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« Try a Lot of Stuff and Keep What Works: High levels of action and
experimentation—often unplanned and undirected——’tbat produc
new and unexpected paths of progress and enables visionary com
panies to mimic the biological evolution of species (stlmulate‘

rogress). o L i

. II)-Iolec;—gv’own Management: Promotion from within, bringing to seniof
levels only those who've spent significant time steeped in the cor
ideology of the company (preserves the core).

= Good %};zougb Never Is: A continual process of relentle§s sel
improvement with the aim of doing better and better, forever into th

future (stimulates progress).
mples, anecdotes, and systematic evidence to sup

f these methods. As you read each of these.chapte‘:r"
overall framework as a guide for dlagnos (

We will provide exa
portand illustrate eacho
we encourage you to use our
your own organization:

« Has it made the shift in perspective from time telling to f‘lock b.uildi :
« Does it reject the “Tyranny of the OR?” and embrace the “Genius of th
AND”? '
» Does it have a core ideology—core values and purpose beyond ju
making money? : i
= Does i% have a drive for progress—an almost primal urge for cha;’xge an
forward movement in all that is not part of the core 1deolog.y.1 ]
« Does it preserve the core and stimulate progress through tangible pra

[

tices, such as Big Hairy Audacious Goals, home-grown managemeiil

and the others described throughout the remainder of this bf)ok? i
« Ts the organization in a@lignment, sO that people receive a c.on51sten1:i
of signals to reinforce: behavior that supports the core ideology

achieves desired progress? 1

When you finish reading
mental list of specific, tangi

the next six chapters, you should have asi zah
ble things that might make sense for you

implement in your own

organization to make it more visionary. It doesi

matter whether you're a CEO, manager, individual contributor, or ent
preneur. You can put these ideas to work.

BIG HAIRY

nh;pler 5
| AUDACIOUS GOALS

Preserve
the Core

A
Stimulate
Progress

Far better to dare mighty things, to win glorious

triumphs, even though checkered by failure, than to
take rank with those poor spirits who neither enjoy
much nor suffer much, because they live in the gray

twilight that knows not victory, nor defeat.
THEODORE ROOSEVELT, 1899!

We worked furiously [to realize our goals]. Because

we didn’t have fear, we could do something drastic.
MASARU IBUKA, FOUNDER, SONY CORPORATION, 19912

Of all the things I've done, the most vital is
coordinating the talents of those who work for us

and pointing them toward a certain goal.
‘WALTER ELIAS DISNEY, FOUNDER, WALT DISNEY
CoMPANY, 19543

Put yourself in the shoes of Boeing’s management

11 in 1952. Your engineers have the idea to build a large jet aircraft for the
ercial market. Your company has virtually no presence in the com-
ielal market and your earlier commercial attempts have been failures.
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; imarily for the military (B-17 Flying For=
e aﬁsa-f; ) féiniéiybfe?; and four-fifths of your bus;ne?
tress, B-29 S“Perfori‘;);éf_the Air Force.* Furthermore, your sales ﬁrf,
o B O el airlinesin both the United States and S
i thaF Com'mterest in the idea of a commercial jet from oemg.riod
exp.ressed = ti-Boeing bias—a “they build great qubers, pe i\‘\
anlmes ave ircraft company has proved that there is a comn:ieljc "
attitude. Nf) Ot].fleI' a;:cRival Douglas Aircraft believes that propeller- rlve |
etk f?r ¥ et t(; dominate the commercial market. Your compatlly S 1
planes will i85 nnnfutehe ainful layoffs from fifty-one thousar;dAiI;lpf;?’ )
L five hf)mdred after the end of Wo.rld War I . o
dqwn to seventy- Vte thét it will cost about three times your average ann.b :
e yougst;mathe past five years——roughly a q'uaréter of your 1en 1
iRl ofc.h——to develop a prototype for the jet. '(F0fmnatef‘}l’, i
corPorate net wor 1d also offer this jet aircraft to the mlhtarynz.ls a fe .,
b;,hev; tia:}tlz' cr):llﬂci?;ry but you still need to gamble the $15 million ot 'yt j

(6) )
E\;?lemoncy to develop the prototype.)’

What should you de?

A !

he odds and commit to th

’ ino's management, you defy : i

If‘you i Ifo?ziabljshing yourself as a major player in :;he corglrxix;e i

a}ldaclgt)‘,ls i‘l’s"‘tr; You build the jet. You call it the 707. And you g L
aircraft in : '

commercial world into the jet age.

In contrast, Douglis

e :son comnterpart in our study) made the explicit de:;s;g
Boetle s opiil dllers and take a cautious wait-and-see app !
stick with piston Prolf)t 3 Douglas waited and saw Boeing fly right pastd
Commera.al jet aircra 1.af the commercial market. Even as late as 195'1h ‘
i domré?z;iznlgru?hess Week, that the airlines “fell all over each othe
year, accor ‘

their rush to replace pit0

; i au|
f ket. Finally, in 1?58, Douglas introduced the DC-8, butnever¢ y
or mar. . ’

up to Boeing.

3 ing, “ might Boeing have just been A"‘
?erhaps e tilzbniggi’spztl,t butgit could just as easily ha‘;e
Boemg”lOOkS s tt \nd we would be inclined to agree, exc.eptlfo (
wrong. G_Oodhpolank')r‘_g and consistent history of committing itseit | ]
e ;'Boelngll 0 es. Looking as far back as the early 1930s, we see
audaqouS Chabeﬁgvic.,rat Boeing when it set the goa.l of becommgd: ‘
comm'ltment ?I'Sa Aircrafc market and gambled its future on 1o°f
forge in the mi 1d l‘ti’le‘] “pet the pot” on the B-17 Flying Fprtress. ‘.
i pl'a il tem end in the 1950s with the 707. During the “,,‘
Nor d1d7t;1;5.§at;e sarly 1960s, Boeing turned the demands pf apo :"1
fininr Ofetrhagaste;n Aiflines) into a clear, precise—and nearly impos i
custom

|

|
L

o
f

Aircraft (later to become McDonnell-Doug l‘

n planes”9—Douglas still did not have a jet ré

#
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challenge for its engineers: Build a jet that could land on runway 4-22 at La
Guardia Airport (only 4,860 feet long—much too short for any existing
passenger jet) and be able to fly nonstop from New York to Miam; and be

wide enough for six-abreast seating #nd have a ca

meet Boeing’s high standards of indestructibili
significant breakthrough—the 727

pacity of 131 passengers and
ty. Boeing’s engineers made a

—largely because they were given no
uther choice.1

In contrast, Douglas Aircraft was slow to respond and didn’t introduce
the DC-9 until two years after the 727, putting it even further behind

Boeing in the commercial
better short-range jet, the 737, in develo
tould have risen to the Eastern Airlines ch
but it didn’t. (As an aside,
was three hundred air
the 727 became the s

In 1965, Boeing made one of the bol
lecision to go forward with the 747
the company. At the decisive board
William Allen responded to the co

jet market. And by then, Boeing had an even
pment.
allenge just as quickly as Boeing,
Boeing’s original market-size estimate for the 727
planes. It eventually sold over eighteen hundred, and
hort-range workhorse for the airline industry.)

Theoretically, Douglas

dest moves in business history: the
jumbo jet, a decision that nearly killed
of directors meeting, Boeing Chairman
mment by a board member that “if the

1147] program isn’t panning out, we can always back out.”
“Back out?” stiffened Allen. “If the Boeing Company says we will build
iy airplane, we will build it even if it takes the resources of the entire

himpany!”

Indeed, as it had with the P-26, B-17, 707, and 727,

teversibly committed to the 747—financially,
Miring the 747 development, a Boeing visitor co

&n, [Boeing has] a lot riding on that plane.
lnne crashed on takeoff?” After a long p
il about something pleasant—like a nucle

Boeing became

psychologically, publicly.
mmented, “You know, Mr.
What would you do if the first
ause, Allen replied, “I’d rather

ar war.”12

Again, as with the DC-8 and DC-9, rival McDonnell Douglas was slow

fommit to a jumbo jet project and fell into yet another round of catch
th Boeing. The DC-10, McDonnell Douglas’s response, never attai

lime market position as the 747.

_up
ned

AiS: A POWERFUL MECHANISM TO STIMULATE PROCRESS

§ Corporation is an excellent example of how highly visionary com-

i often use bold missions—or what we
ud bee-hags, short for

lichanism for stimulating progress, nor do all the

prefer to call BHAGs (pro-
“Big Hairy Audacious Goals
iful mechanism to stimulate progress. A BHAG is

”)—as a particularly
not the only power-

visionary companies
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e A limb—was so easy to grasp, so compelling in its own right, that it could
. . i efer to rely primarily on other gHmb: y to grasp, pelling ir ght,
use it ex'tenswely'(sorlne, like 31::/155211:: VI;IeI’)iII:iriscuSS o la}t,elr) chapters). Nones' be said one hundred different ways, yet easily understood by everyone.
mechanisms to sumulate p_I;lOgr ¢ £ this powerful mechanism in the visions When an expedition sets out to climb Mount Everest, it doesn’t need a
theless, we f9und Mggeiey] .Ence i ¢ itpin the comparison companies i I three-page, convoluted “mission statement” to explain what Mount Ev-
ary companies apd less evi enICI:: tl(;ree cases we found the visionary coms erest is. ‘Think about your own organization. Do you have verbose state-
fourteen out of e}ghteen cases. b indistingvishable fromieach other with ments floating around, yet no stimulating bold goals with the compelling
pany and comparison company found more evidence for the use of clarity of the moon mission, climbing Mount Everest, or the corporate
respect to BHAGs. In‘ e Table A.5 in Appendix3) BHAGs in this chapter? Most corporate statements we’ve seen do little to
Gs in the comparison company. (See Table A5 in Ap | ke forward Ithough some do hel th
BHAGS in ' Is. But there is a difference between merely provoke forward movement (although some do help to preserve the core).
All companies have goals. rxlllitted to a huge, daunting challenge—Iliki To stimulate progress, however, we encourage you to think beyond the
having a goal.and b;corgll%iFogl ¢ the moon mission in the 1960s. Presiden traditional corporate statement and consider the powerful mechanism of
a big mountain to climb. Think o . % and i\ BHAG. ;
4 : into a conference room : :
Kennedy and hfs ad“’lsef‘SLCO,‘ﬂg }:;Vj gg;‘: ;)pace program,” or some othd Reflecting on the challenges facing a company like General Electric,
drafted something like ’I?ltls o A g cimistic scientific assessment of thi LIEO Jack Welch stated that the first step—before all other steps—is for the
S e ftatement'f ; m::s inp1961 was fifty-fifty and most expert fompany to “define its destiny in broad but clear terms. You need an
MOGAIIBSIONS chansts i :iuc1c3 Yet. nonetheless, Congress agreed (o th Wverarching message, something big, but simple and understandable.”ts
WRLCy I fac.t, siiir pes;lsrz‘.l(l)s C"lli i ;nd billions more in the following fi Like what? GE came up with the following: “To become #1 or #2 in every
tune of an lmmedlate’ - im ion on May 25, 1961, “that this Natit tlirket we serve and revolutionize this company to have the speed and
years) with K'en.nedys pro;:am.a;l Ortlhe il ybef(;re this decade is outy Wgility of a small enterprise.”'6 Employees throughout GE fully under-
should commit itself to ac le\('ll gturni f hi,m safely to earth.”14 Given tl nod—and remembered—the BHAG. Now compare the compelling clar-
landing a man on the moon an res e thge time, outrageous. But that§ ¥ of GE’s BHAG with the difficult-to-understand, hard-to-remember
OddS}lSUCh zb(')tld Colrln‘fl[;(t)rilve;;u‘;’?n:achanism fo’r getting the United S at Vislon statement” articulated by Westinghouse in 1989:
t made it suc e ,
géﬁv gioggy from the 1950s and the Eisenhower era, moving VigorGl
forward. General Electric!” ; Westinghouse's
A Clear—and c“m“e"i“u_ﬁﬂal ' Becomi#l or #2 in e(\i/ery MTlc()talLQuslityh
: : market we serve an arket Leadership
; il HAG is clear and compelling and se e i
Lll.{e Fhe mOOI1 @SS;‘;I;,e"‘fft;ie_]foften creating immense team spirit. I¢l revolutionize this company Technology Driven
umfylng foc? poin - ation can know when it has achieved the| to have the speed and agility Global
clear finish line, so the organizatio ¥

i ‘ of a small enterprise. Focused Growth
people like to shoot for finish lines. “1 Diireifiod

A BHAG engages people—it reaches out and grabs :hem' 1;1 thfl g !,‘j‘,‘ I'he point here is not that GE had the “ri ght? goal and Westinghouse
It is tangible, energizing, highly focused. People “get it” right =

the “wrong” goal. The point is that GE’s goal was clear, compelling, and
away, it takes little or no explanation. 4 8 likely to stimulate progress, like the moon mission. Whether a com-

- b lins the right BHAG or whether the BHAG gets people going in the
y lirection are not irrelevant questions, but they miss the essential point.

gy ‘1 d 2 committee to spend endlesy | o, th&? essential point of a BHAG is better captured in such questions as:
The moon mission dl(iin t nee : meaningless, impogsil M it stimulate forward progress? Does it create momentum? Does it get
wordsmithing the goal into i I:T,er f}fe’ i elf——t’he mot fioing? Does it get people’s juices flowing? Do they find it stimulating,
remember “mission statement. o, the goa 4

il
:
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exciting, adventurous? Are they willing to throw their creative talents and“.‘
human energies into it?” (NOTE: This doesn’t mean that a visionary com-
pany pursues any random BHAG that occurs to it. An equally important
question is, “Does it fit with our core ideology?” More on this at the end of able,” but the drive for
the chapter.) i nonetheless,”
Take, for example, the case of Philip Morris versus R]. Reynolds. In Audacions Gouls,
1961, R.J. Reynolds had the largest market share (almost 35 percent), greats
est size, and highest profitability in the tobacco industry. Philip Morris, on
the other hand, was a sixth-place also-ran with less than 10 percent market ¢
share.1 But Philip Morris had two things going for it that R J. Reynold manérslgiﬁfazzmlﬁl:’clg 1907, I‘ienr}’ For d,. aforty-
didn’t. First, and certainly not to be discounted, Philip Morris had recen 1y lemocratize the aug 111)111) e W.lth an a
repositioned a little-known women’s cigarette called Marlboro as a general futomobtle.” Ford proclaimed:
market cigarette with a cowboy mascot that would prove to be a hug
success. And second, Philip Morris had something to shoot for: '»
Coming from behind, Philip Morris set the audacious goal for itself o
becoming the General Motors of the tobacco industry.20 (Back in the 1960
becoming “the General Motors of the industry” meant becoming the do -’y
nant worldwide player.) Philip Morris then committed itself to this goal an
rose from sixth to fifth, from fifth to fourth, and so on until it blastt
longtime leader R.J. Reynolds out of first place. During this same tini
period, R.J. Reynolds displayed a stodgy, good-old-boy, clubby atmosphe
and no clear, driving ambition for itself other than to attain a good return
shareholders.
Of course, Philip Morris had it easier than R.J. Reynolds: It’s mu
more motivating to come from behind and topple industry giants—Iil
David versus Goliath—than to simply hang on to number one. It’s excil I team, remembered, “Mr. F. } nson, a member of
to battle Goliath! It’s even more exciting to beat him. But the fact remal s without letup,”23 ‘ worked about forty-two
that of the five also-ran tobacco companies in the 1960, only one—Phi During this period of ¢ ’ i ;
Morris—set and attained the ambitious goal of knocking Goliath on his V) wa tcghed itfs) markc;fsﬁzz’eiie;:én]\f[ 20 (;(fs 1(50“1 9353 :.irison in the
and becoming the GM of the industry. To seriously entertain such ambit| W iumber one position in the indust Wi e
as the distant sixth-place player in an industry dominated by entrencl I%‘Om'cally, however, once Ford had achi.e
players does not suggest timidity. Indeed, following the rational model i tomobile, it didn’e set a new B
strategic planning, it would suggest arrogant stupidity, not farsighted: 0l GM set and ach
dom. We’ve sometimes used the Philip Morris situation (disguised so & b We should emphasi
not give away the punch line) with MBA students well schooled in stra Wit has not et lzegz Z:Z:vf;.r; (ilj Z:fgei{;;(; i 0rganization as
planning. Almost none of them think the company should go for th 1" wynd
cigar; as one student put it, “They don’t have the right strategic asses ‘
competencies; they should stick to their niche.” Certainly, Philip Vi
could have been wrong, long forgotten, and we wouldn’t be writing ali¢
in this book. But, equally certain, had Philip Morris timidly hel d
industry niche and not challenged Goliath, we wouldn’t be writing
them in this book, either. i

AS in the Philip Morris case, BHAGs are bold

area where reason and pru falling in the gray

dence might say “This is unreason-
Progress says, “We believe we can do it

ain e
gain, these aren’t just “goals”; these are Big Hairy

three-year-old business-

[To] build a motor car for

Sl / : ¢
| i greatmultitude. . . . Tt will be s low in

| : > man 82 good salary will be unable too —
Z;:lec: :njoy with his family the blessing of hours of pleasur:rinn célsd’s
open spaces. . ., everybody will be able to fford
everyone will have one. The horse will have dj AR i
: is
highways, the automobile will be taken for granigg.g?red i

ved its big hairy goal of democ-
HAG, became complacent, and

ieve the equally audacious goal of overcoming

Wilinalaise, you might as
L0 explicit—that you’ve »

1 look at another exampl small com;:)‘:lfn(;'n;e )
| .In
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T have been a director of Wal-Mart Stores since 1980 and have complete
confidence that the target set by Sam Walton will be attained. If
someone thought his original target set in 1977 was audacious, he or she

must be frightened by the present target.

Sincerely,
Robert Kahn
Certified Management Consultant &

Wal-Mart Director
Now, thats a BHAG! ‘

Commitment and Risk
It’s not just the presence of a goal that stimulates progress, it is also the It
of commitment to the goal. Indeed, # goal cannot be classified as 4 BE

without a bigh level of co

would be a nice goal, may|
“build this airplane even if it takes the resources of the entire compi

the early 1970s as sales of the “Big Bird” grew more slowly than
During the three-year period from 1969 to 1971, Boeing laid off a tof
eighty-six thousand people, roughly 60 percent of jts workforce.35 [
those difficult days, someone placed a billboard near Interstate 5in S

which read:

Will the last person
leaving Seattle please turn
out the lights?

We all know now that the 747 became the flagship jurbo jo
airline industry, but the decision looks much different from the pet
of the late 1960s. Yet—and this is the key point—Boeing was
make the bold move in the face of the risks. As in Boeing’s case, ?
not always come without pain. Staying in the comfort zone d‘ta,"

stimulate progress. }

')

‘.

W
mmitment to the goal. Doing the 747, for exanij
be even an audacious goal. But the commitme

Big Hairy Audacious Gog]g /1

We see a simjlar Pattern at Walt D; i i
progre:ss throughout it history l?rlsgzzai;mgzﬁi}:lzzh g:i:seflmn'ulated
;:)nnllézlﬁ;nents tobaudamous Rrojects. In 1934, Wale Disney aimedntstl)(y ;
B ignilevzrf efore done in the movie industry: creqte a successful fu]]-
. ate . feature film, In creating Spoy, White, Disney invested most
E - Ppaﬁlyj fesources and defieq those in the industry thae called j¢
cam)on}; To }(’1 After all, whe would want to gee 2 full-length feature
i ? Two e.cades Iate.r, after| a string of qu—Iength animated f]

ing Pmocc/m, thtasza, and Bamib;, b

f0mmitment to ope of « ’ ideas’ i
of “Walt’s Screwy ideas”: to build 5 radically new king of

‘I‘}‘I]elvilr)u-lally gave his life to fulfill his brother’s dream of buildin
L ;:1: i :;ney World. He 8ave up his much deserved retirementg
ed the park throughout with Disney quality, and sy the proj—,
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Furthermore, the 360 would make obsolete mostdof IB;l]:i/I zo:xlllsgtll\l/;
oduct lines. Upon public announcement of thc?j 360, dema for T
p;istin products dried up and the company found itself cor'rln'r(lint't:l?l a7 “,
feap ac%oss a deep canyon with no %;)ing ba(i};.t Iva :lsle; (3)1612 }ﬁ; zs ,thocil g,h Ge,
} i te Fortune, .
WO‘;‘JS{‘:):;;‘; ;‘ufdr Z:Zicslleg(?:;)‘;z;:p its existing make§ and models ar;(ii offi; 1
;ﬁiir place one new line of cars covering the entire spectrum of demand

i i i .39 Tom Watson, Ji
with a radically redesigned engine and an exotic fuel J
i for error. It was the biggest,
asn’t going to be much room . \ y
E?kiiitv;ecisifn I ever made, and I agonized about1 (xit f’OI;l wigks, but y
i t do. i

deep down I believed there was nothing IBM couldn '
Ironically, Burroughs (IBM’s comparison in the sm@y) hada tech1:: i

cal lead over iBM in computers. However, when the time came ;0 ,s
bold commitment to computers, Burroughs took the cons'ervatxvti1 : II:ES
ingi older lines of accounting mac L
choosing instead to concentrate on kst e
i i Boeing, Burroughs then w: !
Douglas Aircraft relative to Boein, this phase in Burroughs’ historl
1 of the market. In describing this pt : : )
lc\?lgzrl;or?ald (Burroughs’ president at the tm;e), explfl[x‘rﬁed, Sfrl;(i):tls 13 .“
j i fitability up. The re )

6 major effort was to bring pro \,
inénpﬁfclerr pr(lgram were temporary and were caused only by the fact

i ings.”41

immediately improve earnings. ‘ i

nee(i:daﬁ)l 12 discussed in the chapter on core ideology, we see :,hz“
visiongary ’behavior occurs when the company does ntl))t wewbe: "
ultimately about maximizing profitability. IBM hff\d to ; A;u}xgn 5
go for the 360 not just to make money, but because it was IBM. But, |
’t always IBM. : ‘ )
IBMBW:linin ?‘;227 the Computing Tabulating RCCOI‘dlI.Ig‘ Compan /|
as nit much m’ore than any of a hundred otherd fﬁxrly avera;ge’
. ; i it had been nearly bt
ies trying to make a go of it. In fact, it : ”
:1(1)1{25 aI::rss ;’ilorg and only survived the 1921 recession thxl'ough p
rowing 42 It primarily sold time clocks and Lvelghlr.x]g :}(‘:;l ;2nansu. :
' 43 But Thomas J. Wa {15
-two salesmen who met quota. i
ﬁlf:é,rest in seeing CTR remain an average company. He w;lr;tjd ]
any to raise its sights, to become .more—much Eoremted b
fittle Computing Tabulating Recording Company. He vlval? N
on the path of becoming a truly great corzllzany t}?f_g of :h esn "
¢ think nothing o am

d the company’s name. Today we : v
fxziir:)iez\l Business Machines”; but back in 1924, it seemed almost|

In the words of Thomas J. Watson, Jr.:

wrote:

i

A name chan

rvow: The Evolution
It s follows:4s

Big Hairy Audacious Goals  /

Father came home from work, gave mother 2 hug,

announced that the Computing Tabulating Recordin
henceforth would be known by the grand name Intern
ness Machines. I stood in the doorway of the living room thinking,
“That little outfit?” Dad must have had in mind the IBM of the

future. The one he actually ran was still full of cigar-chomping guys
selling coffee grinders and butcher scales.44

and proudly
g Company,
ational Busi-

‘We would need to increase the number of accounts from 20,000 to
Hver 400,000, complained the acco

untants. “Do you realize what
it will do to our accounting costs?”

“We’d have to open hundreds of warehouses around the coun-
" the distribution team pointed out. “We’d have to hire trucking
llpanies all over the United States to deliver to the retail stores.”
“Will the wholesalers become so furious when their P&G busi-
1§ taken away that they’ll start to boycott and refuse to sell
Ing to stores that deal directly with P&G?” asked some man-
, “That could ruin us.”

“How can P&G possibly build a sales staff large enough to visit
little grocery store in America?” asked the sales people. “The
) livision would have to be bigger than the U.S. Army!”

16 the odds, and he saw
(His confidence was pa

Il Deupree, P&G president at the time, believed in P&G’s ability

the goal of steady employment as worth
rtly based on a successful experimental

103

ge per se isn’t particularly audacious. But proclaiming itself
10 be the International Business Mac

Mitan it—represents sheer audaci
fhie “Burroughs Adding Machine

hines Corporation in 1924— and to
ty. (For the record, Burroughs remained
Company” until 1953. We doubt that this
diime had the same impact on Burroughs employees’ sense of their future as
It name International Business Machines had over at IBM.)
liven highly conservative Procter & Ga
WHAGs. In 1919, for example,
Id provide steady emplo

tribution system,
iolesalers ordere

mble has periodically used bold
P&G set the goal to reach a point where it
yment for its workers by revolutionizing the
bypassing wholesalers, and going straight to retailers,
d large quantities and then, like a snake digesting a large
» thus forcing P&G into hire-and-fire
s of high and slack demand.) According to Oscar Schisgall in Eyes on

of Procter & Gamble, the internal debate on the goal
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effort to go directly to retailers in New England.) P&G went forward with becoming zpe company that ch
the idea and figured out how to make it work. By 1923, P&G had achieved

ucts as being of poor quality.
s e e A Therein lies one of the madd

anges the worldwide image of Japanese prod-

‘ companies. ening paradoxes behind the ViSionarY
On August 1, 1923, a statement of more than usual interest to the
world of labor and industry was announced by Procter & Gamble |
Company. This was a guarantee of steady employment to the em- 4 T
ployees of the company in plants and offices located in thirty cities HE BHAGS looked m

in the United States. This epoch-making announcement meant that
for the first time in American industry, the thousands of employees
of one of the country’s largest corporations were assured of steady 4;
employment the year round, regardless of seasonal depressions in
business.*6 !

A Let’s make an analogy ¢ in climbj
In describing such commitments, Deupree explained: 1 Mimber scale  cliff Withi};tz E;Z?;?i:lgﬁbmﬁ' I;m
1 ; s, she die

old and risk-seeking,

gine watching a rock
s. To the uninformed
if not foolhardy. But

We like to try the impractical and impossible and prove it to be both
practical and possible—if it’s the right thing to do in the first
place. . . . You do something you think is right. If it clicks, you give it

a ride. If you hit, mortgage the farm and go for broke.4 1

[l

Colgate, in contrast, showed much less self-initiative than -‘“
throughout its history in launching new, audacious, or innovative proj
As with the path straight to retailers, Colgate found itself time and again
step behind P&G, in a reactive follow-the-leader mode. (We will 1
thoroughly discuss the P&G/Colgate contrast in later chapters.)

i y mechanism

. , : at work i i
sl 1 ! leadership, Returning to the moon Bl e

One of our research assistants observed that highly visionary com)
seem to have self-confidence bordering on hubris (the dictionary d
bubris as “overbearing pride, confidence, or arrogance”). We camg
this the “hubris factor.” In mythological terms, you might think
taunting the gods.
To set Big Hairy Audacious Goals requires a certain level of ul
able confidence. It’s not reasonable to commit to the Boeing 707
The IBM 360 was not prudent, nor was it humble for a midsize |
scale seller to proclaim itself to be the International Business |
Corporation. It’s not cautious to create Disneyland. Its not il
declare, “We will democratize the automobile.” It was almost fo Il
Philip Morris—as the runt child of the tobacco industry—to tal
Reynolds. It’s almost absurd to proclaim as a small company tl

i (o urge, prod, inspire—to “lead”
| , insp to “lead” to the moon, After Kennedy’s

d the issi i
il mtootri1 mission become any Jess Inspiring? Did it grind to a
0Ing to the moon cease to Provide a sense of national momen-

fiturn for a moment to our letter from Robert Kahn, the Wal-

!
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Mart director. He wrote the letter on January 10, 1992—the same time tha't‘?
Sam Walton was in the final months of his battle with bone cancer, which'
ended his life on April 5, 1992. Nonetheless, even with Walton’s rapidly.
deteriorating health, Kahn expressed “complete confidence” that Wal-Mart
would meet the goal. Whether Wal-Mart will become a $125 billion com
pany by the year 2000 remains to be seen as we write these words, but the
goal still exists—pulling the company forward like a magnet—even witho ‘1
the charismatic leadership of Sam Walton. By setting such an audacio
BHAG, Walton left behind 2 powerful mechanism for stimulating progress
The goal transcended the leader. i
The goal also transcended the leader at Boeing. Certainly, William Allef
played a key role in getting the company committed to the 747, but the ga
itself became the stimulus for vigorous movement, not William Allen. In fac
T. A. Wilson, William Allen’s successor, became Boeing’s president and chi
executive officer in 1968, with the 747 still in development and the compil
" yetto face the nearly fatal task of surviving the initial slow sales of the big w(
Boeing did not grind to a halt or become lethargic after Allen’s retiremel
not with the very survival of the company at stake, and certainly not with'
most amazing commercial airplane in history yet to be born. Keep in mﬁ;h
that Boeing used this mechanism for stimulating progress long before W
liam Allen (the P-26, the B-17, and others) and long after the tenus
William Allen (the completion of the 747, and then the 757 and 767):
repeated commitment to BHAGs has been a key mechanism—part n;i
“ticking clock”—at Boeing through (so far) six generations of leades
In contrast, McDonnell Douglas’ lack of forward progress relati
Boeing can be traced in large part to the personal leadership style of
McDonnell. Business Week ran an article on McDonnell Douglas it
entitled “Where Management Style Sets Strategy,” wherein it detail®
“Mr. Mac’s” style of “measuring every risk carefully, being highly con
tive ... produce[s] a strategy without debating it around the table
Boeing, audacious commitments to bold, daring projects became 4 I
teristic of the institution—regardless of the leader in charge. At Mell
Douglas, the risk-averse, stick-in-the-mud approach to commercial
was a characteristic of the individual leader in charge. Again, we &t
building at Boeing and time telling at McDonnell Douglas (and &
good time telling, at that). ‘

Sony also made the use of BHAGs an institutionalized habitss

Jife. Nick Lyons, who delved into the inner workings of Sony’s man
processes for his book The Sony Vision, wrote: “Target. A word
repeated over and over—in English—I[inside Sony].”4? D
Kikuchi, Sony’s director of research in the mid-1970s, described
the importance of this embedded process (paraphrased): k

Though it is widely rumored that Sony spends a vastly greater

I[l):)tzportion ’(I)‘fl'l grgss sales on research than other firms, this is simply
$0. ... Lhe difference between our effo ]
liffer . rts and those of
{)a;psﬁlese companies lies not in the level of technology, or th: ql(l):ﬁer
: Ie engineers, or even in the amount of money budgeted fct)i‘,
2 :tx:t:) 1ci)p}:nent (ab;)ut 5% of sales). The main difference lies in the
shment of mission-oriented re h o
L T : search and proper targets.
panies give their research 7
don’t; we find an aim, 2 ve I o
; » a very real and clear target and th i
the necessary task forces ¢ j St
o get the job done. Ibuka taugh
once the commitment to i . e
g0 ahead is made, never gi i
pervades all the research and development work at Sig; 5:)1P' i

AGS and the “Posthersic Leader Stall”

" rp:}rlati((l)ns regularly face the dilemma o

I' the departure of hi i
uposthefoic le:do hlgi}lljy energetic leaders (often founders). We saw
. cr stall” at a2 number of comparison companies in our
b,’la e eou(g: shr(lafter Boyer), Chase Manhattan (after Rockefeller), Co-
r Cohn), Howard Johnson (after Johnson, Sr.), Melville Eafter

lville), TT (after Ha 7
4 ; ggarty), Westingh. .
iie), and Zenith (after MacDonald). ui g?js’t(:ieihifeorge Westing-

f how to maintain momentum

W long into the future?)

‘::ZSIEHI% Citicor'p, for example, we noticed that the company con-
g ofo1 . ,daudlaiicwli:1 g&als to move itself forward through ml):ltiple
1] adership. € 1890s, City Bank (as Citi
' : tico
Wl:;i F&;xll uil:lspectacular regional bank with only a presidel?t) :V 2:s$§;1
: ot employees. Yet president James Stillman set t’he almost’

(but certainly stimulagi i
erta ating) aim “to become i
A financial journalist wrote in 1891: Pk i

[lteams of a i

great national bank, and thi ;
ity Banlf. It is what he is trying nks i
i animates his actions. He js i

A

|
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dividends, but towards an ideal . . . to make it great in domestic and
in international finance: that is the dream of James Stillman.”s2

g

trace the conception of this BHAG to Sull-

Although we can certainly
man himself; it took a life of its own
long into future generations. Frank Vanderlip,

dent, wrote in 1915 (a quarter of a century after Stillman’s “dream” and si "
years after Stillman moved to Paris in retirement): i

and propelled the company forwar’:'
Stillman’s successor as presi=

il
11

I am perfectly confident that it is open to us to become the most
powerful, the most serviceable, the most far-reaching world finan-
cial institution that has ever been.53

A bold goal indeed, especially for a bank that a year earlier had ,

“eight vice presidents, ten junior officers, and fewer than five hundred ot i

employees . .. at a single location on Wall Street.”5* Then, in the ne

generation, Charles Mitchell echoed the same go-forward tune in a 19
speech to employees:

“We are on our way to bigger things. The Natiof
City Banl’s future is brighter than it has ever been. ... Weare getting rei
now to go full speed ahead.”ss Going “full speed ahead”—in pursuit o ifjw‘
great ambitions first dreamed in the late 1880s—City Bank grew from b
million total assets in 1914 to $2.6 billion of assets in 1929, an average an
growth rate of over 35 percent. '

City Bank, like most banks, struggled through the 1930s, but g
World War II it flew forward—through five further generation
leadership—with heightened energy toward Stillman and Vanderlip’ an
tion of becoming “the most far reaching financial institution there hay
been.” George Moore (president from 1959 to 1967) sounded a lot liki
predecessors of half a century earlier when he said:

Around 1960 . . . [we decided that] we would seek to perform evey
useful financial service, anywhere in the world.56 |

Note the consistency across the generations. Yes, each generati n-‘»i |
chief executive. And yes, the original Citicorp dream traces bac :
original architect. But the goal itself transcended that architect, 4l
predisposition to go for the audacious became an embedded pattent
institution. i

Chase Manhattan (Citicorp’s comparison in the study) had si mil
bitions and, in fact, the two banks vied with each other as fierg
Throughout the twentieth century, Citicorp and Chase we

Big Hairy Audacious Goals / 1pg
each other for end-of-year first.
19.5_4 to 1969 they ran almost
Citicorp pull aheaq of Chase

Chase.
ase. We acknowledge thae P stumbled in the Jage 1980s and early

1990s. But so did Chase and th
; ey h
fommercia] banks haqg hard timeg i’n tzili(i ?’;g(;s?f . b

Yet, even with their similarities, there was 4

place honors in terms of assets and from
dead evep.s7 Not until 1968, in fact, did

foi good, eventually reaching twice the size of
Citicor

significant difference be-

and Promoting
developed,” he
Chase, in contrast,
ategies (time telling)

our g ave been attainable, 759
Primarily on market and product s¢r
ock-building strategieg,

0’t nearly ‘the capaci
med.one of his managers. “We’]] neve?’sell that

il

1l
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4

The same little company that began life doing B-battery eliminagoy HIIMIEUNES FOR nmsr MMMGEBs, AND ENTHEPHENE"“S
repairs for Sears radios and making jerry-built car radios has continugll
propelled itself forward via bold goals and reinvented itself over and ovs & 'l'hough we've Written

points on earth,63
Zenith, like Motorola, did have 2 few BHAG:S in its early history; |
goal to make FM radio 4 pervasive reality, early commitment to be 3. m

crucial point—Zenith, unlike Motorola, did not display an o7 ganizan
propensity for setting bold, audacious goals after the death of its fom i
1958. By the early 1970s, “innate cautiousness” pervaded Zenith, k!

seribed by its controller in 1974. 4
Ui WIS for most g

It’s hard to explain why a decision is made 7ot to do somethir #e covered mmost of the key points ahoyt BHAG: a5 v’

There are a number of reasons behind it—including innate i the text of thi chapter. Here 47 2 few key take-aws i
tiousness. For one thing, we’ve always had our hands fu]] with [oug SHIELO keep in mind o you consider BHA G for your o ey i
current markets] and we’ve always tended to stick with what g ¥ I Organiza-
peared to be the biggest payoff and what we knew how ¢ i

best. ... We didn’t fee] we could compete . . . in those [new] my A(_; should be 5o

kets unless we were willing to sacrifice some of our margin, and Wiliition. Remem},

were unwilling to do that. We are basically a U.S, company Woing to 100D—not § “sparerm
likely to stay that way.64 M Wl then its juse nota BHAG,
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= A BHAG should fall well outside the comfort zone. People in the

organization should have reason to believe they can pull it off, yet it
should require heroic effort and perhaps even a little luck—as with the' Care 1o Preserys @
IBM 360 and Boeing 707. / : BHAG(s) to Stimulate Prograss
= A BHAG should be so bold and exciting in its own rzght that it would Being on the leading edge i e g
€ s 2

continue to stimulate progress even if the organization’s leaders disap=
. peared before it had been completed—as happened at Citibank ang
Wal-Mart. Ml
= A BHAG has the inherent danger that, once achieved, an organizatiof
can stall and drift in the “we’ve arrived” syndrome, as happened at
Ford in the 1920s. A company should be prepared to prevent this by
having follow-on BHAGs. It should also complement BHAGs d»
the other methods of stimulating progress.
= Finally, and most important of all, a BHAG should be consistent with
company’s core ideology. ‘

of aviation; being pi-
oneers; risk-taking

707,747,

Seek superiority in all we
undertake; Spend a lot of
time making customers

happy.
We are  sbout cars—

especially cars for the av-
erage person.

Commit to a $5 billion
gamble on the 360; meet
the emerging needs of our
customers.

(Ford)
>

(43 5
Democratize the auto-
mobile.”

Tapping the “latent cre-

ative power within us”;

self-renewal; continual

improvement; honorably

serve the community via
great products.

(Motorola)
«—>

Invent a way to sell
100,000 TVs at $179. 95;
Attain  six-sigma quality;
win the Baldridge Award;
launch Iridium.

Preserve the Core and Stimulale Pragress

BHAGs alone do not make a visionary company. Indeed, progress alon
no matter what the mechanism used to stimulate progress—does not mak
visionary company. A company should be careful to preserve its core while pz{
ing BHAGs. 4

For example, the 747 was an incredibly risky venture but along the "
Boeing maintained its core value of product safety and applied the
conservative safety standards, testing, and analysis ever to a comme ‘l
aircraft. No matter what the financial pressures, Walt Disney preserve
core value of fanatical attention to detail while working on Snow
Disneyland, and Disney World. Merck, in keeping with its core va \
imagination, sought preeminence primarily by creating new breakth
innovations, not by creating me-too products. Jack Welch at GE mi
clear that attaining number one or number two in a market at the expei
integrity would be unacceptable. Citicorp continually reinforced its el
meritocracy and internal entrepreneurship throughout its expansive Wing happiness to mil-
to become the “most far-reaching world financial institution that ha 8" fanatical attention
been.” Motorola never abandoned its basic belief in the dignity ¢
respect for the individual throughout all of its big, hairy, self—selec d
lenges. i

Furthermore, the visionary companies didn’t launch blindly td
random BHAG, but only toward those that reinforced their core id@
and reflected their self-concept. Notice the link between core and “’
the following list: s

Winning—being the best

ind beating others; Per-

tonal freedom of choice is
worth defending.

(Philip Morris) Slay Goliath and become j
the front-runner in the to-
bacco industry, despite the
social forces against smok-

ing.

Hlevation of the Japanese
Wulture and national sta-
il being a pioneer, doing
' the impossible.

Change the worldwide jm-

age of Japanese products as

poor quality; create a pock-
etable transistor radio.

(Disney)
<>

Build  Disneyland—and
build it to our image, not
industry standards.

detail; Creativity,
‘nams imagination.

#ibtving and improving
life; medicine is for
putient, not for the
Wiy, imagination and
Innovation.

(Merck)
“—>

Become the preeminent
drug maker worldwide, via
massive R&D and new
products that cure disease.
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Revolutionizing the railroad business would certainly have been a ‘3
BHAG for Ford in 1909; but Ford wasn’t #bout railroads, it was about cars.
Creating the cheapest radios in history, regardless of quality or mnovat10n,
would certainly have been a BHAG for Sony in 1950, but it wouldn’t have ﬁt
with Sony’s self-image as ploneers of innovation and key players in the task
of elevating Japan’s status in the world. Reinventing itself entirely away from)
the tobacco industry after the Surgeon General’s reports would certainly:
have been a BHAG for Philip Morris in the 1960s, but how would it have ﬁ
with the company’s self-conception as the defiant, fiercely independent;
{free-thinking, free-choosing, individualistic Marlboro cowboy? It wouldn't,

Yes, any BHAG exciting to people inside your company would stimulate
change and movement. But the BHAGs should also be a powerful statement
about the company’s ideology. In fact, BHAGs can help to reinforce one of
the key sets of mechanisms for preserving the core ideology: a cult-liki
culture, the subject of our next chapter. To defy the odds, to take on big hairy "
challenges—especially if rooted in an ideology—does much to make peopls
feel that they belong to something special, elite, different, better. !

We return once again to a key aspect of a visionary company: the pow
ful interplay between core ideology and the drive for progress which e
together like the yin and yang of Chinese dualistic philosophy. Each elem
complements and reinforces the other. Indeed, the core 1deology .aL
progress by providing a base of continuity from which a visionary comp
can launch the corporate equivalent of the moon mission; likewise, progie
enables the core ideology, for without change and movement forward, t
company will eventually cease to be viable. Again, it’s not either core
progress. It’s not even a nice balance between core and progress but ratk
two powerful elements, inextricably linked and both working at full ford
the ultimate benefit of the institution. A GE employee eloquently des ;u
the dynamic interplay between core and progress while discussing the ¢
pany’s BHAG to “become #1 or #2 in every market we serve and revolu 0
this company to have the speed and agility of a small enterprise”:

Chapter B

“GE ... We bring good things to life.” Most wouldn’t admit it, w'
everyone at GE gets chills when they hear that jingle. The simp ‘
corny phrase captures how they feel about the company. ,
means jobs and growth for the economy, quality and service for il

customer, benefits and training for the employee, and challenge l
satisfaction for the individual. It means integrity, honesty, and l
alty at all levels. And without this reservoir of values and commitmie
Welch could not have pulled off his revolution. [emphasis hers]65

@ : nsks,

L

" Robert responds.

e my friend, Laura,

CULT-LIKE
CULTURES

Preserve
the Core

Stimulate
Progress

Now, I want you to raise your right hand—and
remember what we say at Wal-Mart, that a promise
we make is a promise we keep—and I want you to
repeat after me: From this day forward, I solemnly
promise and declare that every time a customer
comes within ten feet of me, I will smile, look him

in the eye, and greet him. So help me Sam.
SAM WALTON, TO OVER ONE HUNDRED THOUSAND WAL-
MART ASSOCIATES viA TV SATELLITE LINK-UP, MID-1980s!

IBM is really good at motivating its people; I see
that through Anne. [She] might be brainwashed by
some people’s standards, but it’s 2 good

brainwashing. They really do instill a loyalty and :
drive to work.

SPOUSE OF IBM EMPLOYEE, 19852

i 80 why do you want to work at Nordstrom?” the

; tells me it’s the best place she’s ever
She gushes about the excitement of working





