
[image: image]





Résumé


Bernard Bourigeaud and Jacques Brun have written this book on the basis of their personal experience and recollections, far removed from purely theoretical considerations and outdated practices.


With a common passion for companies and everyone who works in them, their aim is to share their ideas, however provocative, on leadership and the fundamentals of company management.


Driven by the conviction that only managers who show proper consideration for their employees can hope to counter disillusionment, they formulate practical advice drawn from the everyday experience of an entrepreneur and a top manager.
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Preface


We have both worked in many different companies over several decades. The main reason we decided to write this book was not an urge to project ourselves as management gurus but simply a desire to pass on to as many people as possible our shared experience.


Another reason was to convey a deeply held conviction that has guided all the decisions we have taken during our business careers: the human factor is the key to business success. Individual well-being and corporate performance are intimately linked.


This is not just a restatement of fashionable clichés. On the contrary, it is simply an acknowledgment that motivated men and women do a better job. If managers, at whatever level, are capable of taking care of the people who work for them, they will be more likely to attain their business goals: create wealth, grow their company and maintain its profitability. In addition, they will also play a useful role in society by contributing to a better work/life balance and individual happiness. Today, unfortunately, we tend to see the opposite: an insidious climate of dissatisfaction at work, adding fuel to the “society of mistrust” in which we live.


The economic crisis has made matters worse. Under pressure to produce more and better with ever fewer resources, companies often tend to overlook the men and women who work for them and sometimes leave them out of the equation altogether. This is why a general feeling of disillusionment is growing, the bitter fruit of outdated management practices and the gradual erosion of human values.


For lack of motivation, people tend to become more inward-looking and increasingly lose interest in those around them, their bosses, their colleagues or their employees. There is an increasing tendency to look after oneself alone. And yet, we are convinced that the winds of change will soon be blowing through management. The human factor will make a big comeback.


Although it may sound naïve to say such a thing, we cannot escape the fact that two trends are becoming increasingly apparent, showing that we have more or less reached the limits of our current system. Today, men and women, especially from the younger generations, aspire to a different balance between life and work. They feel less and less committed to the values they were taught at business school and are looking for something different. And companies are only just starting to realize that they have been slow to catch on to this trend and that they must adapt quickly to these new aspirations if they want to continue to attract the best new graduates, attain their business goals and secure their future.


Our intention in starting this book was not to further any particular line of academic research but simply the desire to capitalize on our own experience and memories, those of two managers from two different fields – one a senior executive, the other an entrepreneur – both passionate about companies and the people who shape them. Two managers who, during the course of their careers, have witnessed many profound changes while never ceasing, every single day, to manage, purchase, develop or advise companies.


We first met at a business conference, the start of a mutually rewarding professional relationship, soon backed by a solid friendship. Although our careers have been in different areas of business, we have realized over and over again that we not only see eye-to-eye on essential values but also that we have much the same approach to the management of people and companies. It is this process of sharing, which has worked so well for us both and enabled us to learn so much from each other, that we would now like to share with the readers of this book. By revisiting our own experience we hope to pass it on, particularly to the younger generations, who, more than ever in a profoundly changing world, are on the lookout for a sympathetic hearing and well-considered advice.


In this book we will not attempt to define “the perfect leader”, especially as different styles of leadership can be equally successful, given that so much depends on the context, the people and the circumstances. Neither do we claim to offer a course in management. All we are setting out to do is to share our experience and our convictions and provide, in all modesty, some food for thought about that most difficult and subtle exercise, day-to-day management. And in doing so, we invite the reader to follow our intuition, which is that, in this area as in many others, the simplest ideas are often the best.









Part I


The company: a community of motivated people serving its clients









Chapter 1


Governance: committed Directors please!


Quality governance is a really strategic tool for a company. And yet, so often, senior managers do not consider it as such and do not pay enough attention to its effectiveness. The role of Directors is not just to approve the financial statements at the end of each financial year. It is also, more importantly, to provide guidance to the Chief Executive, who is often very much alone in taking decisions. A collegial decision-making process is a major asset.


The way that governance actually functions will clearly depend on a company’s ownership structure. In a family-run company, the family holds most of the share capital and by extension, most of the power. This is a special case that we shall not dwell on, although we would simply note in passing that in family-owned companies, a very prudent and professional approach should be recommended when deciding to employ members of the family, although there is nothing wrong with the idea in itself…


The governance arrangements will also differ according to whether a company is almost wholly owned by a private equity fund or whether it has a very dispersed ownership structure. In the former, the Board of Directors will meet more often – at least once a month – and members of the Board will be far more actively involved in operational matters than in a more conventional listed company.


The choice of Board members is of the utmost importance and top managers must give the matter a lot of thought. It hardly seems necessary to add that a position on a Board is not supposed to be a safe haven for the survivors of a business shipwreck, nor should it be offered as a favor in return for past favors. No, a Board of Directors must be made up of people who are capable of participating actively in the definition of a business strategy and the means of implementing it. As to the way the governance actually functions, it should be designed and fine-tuned to play its full part in the harmonious growth of the company.


Inevitably, whatever the legal structure of the company, governance arrangements will depend very much on the customs, culture and legal system of its country of origin. But for all companies, governance is a way of adding value, provided a number of principles are complied with. Most of them are a matter of common sense.


“Governance should be designed and fine-tuned to play its full part in the harmonious growth of the company.


BUILD A SMALL AND COHERENT TEAM…



The first principle is that a Board should not be too big, at the risk of losing coherence and effectiveness. In choosing a Board member, it is important to consider his or her compatibility with the other members, as a Board must be able to work as a team. One of the tasks of the appointments committee in interviewing candidates is precisely to consider whether they are likely or not to contribute to the coherence of the group, a consideration that is just as important as the need for a rigorous initial selection process. We would not go so far as to claim that “networking” and subjective assessments have all but disappeared but appointments committees – and there are more and more of them – are contributing to an increasingly professional approach to candidate selection. Bringing in a recruitment agency with a department dedicated to the search for Directors can also be a good way of assessing the effectiveness of the Board and the performance of each if its members.


… THAT CAN HELP DEFINE STRATEGY


An important role of the Board of Directors is to contribute to the definition of the company’s strategy. In general, it devotes one full day meeting to this task every year. However, the exercise is often superficial and even cosmetic, with no thorough debate on the company’s fundamental strategic options. This is because too few Directors have enough detailed knowledge of the company’s business to hold such a debate. Very often therefore, these strategy meetings are no different from normal Board meetings, with too much time spent on various presentations and financial updates and not enough time devoted to the crucial issues for the company’s future, in particular its strategic options. Too many Board meetings can therefore be characterized as a lot of routine and very little meaningful debate.


Here lies an essential difference between top quality Boards and the rest. There is little point in a CEO being surrounded by a dozen eminent people with eye-catching CVs if they know nothing about his/her business. In our view, half of the Directors must have a good knowledge of the company’s business and the other half should be recruited according to the needs of the moment. If the company is in the process of expanding into international markets for instance, membership of the Board should reflect that priority.


“Too many Board meetings can be characterized as a lot of routine and not enough meaningful debate.


When I joined the Board of CGI in 2008, this North American company wanted to expand into Europe and Asia. At the time, I was the first European Director. Today, I am one of two Europeans out of 14 Directors, which is still a small proportion given that CGI now generates more than 50% of its revenue in Europe.


The same is true if the company wants to diversify into another business sector.


When I was Chairman and CEO of Atos Origin, I invited an insurer to join the Board, as I wanted to expand into the insurance industry and needed someone on the Board who could help us understand the business and introduce us to the right people.


Generally speaking, any new business or new approach justifies bringing on to the Board a professional with the relevant experience. That is why Board membership should not be static but should change as the company changes.


“Board membership should not be static but should change as the company changes.


PREFER INDEPENDENT-MINDED DIRECTORS



The independence of Directors is an issue that has been discussed at length in the many recent debates on corporate governance and Board membership. What exactly is meant by independence? There is of course the usual definition that can be found in every handbook on governance: “A director is independent when he or she has no relationship of any kind whatsoever with the corporation, its group or the management of either that may color his or her judgment.”


Similar definitions can be found in almost every code of corporate governance, but if taken to their logical conclusion, this would mean that one can only recruit to the Board of a company people who have no knowledge of its business. That is why we think it helpful to clarify our own ideas about independence.


In my view, independence is synonymous with having the courage of one’s convictions and from experience I would say that it is not very widespread, especially in large listed companies. A Director must be capable of stating some uncomfortable truths during a Board meeting, especially as there are many Boards in which it is impossible to say what one really thinks.


In addition, even though the opposite view is generally held, we do not think that independence necessarily means having no financial interest in the company, apart from the usual Director’s fees.


On the contrary, I believe that a Director must show his/her commitment to the company by holding shares in it. A Director who is just an observer and who has no financial stake in the company does not have the same level of commitment and does not make the same contribution to the work of the Board.


CHOOSE DIRECTORS WHO HAVE THE COURAGE TO SPEAK THEIR MIND



In choosing the future Directors of a company, a reputation for outspokenness should not be an obstacle. On the contrary, speaking one’s mind is essential to the effective functioning of a Board.


Whenever I am asked if I would like to join the Board of a company, I always make it clear from the outset: “If I accept your invitation, you must be prepared for the fact that I will say what I think!” An independent Director, as I understand it, is not someone who knows nothing about the company’s business and who has been recruited more or less haphazardly to comply with the letter of the law, but someone who is not afraid to state his or her views about this or that strategic option, even if it clashes with the consensus view. Too many Board members are concerned only with serving as long as possible and earning their fees. Saying what one really thinks however, contributes to the quality of the company’s collective governance. There are those Directors who go along with the majority. There are those who support the executive line, who do not express very controversial views but who at least do their best to help the company and its managers to succeed. And then there are those who make a big contribution to strategy and they are the most valuable.


“In choosing the future Directors of a company, a reputation for outspokenness should not be a obstacle.


APPOINT DIRECTORS WHO WILL DEVOTE TIME TO THE JOB



The added value of a Board is directly proportional to the time that each Director is willing to devote to his or her task. And it is also clear that accomplishing that task properly requires a lot of time. Particularly at the outset, when the new Director has to familiarize himself/herself with the company, its business, its production facilities and its management. During the first year in office, some companies propose a specific program to the new Director, a kind of grand tour designed to introduce him/her to all these aspects; he/she might even be asked to participate in the big annual meeting on operational matters. Immersing oneself in the different parts of the business is often time-consuming, particularly in a big company. In the banking industry for instance, there are many different businesses, some of them complex, that take considerable time to understand.


It is also important for Board members to have opportunities to meet key managers on a regular basis. In doing so however, Directors should not lose sight of their role and never go so far as to interfere in operational matters; the governance rules must be very clear on this point. But they must know the company’s key managers so as to be able to discuss the business with them, monitor how the company is doing and form an opinion about appointments that may come before the Board in the future. And yet, there are many companies in which key managers are unable to put a face to one single member of the Board!


“Board members should have opportunities to meet key managers on a regular basis.


AVOID TOO MANY COMMITTEES



The more committees a company sets up, the less effective it tends to be. When there are too many committees of all kinds, meetings become an end in themselves and take up precious time that could be better used for something more productive. In addition, such meetings tend to do nothing very important and everyone ends up agreeing with everyone else. In this connection, we think it is better for a company to have just one Board of Directors rather than a Supervisory Board and an Executive Board, as one body is always more effective than two. When there are two bodies, there is clearly a risk of communication problems between them.


To avoid a Board settling into too comfortable a routine, it is also a good thing to adjust the governance structure as the company and its businesses evolve. We tend to think that these adjustments should be made every two years, to ensure that they reflect the development of the company and its management.


Being a Director means understanding the company’s business and strategy, becoming a shareholder and not being afraid to speak one’s mind. It is a responsible job that requires a lot of time to do it properly.









Chapter 2


Strategy: an art of execution


In any company, no task appears more noble than contributing to the definition of strategy. The very word is full of promise. As if it were enough to say it out loud to make every decision, however minor, sound important and even crucial. Indeed, it is often dressed up in many disguises, to justify all sorts of operations or lend a semblance of coherence to a series of decisions once they have been taken. And sometimes it is simply a smokescreen to conceal the fact that the company has taken major operational or investment decisions without giving them enough thought!


Whether it is the expression of an initial vision or its reformulation at a later stage, strategy is quite clearly the privilege of the CEO. In the most favorable case, it is driven by his/her vision of where he/she wants to take the company in the short, medium and long term. A company may even have the luck to chance upon one of those visionary leaders who can imagine the strategy that will define its future and that of its whole industry before anyone else. Lou Gerstner of IBM is a good example. He was the first to make his company take the big leap from hardware to services and understood, almost twenty years ago, that the big issues of the future would be security and personal data.


This being said, however brilliant a strategy may appear, its success depends on many other factors, primarily on the feasibility and quality of its execution. People often think that there is no better way of devising a cogent strategy than entrusting the task to a few experts sitting around a table. Nothing could be further from the truth and in most cases any such attempt is doomed to failure. An effective strategy is primarily a matter of common sense and requires that everyone working in the company understand and buy into it. Strategy is first and foremost an art of execution.


DEFINE A VISION



Any strategy has to be based on a vision that can be defined as a description of the future ideal state of the company and/or its environment that can motivate employees over time and that should be expressed, where possible, in simple and readily comprehensible terms: grow the company to acquire a critical size in its own market; deploy the necessary resources to support clients in their international expansion; generate annual revenue of 1 billion Euros, or – the dream of any fast-growing company – become the global leader in its business. The strategy as such should derive from the way in which this vision will be implemented. There are always different ways of attaining one’s goals and that is why strategy, by definition, has to adapt to changes in various parameters, particularly clients’ requirements. One thing is certain however: simply cutting costs is not a strategy. A point that is worth making at a time when cost killers, ever present in companies over the past few years, sometimes go so far that they deprive it of the resources needed to drive innovation or commercial development, and thereby risk jeopardizing its very future.


DEVISE A REALISTIC STRATEGY



At the risk of repeating ourselves, strategy is first and foremost a question of execution. Nothing is worse than launching a project that quickly gets bogged down because it is unrealistic. Any strategy must be based on the reality of a company’s situation, its clients and operational teams. It must be fleshed out by constant communication between top management and line management and be driven by first-hand knowledge of the markets on which the company operates or wishes to break into and, above all, on its clients’ expectations, so as to be aligned with their present and future requirements. Anticipation, and therefore the quality of strategic marketing, is crucial in this respect.


And yet, although product marketing departments are usually generously staffed, strategic marketing is often neglected, even though it is one of the best instruments for making successful strategy.


“Strategy is first and foremost a question of execution.


FORMULATE A STRATEGY THAT EVERYONE CAN UNDERSTAND



Ask most employees what their company’s strategy is and you will pretty soon realize that they do not understand it. And yet, to be really operational, a strategy has to be assimilated by all employees, from the bottom up, which means that the CEO must have been able to explain it clearly. So when a CEO writes down their strategy, it’s a good idea to ask them if they would be able to explain each one of the sentences they are writing to each and every employee of their company. Such advice may sound trivial but experience shows that there are always so-called experts who claim that strategy can only be formulated in complex terms and deride any attempt to make it sound simple.


DO NOT DELEGATE STRATEGY



Establishing a strategy department is rarely a good idea, and neither is the intensive use of well-known firms of strategy consultants who, too often, tend to recycle, subject to a few changes, the plan they have put together six months earlier for your main competitor! When all is said and done, the definition of strategy should not be delegated within the company nor outside it. It is up to the CEO and his/her top management team to define it, to implement it and, if necessary, to adjust it as changes occur or opportunities arise.


“Establishing a strategy department is rarely a good idea.


DEFINE CLEAR PRIORITIES



The major difficulty in any strategy is undoubtedly to formulate clearly (and to write out on paper) what one does not intend to do… and to stick to it. In other words, resist the ever-present temptation to do everything. Some companies engage in a never-ending quest for the perfect strategy and constantly hesitate between several more or less mutually exclusive options, leaving employees unsure of where they stand and, at the end of the day, weakening the company in the face of its competitors. This being said, stubbornness in implementing a strategy is just as harmful as hesitation. Pursuing a goal requires a degree of single-mindedness, but no strategy can be cast in stone, ignoring changes in the company’s environment (market, competition, business environment) that impact its activity.
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