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• T,.y a Lot of Stuff and Keep What Works: High levels of action and 
experimentation-often unplanned and undirected-that produce 
new and W1expected paths of progress and enables visionary com­
panies to mimic the biological evolution of species (stimulate.s 
progress). 

• Home-grown lvlanagement: Promotion from within, bringing to senior 
levels only those who've spent significant time steeped in the core 
ideology of the company (preserves the core). 

• Good Enough Never Is: A continual process of relentless self­
improvement with the aim of doing better and better, forever into the 
future (stimulates progress). 

\Ve will provide examples, anecdotes, and ~ystematic evidence to sup­
port and illustrate each of these methods. As you read each of these chapters, 
we encourage you tu use our overall framework as a guide for diagnosing 
your own organization: 

• Has it made the shift in perspective from time telling to dock building? 
• Does it reject rhe "Tyranny of the OR" and embrace the "Genius of the 

AND"? 
• Does it have a wre ideology-core values and purpose beyond just 

making money? 
• Does it have a drive for progress-an almost primal urge for change and 

forward movement in all that is not part of the core ideology? 
• Does it preserve the core a,id stimulate progress through tangible prac­

tices, such as Big Hairy Audacious C'-.oals, home-grown management, 
and the others described throughout the remainder of this book? 

• Is the organizati()n in alignment, so that people receive a consistent set 
of signals to reinforce behavior that supports the core ideology and 
achieves desired progress? 

\\'hen you finish reading the next sil{ chapters, you should have a sizable 
mental list of specific, tangible things that might make sense for you to 

implement in your own organization to make it more visionary. It doesn't 
matter whether you're a CEO, manager, individual contributor, or enrre­
preneur. You can put these ideas to work. 

0 

••• ,11, 5 816 HAIRY 
AUDACIOUS GOALS 

Far better to dare mighty things, to win glorious 

triumphs, even though checkered by failure, than to 

take rank with chose poor spirit5 who neither enjoy 

much nor suffer much, became they live in the gray 

twilight that knows not victory, nor defeat. 

TH£(l!l011.!C R<>OSEIIUT, 18991 

\Ve worked furiously fto realize our goals]. Because 

we didn't have fear, we could do sumething drastic. 
AlliARU JBUK.-\, FOL'NDER. SONY CO&PORATION, l 991' 

Of all the things I've done, the most vital is 

coordinating the t~lents of those who work for us 

and pointing them coward a certain goal. 
W-1.LTICR ELIAS DISNEY, FO\JNDER, WALT DISNEY 

COMPANY, 1954' 

Put yourself in the shoes of Boeing's management 
team in 1952. Your engineers have the idea to build a large jet aircraft for the 
commercial market. Your company has vinually no presence in the com­
mercial market and your earlier commercial attempts have been failures. 
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You've been building aircraft primarily for the military (B-17 Flying For-' 
tress, B-29 Superfortress, B-52 jet bomber) and four-fifths of your business 
comes from one customer-the Air Force.4 Furthermore, yow- sales force 
reports that commercial airlines in both the United States and Europe have 
expressed little interest in the idea of a commercial jet from Boeing. The 
airlines have an anti-Boeing bias-a "they build great bombers, period~ 
attitude. No other aircraft company has proved that there is a commercial 
market for jet aircraft. Rival Douglas Aircraft believes that propeller-driven 
planes will continue to dominate the commercial market. Your company still 
has memories of the painful layoffs from fifty-one thousand employees 
down to seventy-five hundred after the end of World \,Var II.5 And, for the 
clincher, you estimate that it will cost about three times your average annual 

. after-tax profit for the past five years-roughly a quaner of your entire 
corporate net worth-to develop a prototype for the jet.6 (Forrunately, you 
believe that you could also offer this jet aircraft to the military as a fueling 
plane for the military, but you still need to g-amble the $15 million of your 
own money to develop the prototype.)? 

\i\'hat should you do? 

If you're Boeing's management, you defy the odds and commit to the 
audacious goal of establishing yourself as a major player in che commercial 
aircraft industry. You build the jet. You call it the 707. And you bring the 
commercial world into the jct age. 

In contrast, Douglas Aircraft {later to become McDonnell-Douglas, 
Boeing's comparison counterpart in our study) made the explicit decision to 
stick with pist0n propellers and take a cautious wrut-and-see approach to 
commercial jet aircraft.8 Douglas waited and saw Boeing fly right past and 
seize dominant control of the commercial market. Even as late as 1957-the 
year, according to Business Week, that the airlines "fell all over each other in 
their rush to replace piston planes"9-Douglas still did not have a jet ready 
for market. Finally, in 1958, Douglas introduced the DC-8, bur never caught 
up to Boeing. 

Perhaps you're thinking, "But might Boeing have just been lucky? 
Boeing looks smart in retrospect, but it could just as easily have been 
wrong." C'l1Jod point. And we would be inclined to agree, eltcept for one 
thing: Boeing has a long and consistent history of committing itself to big, 
audacious challenges. Looking as far back as the early 1930s, we see this bold 
commitment behavior at Boeing when it set the goal of becoming a major 
force in the military aircraft market and gambled its future on the P-26 
military plane and then "bet the pot" on the B-17 Flying Fortress.ID 

Nor did this pattern end in the 1950s with the 707. During the develop­
ment of the 727 in the early 1960s, Boeing turned the demands of a potential 
customer (Eastern Airlines) into a dear, precise-and nearly impossible-
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chal.lenge for its engineers: Build a jet that could land on nmway 4-22 at La 
Guardia Airport (only 4,860 feet long-much too shon for any existing 
passenger jet) and be able to fly nonstop from New York to Miami ,md be 
wide enough for six-abreast seating and have a capacity of 13 l passengers and 
meet Boeing's high standards of indestructibility. Boeing's engineers made a 
significant breakthrough-the 727-largely because they were given 110 

other choice. n 
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 jet market. And by then, Boeing had an even 
better shon-range jet, the 737, in development. Theoretically, Douglas 
could have risen to the Eastern Airlines challenge just as quickly as Boeing, 
but it didn't. (As an aside, Boeing's original market-size estimate for the 727 
was three hundred airplanes. le evenrually sold over eighteen hundred, and 
the 727 became the short-range workhorse for the airline industry.) 

In 1965, Boeing made one of the boldest moves in business history: the 
decision to go forward with the 747 jumbo jet, a decision that nearly killed 
the company. At the decisive board of directors meeting, Boeing Chairman 
William Allen responded to the comment by a board member that "if the 
[747] program isn't panning out, we can always back out." 

"Back out?" stiffened Allen. "If the Boeing Company says we will build 
this airplane, we will build it even if it takes the resources of the entire 
company!" 

Indeed, as it had ·with the P-26, B-17, 707, and 727, Boeing became 
irreversibly committed to the 747-financially, psychologically, publicly. 
During the 747 development, a Boeing visitor commented, "You krlow, ,1\-ir. 
Allen, [Boeing has] a lot riding on that plane. What would you do if the first 
airplane crashed on takeoff?" After a long pause, Allen replied, "I'd rather 
talk about something pleasant-like a nuclear war. "12 

Again, as with the DC-8 and DC-9, rival McDonnell Douglas was slow 
to commit to a jumbo jet project and fell into yet another round of catch•up 
with Boeing. The DC-IO, McDonnell Douglas's response, never attained 
the same market position as the 747. 

BIAGS: A POWERFUL MECHANISM TO STIMULATE PROGRESS 

Boeing Corporation is an excellent example of how highly visionary com­
panies often use bold missions-or what we prefer to call BHAGs (pro­
nounced bee-bags, short for "Big Hairy Audacious Goals")-as a particularly 
powerful mechanism to stimulate progress. A BHAG is not the only power­
ful mechanism for stimulating progress, nor do all the visionary companies 
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use it extensively (some, like 3M and HP, prefer to rely primarily on other 
mechanisms to ~timulate progress, as we'll discuss in later chapters). None­
theless, we found more evidence of this powerful mechanism in the vision­
ary companies and less evidence of it in the comparison companies in 
fourteen out of eighteen c:-ases. 1n three cases we found the visionary com­
pany and comparison company to he indistinguishable from each other with 
respect to BHAGs. In one case, we found more evidence for the use of 
BHAGs in the comparison company. (See Table A.5 in Appendix 3.) 

All companies have goals. But there is a difference between merely 
having a goal and bec:oming committed to a huge, daunting challenge-like 
a big mountain to climb. Think of the moon mission in the 1960s. President 
Kennedy and his advisers could have gone off into a conference room and 
drafted something like "Let's beef up our space program," or some other 
such vacuous statement. The most optimistic scientific assessment of the 
moon mission's chances for success in 1961 was fifty-fifty and most ex.pcm 
were, in fact, more pessimistic.I-' Yet, nonetheless, Congress agreed (to the 
rune of an immediate $549 million and billions more in the following five 
years) with Kennedy's proclamation on May 25, 1961, "that this Nation 
should commit itself to achieving the goal, before this decade is out, of 
landing a man on the moon and returning him safely to earth. "l4 Given the 
odds, such a bold commianent was, at the time, outrageous. But that's part 
of what made it such a powerful mechanism for getting the United States, 
still groggy from the 1950s and the .Eisenhower era, moving vigorously 
forward. 

A CIUP-11~ c11a1t1111- Gnl 
Like the moon mission, a true BHAG is clear and compelling and serves as a 
unifying focal point of effort- ()ften creating immense team spirit. It has a 
clear finish line, so the organization can know when it has achieved the goal; 
people like to shoot for finish lines. 

A 11M engages people-it reaches out and grabs them in the gut. 
It is tangible, energizing, highly focused. People "get it" right 
away; it cakes linle or no explanation. 

The moon mission didn't need a committee to spend endless hours 
wordsmithing th.e goal into a verbose, meaningless, impossible-to­
remember "mission statement." No, the goal itself- the mountain to 
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climb- was so easy to grasp, so compelling jn its own right, that it could 
be said one hundred different ways, yet easily understood by everyone. 
\Vhen an expedition sets out to climb Mount Everest, it doesn't need a 
three-page, convoluted "mission statementn to explain what Mount Ev­
erest is. Think about your own orgunizat:ion. Do you have verbose state­
ments Boating aro"Wld, yet no stimulating bold goals wirh che compelling 
clarity of the moon mission, climbing -Mount Everest, or the corporate 
BHAGs in this chapter? Most corporate statements we've seen do little to 
provoke forward movement (although some do help co preserve the core). 
To stimulate progress, however, we encourage you to think beyond the 
traditional corporate statement and consider the powerful mechanism of 
a BHAG. 

Retlecting on the challenges facing a company like General Electric, 
CEO Jae.I,:_ Welch stated that the first step-before all other steps-is for che 
company to "define its destiny in broad but clear terms. You need ~n 
overarching message, something big, but simple and understandabk."15 

Like what? GE came up with the following: "To become #1 or #2 in every 
market we serve and revolutionize this company to have the speed and 
agility of a small encerprise."16 E mployees throughout G E fully under­
stood-and remembered-the BHAG. Now compare the compelling dar­
ity of GE's BHAG with the difficult-to-understand, hard-to-remember 
"vision statement" articulated by Westinghouse in 1989 : 

11111'11 EIHlrlc 17 

Become 11- I or * 2 in every 
market we serve anJ 

revolutionize this company 
to have the speed and agility 

of a small enterprise. 

Total Quality 

Market Leadership 
Technology .Driven 

Global 

Focused Growth 
D i,•ersified 

The point here is not that GE had the ''right' goal and Westinghouse 
had the "wrongn goal. The point is that GE's goal was dear, compelling, and 
more likely to stimulate progress, like che moon mission. \\'hether a com­
pany has the right BHAG or whether the BHAG gets people going in the 
right direction are not irrelevant questions, but they miss the essential point. 
Indeed, the wrntiaJ point of a BHAG is better captured in such questions as: 
"Does it stimulate forward progress? Does it create momentum? Does it get 
people going? Does it get: people's juices flowing? Do they find it stimulating, 



■ / Built to Last 

exciting, advenrurous? Are they willing to throw their creative _talents and 
hwnan 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 
the chapter.) 

Take, for example, the case of Philip Morris versus R.J. Reynolds. In 
1961, R.J. Reynolds had the largest market share (almost 35 percent), great­
est sh;e, 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.19 But Philip Morris had two things going for it that RJ. Reynolds 
didn't. First, and cenainly not co be discounted, Philip Morris had recently 
repositioned a little-known women's cigarette called Marlboro as a general 
market cigarette with a cowboy mascot that would prove to be a huge 
success. And second, Philip Morris had !01tU!thi11g t.o shoot for. 

Coming from behind, Philip Morris set the audacious goal for itself of 
becoming the General Motors of the tobacco industry.20 (Back in the 1960s, 
becoming "the G eneral Motors of the industry" meant becoming the domi­
nant worldwide player.) Philip Morris then committed itself to this goal and 
r.ose from sixth to fifth, from fifth to fourth, and so on until it blasted 
longtime leader R.J. Reynolds out of 6.rst place. During this same time 
period, R.J. Reynolds displayed a stodgy, good-old-boy, clubby atmosphere 
and no clear, driving ambition for itself other than to attain a good return for 
shareholders. 

Of course, Philip Morris had it easier than R.J. Reynolds: It's much 
more motivating to come from behind and topple industry giants-like 
David versus Goliath-than to simply hang on to number one. It's exciting 
to battle Goliath! It's even more exciting to be1lt him. But the fact remains 
that of the live also-rnn tobacco companies in the 1960s, only one-Philip 
Morris-set and attained the ambitious goal of knocking Goliath on his rear 
and becoming the GM of the industry. To seriously entertain such ambitions 
as the distant sixth-place player in an industry dominated by entrenched 
players does noc suggest timidity. Indeed, following the rational models of 
strategic planning, it would suggest arrogant stupidity, not farsighted wis­
dom. We've sometimes used the Philip Morris situation (disgujsed so as to 
not give away the punch line) with MBA students well schooled in strategic 
planning. Almost none of them think ·the company should go for the big 
cigar; as one student put it, "They don't have the right strategic assets and 
competencies; they should stick to their niche." Certamly, Philip Morris 
could have been wrong, long forgotten, and we wouldn't be writing about it 
in this book. But, equally certain, bad Philip Morris timidly held to its 
industry niche and not challenged Goliath, we wouldn't be writing about 
them in this book, either. 
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Al in the Philip Morris case, BHAGs are bold, falling in the gray 
area where reason and prudence might say "This is unreason­
able," but the drive for progress says, "We believe we can do it 
nonetheless." Again, these aren't just "goals"; these are Big Hairy 
Audacious Goals. 

Another example, in 1907, Henry Ford, a forty- three-year-old business­
man, stimulated his company forward with an astounding BHAG: "To 
democr.atize the automobile." Ford proclaimed: 

[To] build a motor car for the great multitude .... It will be so low in 
price that no man making a good salary will be unable co own one­
and enjoy with his f.mtily the ble.,-~ing of hours of pleasure in God's 
great open spaces ... . everybody will be able to afford one, and 
everyone will have one. The horse will have disappeared from our 
highways, the automobile will be taken for granted.21 

At the time of chis BHAG, Ford was merely one of over thirty com­
panies all clamoring for a slice of the emerging auromohile marker. N o 
company had yet esr-.iblished itself as a clear leader in the chaos of the young 
industry, and Ford had only about 15 percent of the market This outrageous 
ambition inspired the entire Ford design team to work at a ferocious pace till 
ten or eleven every night.22 At one point, Charles Sorenson, a member of 
that team, remembered, "Mr. Ford and I [once] worked about forty-two 
hours without lemp."H 

During this period of rime, General Motors (Ford's comparison in the 
study) watched its mark.et share erode from 20 to 10 percent while Ford rose 
to the number one position in the industry. 

Ironically, however, once Ford had achieved its big hairy goal of democ­
ratizing the automobile, it rudn't set a new BHAG, became complacent, and 
watched GM set and achieve the equally audacious goal of overcoming 
Ford. We should emphasize here that n BHAG mly helps an oi·gnnizatio11 as 
kmg flS it bas not yet hem achieved. Ford suffered from what we call the "we've 
arrived" syndrome-a complacent lethargy that can arise once a company 
has achieved one BHAG and does not replace it with another. (As an aside, if 
your organization has a BHAG, you might want to think about what's next 
before you complete the current one. Also, if you find your organization is in 
a state of malaise, you might ask yourself if you once had a BHAG- either 
implicit or ellplicit-that you've attained and not replaced with a new one.) 

Let's look at another example of audacity in a young, small company. In 
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the late 1950s, Tokyo Tsushin Kogyo (a relatively small company, largely 
unknown outside of its home country) took the costly step of discarding its 
original name in favor of a new one: Sony Corporation. The company's bank 
objected to the idea: wlt's taken you ten years since the company's founding 
to make the name Tokyo Tsushin Kogyo widely known in the trade. After all 
this time, what do you mean by proposing such a nonsensical change:l" 
Sony's Akio Morita responded simply that it would enable the company to 

expand worldwide, whereas the prior name could not be easily pronounced 
in foreign lands.24 

You're probably thinking that such a move does not represent some• 
thing parti1.,,.ilarly audacious; after all, most small to midsize companies 
eventually look to overseas markets. And it's not that big of a deal to change a 

corporate name from Tokyo Tsushin Kogyo to Sony. But look closely at the 
reasm Akin Jvlorita gave for this move, for therein lies an immense BHAG: 

Although our company was still small and we saw Japan as quite a 
large and potentially active market ... it became obvious to me that 
if we did not set our sights on marketing abroad, we would not grow 
into the kind of company Ibuk:a and I had envisioned. We wanted to 

· change the image [around the world] of Japanese products as poor 
in quality. 1s 

In the 1950s, "Made in Japan" meant "cheap, junky, poor quality." In 
reading through materials on the company, we concluded that Sony not only 
wanted to be successful in its ovm right, but to become the company best 
known for changing the image of Japanese consumer products as being poor 
quality.16 Having less than a thousand employees and no overseas presence 
to speak of, this was a nontrivial ambition. 

This isn't the first example of :1 BHAG in Sony's history. In 1952, fur 
example, it sent its limited engineering staff in pursuit of a seemingly 
impossible goal: to make a "pocketable" radio-a radio that could fit in a 
shin pocket and could thereby become a pervasive product worldwide.27 In 
the l 990s, we take rnch miniaturization for granted, but in the early 1950s, 
radios depended on vacuum tubes. To build such a miniature radio required 
long periods of painstaking trial and error and significant innovation. No 
company in the world had yet successfully applied transistor technology to a 
consumer radio.28 

"Let's work on a transistor radio, whatever the difficulties we may face," 
proclaimed Masaru lbuka. "I am sure we can produce transistors for radios." 

When Ibuka told an outside adviser about the bold idea, the adviser 
responded: "Transistor radio? Are you sure? Even in America transistors are 
used only for defense purposes where money is no object. Even if you come 
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. out with a conswner product using transistors, who could afford to buy ~uch 
· a machine with such expensive devices?" 

"That's what people think," responded Ibuk:a. "People are saying that 
transistors won't be commercially viable .... This will make the business 
all the more interesting."29 In fact, Sony engineers reveled in the idea of 
doing something deemed by outsiders as foolhardy-perhaps even 
impossible-for such a small company. Sony made the pocketable radio 
and fulfilled its dream of creating a product that became pervasive world­
wide. (As an outgrowth of this effort, one of Sony's scientists made break­
throughs in the development of transistors that eventually led to a Nobel 

• Prize.)3° 
Wal-Man has had a similar pattern of audacious BHAGs, beginning as 

· &r back as Sam Walton's first five-and-dime store in 1945, for which his first 
goal was to "make my little Newport store the best, most profitable variety 
store in Arkansas within five years."-11 To achieve this goal required more 
than tripling the sales volume from $72,000 per year co $250,000 per year. 
The store attained this goal, becoming the biggest, most profitable store in 
Arkansas and in the surrounding five states.JZ 

Walton continued to set similarly audacious goals for his organization, 
decade after decade. In 1977, he set the Big Hairy Audacious C,-oal of 
becoming a $1 billion company in four years (a more than doubling of the 
company's size).H Wal-Mart didn't stop there, however, continuing co set 
bold new targets for itself. In 1990, for example, Sam \Valton set a new 

· target: to double the number of stores and increase the sales volume per 
square foot by 60 percent by the year 2 000.14 After publishing this example 
in an article, we received the following letter from a proud \Val-Mart 

· director: 

January lO, 1992 

You are correct that Sam \\'alton articulau:d a target to double the 

number of stores and increase the dollar volume per square foot by 60% 
by the fiscal year 2000. 

The more important point-and what w.c; missed-is that he did set a 
specific target of$125 billion! At the time, the largest rerailer in the 

world had reached $30 biJlion. For the year ending January 1991, Wal­

Man reached $32.6 billion and became the largest retailer in the United 

States and the world. The only corporation anywhere which has attained 
a volume approaching $125 billion is General Motor,;. 
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I have been a tlirector of Wal-Man 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, 

RobenKahn 
Certified Management Consultant & 

\\-'al-Mart D irector 

Now, that's a BHAG! 

C1111t111t II- Risk 
It's not just the presence of a goal that stimulates progress, it is also the level 
of commionent to the goal. Indeed, a goal cannot be d,zssified as a BHAG 
witho11t a high lroe/ of commitment tu the goal. Doing the 747, for example, 
would be a nice goal, maybe even an audacious goal. But the commitment to 
"build this airplane even if it takes the resources of the entire company!" 
rums it into a full-fledged BHAG. And, in fact, Boeing suffered terribly in 
the early 1970s as sales of the "Big Bird" grew more slowly than expected. 
During the three-year period from 1969 to 1971, Boeing laid off a total of 
eighty-six thousand people, roughly 60 percent of its workforce.35 During 
those diffic..-ult days, someone placed a billboard near Interstate 5 in Seattle 
which read: 

Will the last person 
leaving Seattle please turn 

out the lights? 

We all know now that the 747 became the flagshjp jumbo jet o f the 
airline indusuy, but the decision looks much different from the perspective 
of the late 1960s. Yet- and this is the key point-Boeing was willing to 
make the bold move in the face of the risks. As in Boeing's case, the risks do 
not always come without pain. Staying in the comfort zone does little to 

stimulate progress. 
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We see a similar pattern at Waft Disney Company, which has stimulated 
progr~ss throughout its history by making bold-and often risky­
COIIl.lill':111en cs to audacious projects. In 1934, Walt Disney aimed to do 
somethin~ never before done in the movie industry: create a successful full­
length animated feature film. In creating SnO'W White, Disney invested most 
of the company's resources and defied those in the industry that called it 
"Disney's Folly." After all, who would want to see a full-length feature 
~oo~? T~o ~des late_r, after a string of full-length animated films, 
mclu~g Pmocch,o, Fantrma, and Bambi, Disney made yet another risky 
comnutment to one of "Walt's screwy ideas": to build a radically new kind of 
amuseme~t park, later to become known to all of us as Disneyland. In the 
1960s, Disney repeated the process again, with a commitment to fulfill 
Wal~'s dying dre~: EPCOT center in Florida.J6 Walt's brother, Roy, 
earned the COIIlillltment through, according to Michael Eisner: 

He ~ally gave his life to fulfill his brother's dream of building 
Walt Disney World. He gave up his much deserved retirement 
infused the park throu~hout with Disney quality, and saw the proj~ 
ect through to complet1on, personally cutting the ribbon on open­
ing day. He died within two months of that momentous event.37 

_; . Columbia Picnues, in conn-ast, did very little that was bold, visionary, or 
risky. It produced B-gr.ide movies during the 1930s and 1940s. Dw-ing the 
1950s and l~6?s, it made_ some good films, but was apparently unwiJling to 
~a.lr.e comnnttmg mov~ mto th_e future. V/hile Disney was pushing forward 
mto EPCOT, Columbia was bemg run by people who saw themselves "fuse 
last, and always ... as investors, not managers. "38 And whereas Columbi~ 
was eventually acquired in the early l 980s, Disney came roaring baclc after it 
defeated a set of hostile raiders and pursued new bold adventures such as 
Japan Disney and EuroDisney. ' 

. ~M, like ~isney, pulled ahead of rival Burroughs at critical junctures in 
its bi~tory via the ~echanism of tangible-and, at times, risky­
comnutments to audacious goals. In particular, we point to IBM's BHAG to 
resh_ape the c~mputer i~dustry in the early l 960s. To attain this BHAG, IBM 
put itself at n sk by making a~ all-or-nothing invesnnent in a new computer 
called the. IBM ~60. At the tune, the 360 was the largest privately financed 
co~eraaJ ptoJect ever undertaJccn; it required more resources than the 
Uruted States spent on the Manhattan Project to develop the first atomic 
bomb. fortun~ ~agazine_ calle~ the 360 "IBM's $5,000,000,000 gamble ... 
~rhaps ~ e riskiest ~usmess Judgment of recent times." During the 360 
mtroducuon, IBM built up nearly $600 mimim of work-in-process inventory 
and almost needed emergency loans to meet payroll. 
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In grooming his son for the CEO job,_ he,, continuall_Y emphasized the 
importance of "keeping the company mOVlllg and that VIgorou~ movement 
in any direction is better than sitting still; always have something to shoot 

for, he advised.61 
Decades after his death in 1959, Galvin's company still uses BHAGs, 

including the goal of becoming a major force in advanced elecu:o~cs, the 
goal of attaining six-sigma quality performance and the goal of wmrung the 
Malcolm Baldrige Quality Award. Galvin's son and su~essor used the word 
"renewal" ro capture the idea of continual transformaao~, often ~although 
not exclusively) attained through commitments to audac1~us p~Jects. B?b 
Galvin then passed along to the next generation ofleadership the rmperanve 
that "at rimes we must engage in an act of faith that key things are doable 

that are not provable."62 
• • • 

The same little company that began life domg B-battery eliminator 
repairs for Sears radios and making jerry-built car radios has continually 
propelled itself forward via bold goals and reinve~ted itself over and over · 
again, far beyond the life of its founder. That same little company has moved . 
far from radios and TVs. That same company eventually created the power­
ful M68000 microprocessors that Apple Computer selected as the brains _of 
the Macintosh Computer on which we're writing this book. And, as we wnre. 
these very words, that same company moves_ forw:11"? with the bi~~ 
BHAG of its life to date: the task of launching Iridium, a $3.4 billion 
commercial gamble taken in joint venture with other companies to create a· 
worldwide satellite system that would allow phone calls between any tWO 

points on earth.M . . . · 
Zenith, like Motorola, did have a few BHAGs m Its early h1story: the 

goal to make FM radio a pervasive reality, early cornmianent to be ~ ~jor 
player in televisions, and an expensive bet ~n pay ~ But-and ~s 1s_ the 
crucial point-Zenith, unlike Motorola, did not display an ~gamzatt~ 
propensity for setting bold, audacious goals after the death of its ~under m 
1958. By the early 1970s, "innate cautiousness" pervaded Zeruth, as de­
scribed by its controller in 1974: 

It's hard to explain why a decision is made not to do something. 
There are a number of reasons behind it-including innate cau­
tiousness. For one thing, we've always had our hands full with [our 
current madrets] and we've always tended to stick with what ap­
peared to be the biggest payoff and what we knew how to do 
best .... We didn't feel we could compete ... in those [new] mar­
kets unless we were willing to sacrifice some of our margin, and we 
were unwilling to do that. We are basically a U.S. company and 
likely to stay that way. 64 
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Zenith chief executive John Nevin echoed the same view in talking 
about the company's slow move into new technologies, like solid-state 
electronics: "I think you also have to say that Zenith has been more cautious 
than some of its competitors in bringing innovations co market .... We are 
now in:olved in an extraordinary effort to bring [solid-stllte] to market, but 
we are m doubt as to whether it will come to fruition." 

· Zenith's Commander McDonald, Wllike Motorola's Paul Galvin did 
n~t leave behind a company with the ability to continually reinvent itself 
with bold goals. Commander McDonald was a great leader-a great time 
teller-bur he died a long time ago. Paul Galvin's company, on the other 
hand, lives and thrives thirty-five years after his death. C':ralvin built a clock. 

IUIDELINEI FDR CHI, IANAGERS, AID ENTREPRENEURS 

· Although we've wri~en this _chapter primarily from a corporate perspective, 
B~?5 can be applied to stlillulate progress at any level of an organization. 
lndmdual product line managers at P&G frequently set BHAGs for their 
brands. Nordstrom systematically sets BHAGs all up and down the 
company-from regions, to stores, co departments, to individual salespeo­
ple. 3M product champions thrive on overcoming all odds, skeptics, and 

. naysayers to prove that their quirky inventions can make it in the market. An 
organization can have any number of BHAC..s. It does not need to limit itself 
to o~y one BHA~ at a time; Sony and Boeing, for instance, usually pursued 

. mulnple BHAGs Sllllultaneously, often at different levels of the corporation. 
· BHAGs are particularly well suited to entrepreneurs and small com­
panies. Recall Sam ·walton and his goal to make his first dime store the most 
success~ !~Arkansas within five years. Recall Sony's goal to make a ~pocket­
able ra~10. m Its early y~ars. Or Tom Watson, Sr. 's goal to cransfonn his tiny 
one-bwldmg company into International Business Machines Corporation. 
Indeed, most entrepr~neurs have a built-in BHAG: To just get off the 
groun_d and reach a point where survival is no longer in question is huge and 
audacrous for most start-ups. 

We've covered most of the key points about Bl-IA.Gs as we've moved 
~ ugh the text of_this _chapter. Here are a few key rake-away points you 
~ght .want co keep m nund as you consider BHAG.. for your own organiza­
non: 

• A BHA<? should be so clear and compelling that it requires little or no 
expl~atmn. Remember, a BHAG is a goal-like climbing a mountain 
or _gomg to '?.~n-not a "statement." If it doesn't get people'.s juices 
gorng, then its JUSt not a BHAG. 
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• A BHAG should fall well outside the comfort wne. 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 
IBM 360 and Boeing 707. 

• A BHAG should be so bold and exciting in its own nght that it would 
continue to stimulate progress even if the organization's leaders disap­
peared before it had been completed-as happened at Citibank and 
Wal-Mart. 

• A BHAG has the inherent danger that, once achieved, an organization 
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 with 
the other methods of stimulating progress. 

• Finally, and most important of all, a BRAG should be consistent with a 
company's core ideology. 
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BHAGs alone do not make a visionary company. Indeed, progress alone­
no matter what the mechanism used to stimulate progress-does not make a 
visionary company. A company should be careful to preserve its core while pursu­
ing BHAGs. 

For example, the 7 4 7 was an incredibly risky venture but along the way, 
Boeing maintained its core value of product safety and applied the most 
conservative safety standards, testing, and analysis ever to a commercial 
aircraft. No matter what the financial pressw-es, Walt Disney preserved its 
core value of fanatical attention to detail while working on SntTW White, 
Disneyland, and Disney World. Merck, in keeping with its core value of 
imagination, sought preeminence primarily by creating new breakthrough 
innovations, not by creating me-too products. Jack Welch at GE made it 
clear that attaining num her one or number two in a market at the expense of 
integrity would be unacceptable. Citicorp continually reinforced its belief in 
meritocracy and internal entrepreneurship throughout its expansive quest 
to become the "most fur~reaching world financial institution that has ever 
been." Motorola never abandoned its basic belief in the dignity of and 
respect for the individual throughout all of its big, hairy, self~selected chal­
lenges. 

Furthermore, the visionary companies didn't launch blindly toward any 
random BHAG, but only toward those that reinforced their core ideologies · 
and reflected their self-concept. Notice the link between core and BHAGin 
the following list: 

CIPt II PPHffll 

Being on the leading edge 

of aviation; being pi-

oneers; risk-taking 

Seek superiority in all we 

undertalc.e; Spend a lot of 

time making customers 
happy. 

We are about cars­
especially cars for the av-

erage person. 

Tapping the "latent cre­
ative power within us"; 

self-renewal; continual 
improvement; honorably 
serve the community via 

great products. 

Wmning-being the best 

and bearing others; Per­
sonal freedom of choice is 

worth defending. 

Elevation of the Japanese 
culture and national sta­
t:US; being a pioneer, doing 

the impossible. 

"Bring happiness to mil­

lions"; fanatical anemion 
to detail; creativity, 

dreams, imagination. 

Preserving and improving 
human life; medicine is for 
the patient, not fur the 

profits; imagination and 

innovation. 

(Boeing) 

+---+ 

(Ford) 

+---+ 

(Motorola) 

+---+ 

(Philip Morris) 

+-+ 

(Sony) 

+---+ 

(Disney) 

+-+ 

(Merck) 

+---+ 
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Bet the pot on the B-17, 
707,747. 

Commit to a $5 billion 

gamble on the 360; meet 

the emerging needs of our 

customers. 

"Democratize the auto­

mobile." 

Invent a way to sell 
100,000 1Vs at $179.95; 

Attain six-sigma quality; 
win the Baldridge Award; 

launch Iridium. 

Slay Goliath and become 

the front-nmner in the to­

bacco industry, despite the 

social forces ag,ainst smok-

ing. 

Change the worldwide im­

age of Japanese products as 

poor quality; create a pock-

etable transistor radio. 

Build Disneyland-and 
build it to our image, not 

industry standards. 

Become the preeminent 

drug maker worldwide, via 

massive R&D and new 

products that cure disease. 



114 / Built to Last 

Revolutionizing the railroad business would certainly have been a 
BHAG for Ford in 1909; bur Ford wasn't about railroads, it was about cars. . 
Creating the cheapest radios in history, regardless of quality or innovation, 
would certainly have been a SHAG for Sony in 1950, but it wouldn't have fit 
with Sony's self-image as pioneers of innovation and key players in the task 
of elevatiogJapan'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 fit 
with the company's self-conception as the defiant, fiercely independent, 
free-thinking, free-choosing, individualistic Marlboro cowboy? It wouldn't. 

Yes, any BRAG 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-like 
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 people 
fed that they belong to something special, elite, different, better. 

We return once again to a key aspect of a visionary company: the power­
ful interplay between core ideology and the drive for progress which emt 
together like the yin and yang of Chinese dualistic philosophy. Each element 
complements and reinforces the other. Indeed, the core ideology enables 
progress hy providing a base of continuity from which a visionary company 
can launch the corporate equivalent of the moon mission; likewise, progress 
enables the core ideology, for without change and movement forward, the 
company will eventually cease to be viable. Again, it's not either core IJl' 

progress. It's nor even a nice balance between core and progress but rather 
two powerful elements, inextricably linked and both working at full force to 
the ultimate benefit of the institution. A GE employee eloquently described , 
the dynamic interplay between core and progress while discussing the com• 
pany's BHAG to "become#! or#2 in everymarketwe serve and revolutioniu 
this company to have the speed and agility of a small enterprise": 

"GE ... \Ve bring good things to life." Most wouldn't admit it, but 
everyone at GE gets chills when they hear that jingle. The simple, 
corny phrase captures how they feel about the company .... It 
means jobs and growth for the economy, quality and service for the 
customer, benefits and t:r:lining for the employee, and challenge and 
satisfaction for the individual. It means integrity, honesty, and loy­
alty at all levels. And without this reservoir of values and commitmrnt, 
Welch could not have pulled off his revolutim. [emphasis hers]65 

(2) 

u,, .. , 8 

interviewer ash . 

CULT-LIKE 
CULTURES 

Now, I want you to raise your tight hand-and 

remember what we say at Wal-Mart, that a promise 

we make is a promise we keep-and I want you co 

repeat alter me: From this day forward, I solemnl}' 

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 \1/ALToN, TO OVER. ONE HUNDRED THOL'SAND \\'AL­

.'.L\R:r ASSOCIATES VIA TV SATELLITE LINK-UP, MID-l980sJ 

1&"1 is reallr good at motivating its people; I see 

that through Anne. !She] might be brainwashed by 

some people's standards, but it's a good 

brainwashing. 'Ibey really do instill a loyalty and 

drive to work. 

So why do you want to work at Nordstrom?" the 

. · "Because my friend, Laura, tells me it's the best place she's ever 
worked," Rohen responds. "She gushes about the excitement of working 


