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Built to Last explores the inner workings of successful companies that are widely admired for their success, innovative products, and worker friendly environments.  The authors spent six-years researching companies they termed  “visionary” and compared their success to their competitors.  Their research revealed that visionary companies owe their enduring success to a core ideology that shaped and grew the companies from their small beginnings to the successful institutions they are today.

What is different about Built to Last is that it doesn’t preach a specific management technique, human resource management philosophy, or even how to be a charismatic leader.  Rather it identifies the traits of a visionary company so that readers, in essence organizational leaders, can utilize the results of the research to shape their company or organization into a visionary company that will also be built to last.  After all, the success of the organization depends upon the individuals that make up that organization.

Visionary companies, as defined by the authors, are the “premier institutions – the crown jewels – in their industries, widely admired by their peers and having a long track record of making a significant impact on the world around them.  The key point is that a visionary company is an organization – an institution.”  The visionary companies that were studied have made an outstanding contribution to our world, outlasted many generations of leaders, expanded beyond a single great idea, and are likely to continue to prosper well into the future.

The authors researched 36 companies; 18 of which were considered to be “visionary companies” with the other 18 being their competitors.  Examples of companies that were considered to be visionary include the likes of Hewlett-Packard, Sony, Boeing, Merck, Disney, and 3M.

A few commonly held myths that the authors’ research discredited about successful businesses were:

(1) It takes a great idea to start a great company.  Research revealed that few of the visionary companies were founded on a great idea.  Some organizations, like Hewlett-Packard and Sony had no specific product idea when first founded.

(2) Visionary companies require great and charismatic visionary leaders.  Research revealed that a charismatic visionary leader was not required, and in some instances, was a detriment to a company.  Many of the most significant leaders of the visionary companies did not fit the model of a high profile, charismatic leader.

(3) Companies exist to make the most profit.  Research revealed that profit was not the driving force or primary objective of the visionary companies.  Rather, the companies pursued a cluster of objectives to make a positive impact on the world around them.

So why is it that the visionary companies have endured and prospered better than their competitors?

The authors’ research revealed that the visionary companies all had core ideologies that were made up of core values and a purpose.  

· Core values are a small set of general guiding principles that are not specific cultural or operating practices and rarely reflects the need for financial gain or short-term profit expediency.  

· The purpose is the organization’s fundamental reason for existence beyond just making money.  This isn’t to be confused with specific goals or business strategies.

For example Merck’s core ideologies are: Values - “We are in the business of preserving and improving human life.  All of our actions must be measured by our success in achieving this goal;” Honesty and integrity; Corporate social responsibility; science-based innovation, not imitation; unequivocal excellence in all aspects of the company; and profit, but profit from work that benefits humanity. Purpose – “To preserve and improve human life.

Visionary companies then “preserve the core and stimulate progress.”  The core ideologies define the organizations character and serve as the organizations timeless guiding principle.  However, in order for a company to succeed and fulfill its purpose, it must stimulate progress.  Visionary companies have done this using the following:

(1) Using “big hairy audacious goals” (BHAGs);

(2) Developing organizational cultism; and

(3) Having a purposeful evolution to stimulate progress.

Using big hairy audacious goals.  BHAGs are clear and compelling goals that serve as a focal point of effort.  It engages people to work together for the purpose of achieving that goal.  Visionary companies often set goals that are very difficult to achieve and/or are highly risky.  And once that BHAG is accomplished, visionary companies tend to set another BHAG to stimulate the company and not let itself stagnate. 

For example, the Boeing company set BHAGs of building planes like the B-17, 707, and 747.  Each time the company’s success and future relied upon the company being able to achieve their BHAG.  For companies like Boeing, they risk the entire company on a product for which there’s no evidence that a market exists or that the product will succeed.

Developing cultism.  Visionary companies exhibited the characteristics of indoctrinating employees through extensive orientation programs, supplying on-going training, and on the job ideological socialization (like chants, songs, and pledges).  The social and psychological atmosphere of the company’s core ideology is so dense that it requires employees to have a tightness of fit.  That is people fit with the company because their own personal beliefs match the company’s ideologies.  If the company’s ideologies don’t match with the employee’s beliefs, the employee doesn’t fit and is not likely to want to stay employed with the company.  Due to the tightness of fit and extensive indoctrination that employee’s receive, employees have a sense of elitism in that the company constantly reinforces that they belong to something special and superior.

For example, the Walt Disney Company exhibits a strong sense of cultism.  All employees for Walt Disney attend new employee orientation taught by the faculty of Disney University, which serves as the company’s own internal socialization and training organization.  Walt Disney himself designed the orientation so that “new members of the Disney team can be introduced to our traditions, philosophies, organization, and the way we do business.”

Having a purposeful evolution to stimulate progress.  Visionary companies consciously use the concept of making progress by an evolutionary process of variation and selection.  Visionary companies will tend to try a lot (products, personnel strategies, or management practices) and keep what works.  The way this works is that employees are allowed large latitude of operational autonomy to accomplish the company’s goals without fear of penalties for mistakes.  Employees are often rewarded for innovations and new directions, individual initiative, experimentation, and opportunism (the quick, vigorous action in response to unexpected opportunities).  Visionary companies accept that mistakes will be made in pursuit of BHAGs.  However, they never let employees stagnate for if employees stagnate, so does the company.  

3M is an example of a company that has had a purposeful evolution.  3M started as a failed mining operation.  After its initial failure, 3M decided to shift away from mining and become a manufacture of sandpaper and grinding wheels.   This led 3M to venture into waterproof automobile sandpapers.  As an outgrowth, 3M attempted to manufacture automobile wax and polish.  But this venture was a failure.  However, a visit to an auto body repair shop by a 3M employee led to the creation of the masking tape.  And so 3M continued to grow from a failed mining company, to an abrasives manufacturer, to an organization that follows its core ideology of “our real business is solving problems.”  3M’s pursuit of its purpose has also produced popular products such as Scotch Tape and Post-It Notes.

While the above represents the central characteristics of visionary companies, the authors discovered two additional practices that the visionary companies utilize.  Visionary companies overwhelmingly promoted managers from within the organization and the senior leaders of the visionary companies made a conscious effort to always strive for improvement.

The authors’ research revealed that of the 18 visionary companies studied, only four individuals cases existed where an outsider came directly into the role of chief executive officer.  The hiring of senior leaders from outside the company was the exception rather than the rule.  The conclusion is that a charismatic leader is not the distinguishing variable in top performing organization; rather the distinguishing variable appears to be organization purpose and values that a company has.

On top of using home grown management, visionary companies were always pushing for progress.  As evidenced by the core ideologies, visionary companies are always attempting to get better and solve another BHAG.  For visionary companies, comfort was not and never was the objective.  The visionary companies studied had mechanisms to obliterate complacency and stimulate change before the external world demanded it.

The lessons of Built to Last are to be used to help shape an organization.  Using the visionary companies as a guiding light, a strong case is made for developing a core ideology and aligning an organization’s actions around that core ideology.  This is most effective when the core ideology is preached from the top on down so that all employees are aligned with the core ideology.  However, I believe it’s possible for a small section of an organization to follow the Built to Last principles and infect the larger organization.  In the end, the ultimate creation is the visionary organization and not the products or the profits.
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