t ask,
“How well are we doing?’ They ask,
“How can we do better tomorrow
than we did today?’ This questionis
a habit of mind and action in the best
companies. It requires constant self-
criticism and investment in the fu-
ture — for arace with no finish line.

Continuous | mprovement

Visionary companies are demand-
ing of themselves. Listen to J. Wil-
lard Marriott, Sr.: “Disciplineisthe
greatest thing in the world. Where
there is no discipline, thereis no
character. And without character,
there is no progress.”

In such companies, continuous
improvement, a current buzz phrase,
is nothing new. William Procter and
James Gambl e used the concept in
the 1850s, and David Packard used
the term as far back as the 1940s.

Continuous improvement isn’'t a
fad at visionary companies; it's insti-
tutionalized in ingenious ways. For
example, in the 1930s Procter &
Gamble already had excellent peo-
ple, products, and marketing muscle.
How could it avoid complacency?

ceo Richard Deupree approved a
proposal to create a brand-manage-
ment structure. This allowed P&.G
brands to compete as though they
were from different companies. If
the marketplace can’t supply compe-
tition, why not create it yourself?

What You Can Do . . .

If you're helping build a com-
pany, department, or team, ask:

e \What “mechanisms of dis-
content” can | create?

@ How am | investing for the
future?

® Do | build for the future
even in the midst of downturns?

® Do my people understand
that comfort is not the goal —
that super results take hard work?

This structure made it impossible for
any brand to rest on its laurels.

There are numerous ways to
“stimulate discontent” with the sta-
tus quo; see the box to theright.

Long-Term | nvestment

Besides seeking continuous im-
provement, visionary companies
invest heavily in the future. The au-
thors' research showed that vision-
ary companies consistently invested
more in new property, plant, and
equipment as a percentage of sales
than al but afew comparison com-
panies. They also paid lessin divi-
dends, opting to reinvest the money.

In specific, they spend more on
human capital. Merck, 3M, P&G,
Motorola, Gg, Disney, Marriott, and
1BM have all made significant invest-
mentsin “universities’ and edu-
cation centers. Motorola, for exam-
ple, requires each division to spend
1.5 percent of its payroll on training.

Visionary companies also spend
more (and earlier) to bring in new
technol ogies, management methods,
and industry innovations. Merck, for
instance, embraced a TQM process
back in 1965, and Disney bought
new film technol ogies as competi-
tors dithered about their usefulness.

Pay Now or Pay Later

Citibank has outperformed the
Chase Manhattan Bank by investing
in the long term. Citibank invested
in the following areas before —
often long before — the Chase:
merit pay, management training pro-
grams, college recruiting programs,
automated teller machines, credit
cards, and foreign branches.

Pinching pennies doesn’t help
you become aworld-beater. Boeing,
for example, has aways shown a
willingness to “reach out to tomor-
row,” while McDonnell Douglas has
worried more about the short-term
implications of its investment oppor-
tunities. Asaresult, it has aban-
doned new-generation jets and ceded
the future, for now, to Boeing.[J

To Improve,
Create Discontent

To excel, the best companies
often use “discomfort mecha-
nisms’ to combat complacency
and stay vibrant. Here's how a
few visionary companies create
discomfort:

Merck consciously yields mar-
ket share as its products become
unprotected commaodities. This
forcesit to innovate.

M otorola has also used an
“innovate or die” technique. It
has been known to cut off mature
product lines that still account for
significant sales volume.

Boeing uses a process called
“eyes of the enemy.” It assigns
managers the task of developing
strategy as though they worked
for a competitor and wanted to
wipe Boeing off the map. What
weaknesses would they exploit?
What markets could they invade?
Boeing then figures out how it
would respond to each threat.

Nordstrom ranks a person’s
sales per hour and compares them
with peers. Nordstrom expects
ever-better performance; there's
no ultimate goal .

Hewlett-Packard also ranks
employeesrelative to peers. Man-
agers argue with each other over
the rankings of their people until
they reach consensus. Thanks to
this uncomfortable process, no
successful manager can coast.

HP also has a policy against
taking out any long-term debt.
The pay-as-you-go policy re-
quires powerful boot-strapping
innovation and self-discipline.
More remarkable, HP expects 20
percent growth year after year.

Wal-Mart uses a“beat yester-
day” ledger that compares store
sales figures to the exact same
day in years past. Standards thus
rise year in and year out.




WEAVE IDEOLOGY INTO THE FABRIC OF THE FIRM

More Than Vison Statements at Ford

These days, companies spend
large sums and many hours to come
up with vision statements, mission
statements, values statements, ob-
jective statements, and so on.

These can be useful, but they are
not the essence of avisionary firm.

The essence liesin the trandation
of its core ideology and drive for
progress into the fabric of the orga-
nization. It can be seenin goals, job
design, strategies, tactics, pay sys-
tems, cultural practices, building
layouts, etc. In short, the essence in-
fuses everything the firm does. It en-
velopes employees with messages so
consistent and reinforcing that no
one can misunderstand the firm's
ideology or ambitions. Each element
isaligned with ideology and aims.

Alignment at Ford

Ford, avisionary company that
has had its ups and downs, turned

But I'm Not the CEO!

There's il alot you can do.
For example, you can apply most
of the principlesin this summary
to your work area, however large
or small. You can be a clock
builder, for example, by thinking
about what processes you can use
to solve problems rather than
jumping to solve them yourself.

And if your organization does
not have an ideology, create one.

A manufacturing manager
said, “I got tired of waiting for
those on top to get their act
together, so | just went ahead
with my people. We now have a
very distinct set of values herein
my group, and we manage by
them. It gives my people a greater
sense of meaning in their work.”

You can also use BHAGS at any
level or “try alot of things and
see what works.” It'll make you
more effective and your job alot
more interesting.

itself around in the early 1980s.
Reeling from red ink, Ford
paused in 1983 to redefine itself.
Out of the process came Ford's
“Mission, Vaues, and Guiding Prin-
ciples’ (MvGp), aremarkable docu-
ment that explicitly put people be-
fore products and profits. It also em-
phasized quality, employee involve-
ment, and customer satisfaction.

| deology and Aimsinto Reality

Many companies have created
such documents and then let them
gather dust. Ford, however, dramati-
cally translated the mvGp into redlity.

For example, Ford instituted sta-
tistical quality contral. It forced sup-
plierstoinstall quality programs of
their own. It created employee-
involvement programs, participative-
management programs, and a satel-

lite Tv system to communicate Ford
news to employees.

It also negotiated a profit-sharing
clause with its union labor, which
linked workers directly to the com-
pany’s success.

World-Class BHAGs

Further, Ford used big, hairy, au-
dacious goals. It formed a group
with the mandate to develop a com-
pletely new, world-class car. It in-
vested heavily in this goal by provid-
ing @ $3.25 billion budget. The result
— the Taurus/Sable — is now the
best-selling car in the U.S.

In hundreds of ways, big and
small, Ford tranglated its core ideol-
ogy, as embodied in the mvGp, into
daily practice. Asaresult, all com-
pany practices, programs, communi-
cations, etc., work together harmo-
niously within the context of its core
ideology and overall goals.]

Six Stepsto Visionary Alignment

We hope you begin to discover
your core ideology and set lofty
goals. That's only the beginning;
you need to weave them into the
firm’'s fabric.

1. Paint the whole picture. One
program, strategy, speech, or sym-
bolic gesture isn’t enough. Visionary
companies employ avariety of sig-
nals and actions that continually re-
inforce the core ideology and stimu-
late progress. A visionary company
islike agreat work of art — magnif-
icent in detail, with all elements
working together in concert.

2. Sweat the small stuff. People
don’'t work in the “big picture.” Lit-
tle things make an impression, like
the business cards Nordstrom gives
all its sales people. This says, “We
want you to be a professional .”

3. Cluster, don’'t shotgun. Put
mechanisms and processes in place
that reinforce each other. Ford, for
instance, used statistical quality con-
trol reinforced by involvement pro-
grams reinforced by participative
management programs reinforced by

promotion criteria based on these
skills. Clustered practices deliver a
powerful punch.

4. Swviminyour own current.

L ook to your internal compass for
guidance, not the standards, trends,
or fads of the outside world. Don’t
ask, “Isthis practice good?’ Ask, “Is
this practice appropriate for us?’

5. Obliterate misalignments.
Your workplace may be littered with
inappropriate practices that go
against your core ideology or im-
pede progress. Don’'t forget: The
only sacred cow is core ideology.
Change anything else.

6. Abide by the universal require-
ments. These are your core ideology
and adrive for progress, and an or-
ganization designed to preserve the
core and stimulate progress.

BHAGS, cult-like practices, and
evolutionary growth are al waysto
preserve the core and stimulate
progress. But they aren’t the only
ways, so be creative. Tomorrow’s
visionary companies will employ
methods not yet thought of .[]



