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Where are companies more thriving and employees happier?

By Professor Isaac Getz, ESCP-EAP European School of Management in Paris and member of the Editorial Board of LVMI Europe. 

My current research project carried out with Brian Carney is about companies where employees have the freedom and responsibility to take actions they, not their bosses, deem to be the best. When I recently talked about it to French audiences, there were two interesting reactions. The first was: “Mais c’est du Ségo, c’est l’approche participative”. For those who have not been closely following French politics lately, the left candidate’s trademark was her participatory approach. Through her website, Ségo (sorry: Ségolène Royal) basically said that it’s not she but the people who know better which actions to take if she is elected. She then asked people to make their suggestions on her website and promised to base her programme on them.

The second reaction was: “Mais c’est du Sarko, c’est l’autorité et la confiance qu’on accorde à l’individu”. Again for those who have not been closely following French politics lately (and my British friends are excused), the right candidate’s trademark was his authority and trust in the people’s ability to know better what is good for them and for the country. Through his numerous appearances, Sarko (sorry: Nicolas Sarkozy) basically laid out a concrete programme for France’s reform, so people can act in ways they deem are the best for them, not some authorities. 

Even the British know the outcome of the Ségo-Sarko showdown—Tony was Sarko’s first foreign visitor —and I will abstain from giving my view of the causes. Instead, I will return to my research thesis. 

In fact, it is neither du Ségo, nor du Sarko. Effective participatory approaches were in use in organizations since at least the WWII period in USA and the late 1940’s in Japan, while giving authority to individuals to take actions they deem are the best for them dates back to Adam Smith at least. In fact, it’s so much common sense that one can only be surprised why we had to wait for the last presidential elections to have for the first time in France—and possibly the World—politics not one of the adversaries but both to proclaim it. Of course, from proclaiming to putting this common sense in place is a very, very long process in politics, because the governments are so confident they “know better what is good for people” and are so little willing to relinquish their authority of action to “ordinary citizens”. To get the measure of the road governments have to travel, just think of this huge inscription on top of the temple-like Karnataka Regional Gov’t building in Bangalore: “Government’s Work is God’s Work”. 

But my research is not about governments—it’s about companies and organisations. There too the thesis I’m putting forward is common sense. So much so that it is rare for corporate missions and walls not to arbour statements like “People are our most valuable asset” or “People know a better way”. Fortunately, there are companies where it goes beyond declarations, or rather without them (politicians take notice). The most performing companies that espouse this common sense don’t talk about it—they just use it—radically. Just think of the French foundry FAVI that has no Human Resources department (a.k.a. bosses know better whom to hire, train, fire, or how much to work and to pay), no Finance department (a.k.a. bosses know better how much money others need to do their jobs), and no Industrial Engineers (a.k.a. bosses know better how people have to perform their work). But they make, for example, a machine operator responsible for the quality of his products and for the satisfaction of the final customer. Now, that means that if a customer (say in Germany) calls the plant and says that he has a problem with the just received FAVI product, the operator has the responsibility to leave the plant and hit the road to the client in a maximum of one hour. He then stays with the client as long as necessary to fix the problem. Note: no managers or bosses from the foundry are involved in these actions—it is the guy’s responsibility. And he doesn’t have to ask for permission to take a company car or to buy travel tickets—he simply has the authority to do so—a long way from Charlie Chaplin, indeed. What are the results of this way of running the company? Uninterrupted growth and profits over the last 20 years without ever increasing the price of their products, never a late delivery, extremely high customer satisfaction—all that in the industry where European competitors were eaten by the Chinese for breakfast.

But let’s leave the heavy industry and move on to the high-tech one. Gore, the producer of Gore-Tex and other Teflon polymer innovations, implements the same approach and as radically—or more. Gore doesn’t have managers (a.k.a. bosses who know better), no jobs (that is, a procedure of what you are supposed to do at work), no titles (that is, who has more authority and who less). But they have something they call a credibility bucket. You make and keep your commitments—your bucket gets filled, you don’t—it gets emptied. Guess who leads the biggest projects at Gore and has the most people in them? Those with the fullest credibility buckets. Does it work? Oh, it does. Gore had over 40 straight years of profitability and growth with an average growth rate over the past 30 years of over 15 %. In 1969, total sales were $6 million; in 1987, $400 million; today, close to $2 billion and all this growth has been financed largely without debt.

And what do people say about working in these companies? Well, they vote with their feet. The turnover in these companies is so low, that they worry about being labelled as a sort of cult. Gore has been on the Fortune’s “100 Best Companies to Work For” for years. And the day I was visiting FAVI and interviewing one of its salesmen, the guy explained that in the morning he got a call from a head-hunter who offered him 20% more than his current pay. “And what did you do?”—I said. “I asked whether he knew my company. And when the headhunter said he didn’t, I replied that if he knew he wouldn’t try to hunt here, — the salesman explained and concluded: I could never find a place where I have so much freedom to do things and to grow as here”.

In sum, freeing employees and giving them responsibility to take actions they deem to be the best is not Ségo or Sarko, not left or right. Companies are not run according to some “isms”. Their world is Darwinian—the market. In that world, they use what works best to survive. Those who freed their employees have not only survived—they thrived. And their competitors? Unlike beaten politicians, they often didn’t have a chance at the next round. Guess in what companies employees are happier?
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