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    Book Abstract


    Main Theme


    The creation of a viable and successful company organization which grows and prospers is the most impressive achievement in the business world. The best companies in history are the visionary companies.


    Visionary companies are the premier companies operating in any business field. These companies have a worldwide reputation for excellence in their chosen field. Visionary companies prosper over a long time period, through multiple product life cycles and multiple generations of active leaders.


    Visionary companies are world-class corporations such as 3M, American Express, Boeing, Citicorp, Ford, General Electric, Hewlett-Packard, IBM, Johnson & Johnson, Marriott, Merck, Motorola, Nordstrom, Phillip Morris, Procter & Gamble, Sony, Wal-Mart and Walt Disney.


    The same guiding intangibles and real world mechanisms which these companies used to become visionary companies can be adapted and used by almost any company seeking growth and progress.


    Important Note About This Ebook


    This is a summary and not a critique or a review of the book. It does not offer judgment or opinion on the content of the book. This summary may not be organized chapter-wise but is an overview of the main ideas, viewpoints and arguments from the book as a whole. This means that the organization of this summary is not a representation of the book.


    Summary of Built To Last (James Collins & Jerry Porras)


    1. VISIONARY COMPANIES


    Main Idea


    In the final analysis, the creation of a viable and successful company organization which grows and prospers is the most impressive achievement in the business world. The best companies in history are the visionary companies.


    Visionary companies are the premier companies operating in any business field. These companies have a worldwide reputation for excellence in their chosen field. Visionary companies prosper over a long time period, through multiple product life cycles and multiple generations of active leaders.


    Supporting Ideas


    Creating and building a visionary company does not require a great product idea or a charismatic leader. In fact, most companies that start on the strength of a great product or a strong leader struggle to ever fully reach their potential. Most of the highly successful companies actually started with rather vague concepts about what the company would do.


    In fact, rather than seeing a visionary company as a vehicle for a new product, it is in fact more accurate to see the products as a vehicle for the company. From this perspective, the company persists beyond any one specific idea - good or bad.


    Most successful visionary company builders are highly persistent. They might be willing to revise or improve any idea that has not worked out in practice, but they never give up on the company and its future. If the success of a company depends on the success of the first product alone, there will be problems. If the product fails, people may give up on the company. Conversely, if the product succeeds, the company may be tempted to stick with that product too long even after the company should move on to other projects.


    A continual stream of great products and services flow from visionary companies as a direct result of these companies being outstanding organizations, not the other way around. Visionary companies have an uncanny ability to continually change and evolve across numerous product life cycles.


    Visionary companies also have the organizational strength to transcend and outlast any individual founder or leader and remain energetically committed to success over a number of generations.


    Being dynamic and charismatic as a business founder is not a disadvantage, neither is it a prerequisite. Some of the most successful visionary companies have been founded by people who are strong willed but low key in their personalities.


    Examples of Early Start-Up Stories of Visionary Companies


    Most of the companies that are now accepted as world-class within their own business field struggled to get up and operating. Yet, despite slow beginnings, these companies have risen above their competitors and developed into the powerhouses of today.


    Some examples:


    
      	
        3M

        Founded in 1902 to operate a mine which failed after selling only one ton of material. Moved into sandpaper manufacture in 1905 and gradually added more products. Today, one of the most dynamic and innovative companies in history.

      


      	
        AMERICAN EXPRESS

        Founded in 1850 as a freight company which entered the travelers cheque business when the company president had trouble cashing a personal cheque while overseas.

      


      	
        BOEING

        Founded in 1915 to manufacture airplanes, preferably using wood (since William Boeing was an ex-lumber merchant). His first airplane failed and the company was so desperate for business in the early days that it manufactured furniture.

      


      	
        GENERAL ELECTRIC

        Started in 1892 by Thomas Edison, GE developed direct current systems while the competitors concentrated on alternating current technology which eventually prevailed in the U.S. GE struggled until it moved to A.C. technology.

      


      	
        HEWLETT PACKARD

        Commenced business in 1937 in the electronics field, struggled through early days with contract engineering jobs. In 1939, the company sold a few oscilloscopes and 17 employees by 1941.

      


      	
        MARRIOTT

        Started in 1927 with an A&W root beer stand which later began offering Mexican food. Within three years, the Marriott had three outlets running 24-hours a day and decided to expand further afield.

      


      	
        MOTOROLA

        Commenced operating in 1928 building battery eliminators and handling service work. Began manufacturing car radios in 1930 and after a long struggle finally turned profitable and then moved on to other products.

      


      	
        PROCTOR & GAMBLE

        Proctor, a candle maker and Gamble, a soap maker decided to pool their efforts to sell soap and candles in 1837. (About 18 companies were doing the same thing at that time). The company turned profitable in 1847 and has expanded its product line over the years.

      


      	
        SONY

        Began operating in Japan in 1945 to apply technology to consumer products. Struggled to keep operating by selling heating pads until the company moved on to tape recording machines. Developed the pocket radio in 1955.

      


      	
        WALT DISNEY

        Walt couldn’t find a job in the movie business in 1923 so he started his own company doing animations. Struggled to survive until 1928 when Mickey Mouse was introduced.

      


      	
        WAL-MART

        Sam Walton opened a shop in 1945 but he lost his lease in 1950. He moved to Arkansas and had another two stores open in a short space of time, and opened his first large store in 1962.

      


      	
        FORD

        Founded in 1903 – Henry Ford’s third company in as many years – the Ford Motor Company introduced the Model A successfully. The company’s real success began in 1908 with the introduction of the revolutionary Model T.

      


      	
        IBM

        Started in 1890 as the Computing, Tabulating, Recording Company, IBM struggled until 1914 when Thomas Watson Sr. was hired. The company moved into leadership in tabulating machines and eventually computers.

      

    


    Key Thoughts


    “As I look back on my life’s work, I’m probably most proud of having helped to create a company that by virtue of its values, practices and success has had a tremendous impact on the way companies are managed around the world. And I’m particularly proud that I’m leaving behind an ongoing organization that can live on as a role model long after I’m gone.”


    — William Hewlett, Cofounder, Hewlett-Packard


    “I have concentrated all along on building the finest retailing company that we possibly could. Period. Creating a huge personal fortune was never particularly a goal of mine.”


    — Sam Walton, Founder, Wal-Mart


    2. Clock building, “and” versus “or”


    Main Idea


    The company itself is the ultimate creation of the builders of visionary companies, not the products the company offers to consumers. It is a case of clock building (creating something that will last for a long time) versus time telling (single product successes).


    Visionary companies do not limit themselves to one choice or another. Instead, they embrace the growth opportunities that are available through the pursuit of two completely different objectives.


    Supporting Ideas


    The ongoing stream of superior products and services that visionary companies generate are a direct result of the company being an outstanding organization, not the other way around.


    All products, no matter how visionary, eventually become superseded. The long-term successful organizations have the ability to continually change and evolve beyond existing products into new, untapped areas.


    Many conventional companies believe there are serious constraints on what can and cannot be achieved. For example, it is commonly assumed a company can either create wealth for its shareholders or do good for the world.


    Visionary companies generate much of their driving force by seeking to turn any “OR” choices such as that into “AND” situations. In other words, a huge amount of positive energy is created by actively trying to achieve two distinct objectives which seem to be mutually exclusive.


    For example, visionary companies seek strong long-term growth, but not at the expense of short-term profits. And they seek dynamic growth without changing their core values. The business of overcoming these contradictions creates a situation of tremendous synergy and forward momentum.


    It is a business paradox which visionary companies excel at overcoming.


    Key Thoughts


    “When I talk to business schools occasionally, the professor of management is devastated when I say that we didn’t have any plans when we started - we were just opportunistic. We did anything that would bring in a nickel. We had a bowling foul-line indicator, a clock drive for a telescope, a thing to make a urinal flush automatically and a shock machine to make people lose weight. Here we were, with about $500 in capital, trying whatever someone thought we might be able to do.”


    — Bill Hewlett, Cofounder, Hewlett-Packard


    “Somehow over the years folks have gotten the impression that Wal-Mart was something that I dreamed up out of the blue as a middle aged man, and that it was just this great idea that turned into an over-night success. But our first Wal-Mart store was totally an outgrowth of everything we’d been doing since 1945 - another case of me being unable to leave well enough alone, another experiment. And like most overnight successes, it was about twenty years in the making.”


    — Sam Walton, Founder, Wal-Mart


    “The test of a first rate intelligence is the ability to hold two opposed ideas in the mind at the same time, and still retain the ability to function.”


    — F. Scott Fitzgerald


    “Disneyland will never be completed as long as there is imagination in the world.”


    — Walt Disney


    2. More than profits


    Main Idea


    A fundamental ingredient of any visionary company is a core ideology – core values and a sense of purpose beyond simply making money – that guide and inspire company personnel and remains ingrained over long periods of time.


    Supporting Ideas


    The core values of a visionary company frequently lead the company to participate in projects which are aligned with these core values, regardless of whether those projects create long-term business benefits for the company.


    A primary element in the development and nurture of visionary companies is a set of basic precepts or a core ideology that serve as guiding principles and a dynamic shaping force for the business enterprise. Maximizing shareholder wealth has not been the dominant primary objective of any of history’s most successful visionary companies.


    While visionary companies require core ideologies, there is no single “magic” ideology that is shared by all visionary companies that should be copied. The critical issue is not to mimic others, but to develop a core ideology that you personally feel passionate about and motivated by.


    The successful visionary companies do not adopt a core ideology simply because it is the thing to do. It goes deeper than that. The core ideology creates a pervasive culture within the company which is so intense that anyone not aligned with it finds the company hard to work for.


    An ideal core ideology is made up of core values (the company’s two or three enduring guiding principles) and purpose (reasons for the company’s existence beyond just making money.) Visionary companies always move into exciting new business areas without losing sight of their ideals and core ideologies.


    Key Thoughts


    “Our basic principles have endured intact since our founders conceived them. We distinguish between core values and practices: the core values don’t change, but the practices might. We’ve also remained clear that profit – as important as it is – is not why the Hewlett-Packard Company exists; it exists for more fundamental reasons.”


    — John Young, Cofounder, Hewlett-Packard


    “Sony is a pioneer and never intends to follow others. Through progress, Sony wants to serve the whole world. It shall be always a seeker of the unknown. Sony has a principle of respecting and encouraging one’s ability and always tries to bring out the best in a person. This is the vital force of Sony.”


    — Akio Morita, Chief Executive, Sony


    “Maximizing shareholder wealth has always been way down the list. Yes, profit is a cornerstone of what we do - it is a measure of our contribution and a means of self-financed growth – but it has never been the point in and of itself. The point, in fact, is to win, and winning is judged in the eyes of the customer and by doing something you can be proud of. There is symmetry of logic in this. If we provide real satisfaction to real customers – we will be profitable.”


    — John Young, Chief Executive, Hewlett-Packard


    “Boeing is always reaching out to tomorrow. This can only be accomplished by people who live, breathe, eat and sleep what they are doing. I am associated with a large group of knowledgeable dedicated people who eat, breathe and sleep the world of aeronautics. Man’s objective should be opportunity for greater accomplishment and greater service. The greatest pleasure life has to offer is the satisfaction that flows from participating in a difficult and constructive undertaking.”


    — Bill Allen, Chief Executive, Boeing


    3. Preserve the core/stimulate progress


    Main Idea


    The essence of a visionary company is a paradox – visionary companies have an amazing ability to move forward and evolve with their markets while simultaneously staying true to their essential core ideology.


    Supporting Ideas


    Visionary companies have an enormous drive to go further, to do better and to create new possibilities. They typically have a curious mix of self-confidence and self-criticism.


    Self-confidence allows a visionary company to set far-reaching and highly ambitious goals, frequently flying in the face of conventional wisdom and market opinion. It simply does not occur to visionary companies that they might fail.


    At the same time, a healthy dose of self-criticism makes a visionary company change and improve, usually before the outside world is even aware a change is needed. This requires self-discipline and a willingness to move forward and adapt.


    Most visionary companies seek to be both highly progressive and highly ideological. The dynamics created by this interplay between two seemingly conflicting ideals can be extraordinarily powerful. The existence of a core ideology provides a base of continuity from which progress can be launched. At the same time, an ongoing drive for forward progress enables the core ideology to remain valid and relevant to the company.


    Visionary companies develop formal and highly structured ways to institutionalize both core ideologies and an enthusiasm for forward progress into the fabric of the company. In tangible and specific ways, visionary companies translate their intentions into reality. Strategies, tactics, systems, structures and organization are all designed to work together in concert.


    Key Thoughts


    “If an organization is to meet the challenges of
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    Examples of bold, impressive goals


    
      	General Electric

        
      


      	Henry Ford

        
      


      	Boeing Aircraft Company

        
      

    


    Key Thoughts


    

    

    

    

    

    Main Idea


    

    Supporting Ideas


    

    
      	Intense total immersion orientation and training programs.


      	Rigorous promotion from within traditions.


      	Awards and contests for outstanding accomplishments which are in line with the core ideology.


      	Ongoing incentive programs linked to ownership shares in the company.
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      	A tradition of vigorous action. Whatever happens, don’t sit still. Keep moving.


      	An acceptance that mistakes will be made and accidents will happen. Failures are an integral aspect of evolutionary progress.


      	Take small steps that won’t break the bank if they don’t pan out as expected.


      	Give people the room and resources they need to try an original idea.


      	Build tangible business mechanisms that encourage and reward innovators who are trying new ideas.


      	The company’s core ideology must be preserved while stimulating evolutionary progress. Every new product developed must fit the company’s core ideology.
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      	Boeing assigns managers to look at products as if they worked for their fiercest rival, and to unearth weaknesses to exploit and strengths to leverage.


      	Wal-Mart keeps a “Beat Yesterday” ledger which tracks sales figures on the same day one year ago. This year has to be up on last year day by day, or there are serious problems.


      	General Electric have groups of employees who put forward concrete proposals to managers who must make a decision on the spot and follow through on those decisions.


      	Merck yields market share as products become commodities, forcing the company to produce new innovations to grow and prosper.


      	Hewlett-Packard rates all employees relative to their peers, and insists on a pay-as-you-go no debt policy whenever the company decides to develop new products.
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      	Painting the whole picture.

        

        
      


      	Sweating the small stuff.

        

        
      


      	Focus, not broad beam.

        

        

        

        
      


      	Weed out any misalignments.

        

        
      


      	Keep the core while inventing new methods.
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