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Reinhard Mohn was born in Gütersloh, Germany, on June 29, 1921. After his release in 1946 by the Americans as a prisoner of war, he returned home to take over management of the familyowned printing and publishing house. He led the business, one of the leading international media enterprises, for over 40 years. The business structure is characterized by the principles of fairness, partnership, and justice. These are expressions of his idea of business culture.

In 1977, Reinhard Mohn founded the Bertelsmann Stiftung, which carries on the tradition of cultural, social, and socio-political involvement while ensuring the enterprise’s continuity. Reinhard Mohn transferred the majority of Bertelsmann AG’s share capital to the foundation in 1993. This act reflects his conviction that wealth and prosperity should also be coupled with a commitment to social engagement.

Reinhard Mohn died on October 3, 2009.






Corporate culture:


The key to business success1





Introduction 

In conducting research for a cover story on corporate culture, in the spring of 1996 we carried out an extensive interview with Reinhard Mohn, Chairman of the Bertelsmann Stiftung and longtime Chairman and Chief Executive of Bertelsmann AG. The version of the interview printed in the German business magazine impulse concentrated on those elements that are relevant to mid-sized companies. Throughout the course of our discussion with  Mr. Mohn, however, many ideas came up that we feel could make a valuable contribution to current debates on social issues and that are presented here, in this longer version, in all their complexity.

 



Cologne/Gütersloh, August 1996

Wolfram Baentsch Dr. Franz Josef Strittmatter




Corporate culture as a progressive paradigm 


impulse: It appears to be important, at least to some extent, to rescue the concept of corporate culture from the feature pages of our daily newspapers and integrate it into business practice. Corporate culture has oftentimes been more about words than deeds. So how can the concept of corporate culture be implemented in everyday practice?


Mohn: Germans are currently suffering from a pervasive feeling of helplessness in the face of the abysmal state of our society. We are also seeing increasing numbers of proposals aimed at ameliorating the situation-many of them completely beside the point-such as establishing organizations to promote employment, job training and competitiveness. Many organizations, including the Bertelsmann Stiftung, are undertaking or have proposed initiatives of varying kinds concerning the labor market. But I feel that this entire debate is lacking forward-thinking arguments and strategies. Much ink has been spilled concerning the social safety net, the distribution of wealth, and the division of labor; but to me these are outmoded concepts. The arguments being advanced on all sides are perfectly  understandable, and I wouldn’t reject any of them out of hand. However, I have my doubts as to whether these rather passive approaches will enable us to dig ourselves out of our present hole, particularly in view of the fact that our political leaders are suffering from deer-caughtin-the-headlights syndrome, for reasons with which we are all too familiar.

Implementation of a corporate culture should be one of the prime elements of any forward-thinking strategy. When people say from time to time-and with good reason-that German companies aren’t particularly well run, we shouldn’t regard this as just another piece of information or viewpoint, since this is in fact the very heart of the problem. Indeed, this we would do well to formulate inversely, as follows: If German companies were managed more efficiently, unemployment would be lower. I, for one, feel strongly that this is in fact the case. For in my view, the key factor for success in any activity, whether in the public or private sector, is always governance in conjunction with personnel and management techniques. What I’m in effect referring to here is a new concept whose nature is of course determined by the individual who is advancing and/or implementing it. And in point of fact, this is far from being a simple concept.




The collective consciousness should be a guidepost 

Although the kind of complex evolutions I’m referring to here cannot be reduced to a simple statement, it can nonetheless be said that social arrangements must be efficient  and must reflect the collective consciousness that drives the zeitgeist at any given time. I feel that every system must meet this requirement. Take Marxism, for example: It looked great on paper but was a total failure in practice. But this doesn’t change the fact that systems absolutely must have the capacity to evolve. You’ve got it all wrong if you subscribe to the view that the status quo will remain in place indefinitely just because it has been working for a thousand years. The driver of change in any social system is the collective consciousness, which you need to have the courage to take into account when you’re developing a system.

 




impulse: Can companies achieve greater success by following Bertelsmann’s example?


Mohn: Many roads lead to Rome and business success is determined by a whole host of factors. There are some very good examples of this in connection with companies that have instituted a corporate culture, particularly in the SME domain, where you see hierarchically managed companies that are very well run. This works for a mid-sized company, but is harder to pull off in large corporations. So I’d answer your question as follows: It’s definitely worth considering, and possibly even emulating, what we’ve accomplished here at Bertelsmann. Our system comprises building blocks that should be regarded as having nothing to do with social or economic evolutions-on the contrary. For a corporate culture is a response to changes in the relevant underlying factors and thus can be regarded as a form of progress. Corporate governance plays a key role here. Moreover, I feel that  management style and managers’ deportment need to be analyzed first and foremost.

This can also occur at Bertelsmann, of course. The most impressive management techniques I know of are those I observed in the U.S. However, we can also learn a thing or two from management practices here in Germany- where, for example, corporate managers have completely pushed trade unions out of their companies, which are in turn managed in a very strict and authoritarian manner, in some cases based on the hierarchical management model of the past. Here in Germany, however, some people are wondering who they should turn to in order to reinstate a dialogue.




Corporate management: 


A task of ever-growing complexity 


impulse: Mr. Mohn, many SME owners and executives feel that corporate culture is a matter for large corporations that don’t have any other major issues on their plate.


Mohn: I’m familiar with this misconception, the only correct aspect of which is that a major corporation is no longer major if its corporate culture fails to take account of changes in social conditions and social arrangements. And when it comes to such changes, people simply must realize that business management is a far more daunting task today than ever before, for the simple reason that the top-down, hierarchical management model has become dysfunctional in both the public and private sectors.

Think for a moment about the impact of such unexpected evolutions on many large corporations a decade ago: Companies with a large global market share suddenly found themselves in trouble. That is what can happen if you try to run a company today using a hierarchical management model. State capitalism has become dysfunctional, and fortunately our major public sector organizations such as the German National Railroad (Deutsche Bahn) and the post office are being privatized. But of course the question arises here: What can replace hierarchical organizational governance in view of the fundamental changes in our social paradigms?




The right to self-fulfillment 


impulse: In your view, what should replace the old principle of command and obey?


Mohn: Well, needless to say, we need to take the changes in social paradigms as our starting point. There are no underlings anymore; what we have instead are citizens of a democratic society who feel entitled to realize their dreams. Thus, for example, people need to believe in and identify with the work they are doing. We need this kind of belief and identification in order to improve worker productivity and corporate performance. In other words, all parties concerned need to be able to identify with their company’s goals and philosophy, with the company itself, and with their work. Any company where this is not the case needs to change its corporate culture, a task that entails understanding the principle that if a hierarchical  management organization has become unworkable, you soon realize that you’ve simply got to delegate responsibility.




Delegating responsibility, while fostering creativity, self-fulfillment, and productivity 


impulse: Easier said than done, because let’s face it: Such ideas raise people’s hackles wherever you go.


Mohn: You’re right. People need to begin by learning these principles and practices. How can you possibly delegate authority to people who have only ever followed orders? And when you look at lower-level jobs in an organization, you realize that people haven’t learned to make decisions and improve things and move forward on their own, and have only ever been asked to carry out preset tasks. But in a time of rapid change, this model simply won’t cut it. Managers need to develop a management methodology using entirely different building blocks, must redefine their goals, and must find other solutions. For example, corporate managers need to ask themselves how they can ramp up employee productivity and company performance. They need to consider how incredibly motivated Japanese workers are, as well as the need for increased creativity and innovation in the private sector.

 




impulse: But how do you go about accomplishing that?


Mohn: Well, for one thing, not by expanding your R&D department, that’s for sure. Because creativity has to be  catalyzed among lower level employees-among the people who have direct experience and contact with the relevant tasks and markets. You get creativity by turning department managers into enterprising businesspeople with the real capacity to learn the ins and outs of management, creativity, and progress-and who also must be allowed to make mistakes as part of the learning curve. People who work for hierarchically managed organizations never acquire any of these capabilities.

The key human resource factor nowadays is self-realization. Today, people’s work and private lives revolve around and are driven by the concepts of proving their worth and of showing what they’re capable of. Corporate employees want much the same thing-and this in turn relates to the need to delegate authority. Today’s companies could massively improve their performance and creativity if they delegated responsibility to people working in lower-level positions. And this in turn would enable employees to have a say about what goes on in their company. We need to massively shift decision-making processes to rank-and-file employees; we need to learn how to delegate more decisions to the work force as a whole; and we need to figure out how to encourage employees to participate proactively in what goes on in their company. This in turn would make work far more enjoyable for all concerned, with the result that corporations would benefit to an infinitely greater extent from greater productivity, fewer errors, and better quality-all of which are directly related to each other.

I would like to mention in passing that the Bertelsmann Stiftung carried out a survey on the attitudes of retired  people, with a view to finding out, for example, what happens to people who retire early. Okay, they get a lot of money at first. But then what? The survey, which was conducted by EMNID, revealed something that is highly significant for the corporate-culture issue. Retirees who, during their careers, learned to think for themselves, make decisions, and take actions as part of a team have no trouble keeping themselves busy and participating in group activities. And actually, this makes a lot of sense. Because if you’ve never made your own decisions during your career, you won’t be able to do so when you retire either. I feel that this finding points to an intriguing spin-off effect of instituting a corporate culture.




Redefining goals in the working world 


impulse: You mentioned building blocks. You hear a lot of talk nowadays about customer orientation. If this is the case, how can SMEs orient themselves completely toward customer needs?


Mohn: Well, I think first of all you need to redefine your mission, relative to the received ideas about business aims that have prevailed in our society and in the business world, as well as in the evolution of our economic system, over the past century. Many people, including academic researchers and much of the professional literature on the subject, say that the main purpose of a business is to maximize profits. But in my view, we need to reconsider what the fathers of our social market economy had in mind when they instituted this economic system.

For in point of fact, a social market economy is predicated on the assumption that it will yield better results and will provide a higher standard of living-and that this in turn will enable governments to act in a more socially minded and humane fashion.

 




impulse: We’ve definitely experienced this in recent decades in Germany.


Mohn: Yes, indeed! But then the question arises as to whether the social market economy paradigm is in fact compatible with profit maximization. To put it in a nutshell, the basic principles in this regard that I’ve instituted at Bertelsmann and that I talk about in my lectures are as follows: First, the mission of a business enterprise in a democratic society with a social market economy is to make an optimal contribution to the good of society. But: In any given company, you have various groups of people, which leads me to my second principle-namely that the right to self-fulfillment of each group of persons in a business organization must be recognized and taken on board. Why, I ask you, should this right be the sole province of corporate executives or business owners? I don’t think it should.




For the good of society 


impulse: But do you think that self-fulfillment is workable if customer orientation is not a company’s overarching mission?


Mohn: It’s workable to some extent. Which is why I say that a company’s overarching goal should be to contribute  to the good of society. The goals of all concerned- customers included-simply have to take a back seat to this basic principle. But now I’d like to return to the concept of self-fulfillment.




Shareholders and management abilities 

It goes without saying that shareholders are entitled to expect that the companies they invest in earn a profit or pay dividends. But you also have to realize that under current circumstances, shareholders can make a contribution to a company’s organizational structure and strategic orientation. That’s what I mean by governance. But shareholders rarely play this role in our socioeconomic system, which is exactly why I feel that the management capacities of shareholders should become part of the discourse. For shareholders are a key governance factor for every corporation. But the right to have a say in corporate governance no longer equates to owning company shares.

Needless to say, being the drivers of corporate management gives managers the right to self-fulfillment-for example in terms of the freedom to shape processes as a classic precondition for enterprising and dynamic management. Incentive pay is also part of this. I am totally opposed to paying board members a salary. What I think we need to do instead is base corporate salaries on entrepreneurial criteria.




Employees’ identification with their company 

I’d now like to address the work domain, where it goes without saying that work safety and social benefits must be provided. But there’s another factor here that is a key element of corporate governance-namely, that companies need to create organizations whose employees feel that what the company is doing is consonant with the company’s avowed mission and is also beneficial for society and the relevant markets. And at the same time, employees are entitled to have a say in what goes on in their company, and to have their efforts make a contribution to the company’s success. This type of identification with a company’s mission and goals is a monumentally important element in any corporate culture, and is the key to corporate success.

 




impulse: You have achieved a level of success that is virtually unmatched by any other German businessman, in that you’ve created one of the world’s largest media companies. And you’d have to think long and hard to name a businessman who has created more jobs than you have in the postwar period. So what I’d like to ask you is this: What are the roots of your vision and your corporate culture?


Mohn: Well, first of all, I’ve never taken any other company as a model for my own actions. My convictions are largely the result of the impressions that seven years of war and imprisonment made on me. Being around people, spending time in social groups, and being able to get along with various types of people during this period-  all these things helped to form my world view. When I returned to Germany after the war, the country was in ruins, nothing remained of my company, and all of our universities were closed-which meant that I couldn’t go to college. So I thought to myself, okay, let’s start cleaning up the rubble. The classic issues-How do you run a company? What is private property? What are employees? -were simply absent from my mindset.

 




impulse: So do you think that was an advantage?


Mohn: Possibly, yes.

I had gotten to know other cultures and people from various walks of life, and it was crystal-clear to me that whatever society we were going to build here in Germany would have to be anchored in communitarian principles and practices that had nothing whatsoever to do with received ideas about business or anything else.

 




impulse: Have you ever felt that not having a college education has held you back in any way?


Mohn: Yes, sometimes I regret not having gone to college. But on the other hand, because I didn’t, I’ve been able to learn much more. And I’ve given lectures before all sorts of groups where I’ve not only expressed my views but have also engaged in a dialogue with audience members, who have included-in the same audience, mind you- management teams, experts in all sorts of subjects, and works council members. In such cases, you need to find a confluence of opinions and connect the dots between the positions of various interest groups. You need to figure out what the people who work for your company want.




Employees investing in their companies promotes motivation and economic equality 


impulse: You gave all Bertelsmann employees this opportunity at an early date. Did you do this out of pure selflessness?


Mohn: Not at all. Taxes were sky-high in Germany after the war, and were in particular prohibitively high for an unincorporated company, which is what Bertelsmann was at the time. We were expanding rapidly, the markets were wide open, and we were also earning a profit. I realized that paying such high taxes made no sense for my company. So I decided to distribute profits equally to all of my employees, not for social reasons, but rather for financial ones. And my employees then returned this money to the company as a loan. We needed working capital at the time, but didn’t have any, and no bank was willing to give it to us. But thanks to my profit-sharing program, I accumulated 10 million marks in working capital within a few years-capital that belonged to my employees but that was nonetheless available to the company.

Perhaps, looking back on it, giving everyone an equal share may appear to have been kind of a dumb move. But in fact, it was smart of me to accumulate as much working capital as quickly as possible rather than keeping the money for myself, in my capacity as company owner. So in fact I did the right thing. But I later realized that profit-sharing needed to be systematized.

The relevant model was then optimized and implemented, and today Bertelsmann’s profit-sharing program is subject  to rules and regulations. This type of profit-sharing promotes employee motivation, economic equality, and capital formation for our company.




Impact of employee profit-sharing on the board 


impulse: How does profit-sharing affect your employees? Don’t you run the risk of a dead-weight effect?


Mohn: As I’m sure you can imagine, employees have a different attitude toward company success and profits when they have a share in these events, and notice that the share they receive is sometimes higher and sometimes lower. Also, I’ve observed an effect that I never would have imagined back then. In other corporations, the board of directors has to answer to the supervisory board and to shareholders. But at Bertelsmann, I was, so to speak, the only party that anyone had to answer to.

But once profit-sharing was instituted, the attitude on the part of the board of directors also changed, in that they realized that our employees were paying attention to the company balance sheet and to their share in the company profits. The board then adopted a rule indicating that all Bertelsmann’s investment plans would from then on be based on a fixed percentage of total capital return. That’s our goal. When companies embark upon major projects, there’s always the risk that they’ll want to expand too rapidly-which is sometimes a good thing, but oftentimes not so good. But in any case, this kind of proactive strategy is normal for a proactive board; there’s simply no other possibility. You can quickly get into a situation  where balance sheet totals increase steadily but capital returns decline. Since this time, our board has been increasingly taking this factor into account. Because the directors realize that if a specific level of capital returns isn’t reached, our employees will not hesitate to complain.

 




impulse: You’ve gotten a lot of bad press about this as well.


Mohn: What could just as easily happen is that the board says that the shareholder meeting-in the guise of Mr. Mohn-gripes whenever the company fails to achieve optimal financial results. But the shareholders aren’t the only stakeholders entitled to complain, because our employees and works councils also chime in. This impact on capital returns-in this case via employee profit-sharing-has altered the board’s deportment in that they now plan for the long term. In fact, the board has progressed to the point in this regard that they now veto investments that we realize will reduce our capital returns. Taking account of factors such as a company’s mission and performance is today a challenge that must be met by instituting a corporate culture. It falls to the board of directors, not the supervisory board, to reconcile and harmonize the various interests that come into play here.




Development of a company-specific culture 


impulse: The Bertelsmann profit-sharing model, as it is often called, is today a cornerstone of Bertelsmann’s corporate culture. Do you feel that mid-sized companies should also institute profit-sharing programs?


Mohn: I’d say that the building blocks of a corporate culture can be used in a company of any size-which of course doesn’t mean that every company has to do it in an identical manner. Instead, each corporate culture should be developed and implemented in a company-specific manner. For example, efforts to reach a compromise concerning how the financial pie is to be divided between labor and management always fail. This is simply unacceptable. Each profit-sharing program must be tailored to the company in which it is implemented. Corporate cultures need to be developed within the company concerned. But you also need to know which hindrances need to be taken into account.

Let’s take the example of a mid-sized company that has instituted a profit-sharing program but hasn’t dealt very successfully with its shareholders and partners. And this is at odds with the mindsets of these people. But there are of course ways to run a shareholder meeting without employee participation. For example, for management methodology reasons, I instituted an employee profit-sharing program at Bertelsmann based on a capital beneficiary model that allows our employees to sell their shares on the market, but does not grant them voting rights in the shareholder meeting. Our employees have a say via numerous committees, in our works councils, and  also on our supervisory board, which has employee members who can also sit on various committees. I can well understand that SME owners are reluctant to institute such a model, since they realize that they can successfully expand and manage their company without the cooperation of their employees.




Delegating responsibility: The key to company success 


impulse: And do you feel that SME owners should refuse to give up control of their companies?


Mohn: Absolutely not. I’m totally opposed to that. A business owner will have far greater success in the long run if he totally rethinks his attitude toward delegating responsibility, employee motivation, and so on, even if he has the option to run his company differently. When a successful mid-sized company experiences rapid growth, it may soon reach the point where the company owner is no longer able to make all decisions on his own. Perhaps in former times one person could run a large company by himself. But things have changed, and even an adroit owner of a large company cannot hope to achieve success without instituting a corporate culture that prioritizes motivating all employees and delegating responsibility. So what happens in a large corporation? If a major company fails to take account of the building blocks of corporate culture, it won’t be major for very long. Company growth should not rest solely on the shoulders of its directors-on the contrary. In today’s corporations, executive officers, profit-center managers, rank-and-file employees,  and works councils need to take the initiative to develop their company and contribute ideas to the opinion formation process. If a company fails to institute this process of change or thinks that a company can be run based on rules and regulations alone, things may go well for a time-but the company will soon lose its competitive edge.




Individual responsibility and leeway to act to promote employee motivation 

OEBPS/mohn_9783867932950_msr_cvi_r1.jpg
Reinhard Mohn

Lectures and Essays Il

| Verlag BertelsmannStiftung





OEBPS/mohn_9783867932950_oeb_002_r1.jpg





OEBPS/mohn_9783867932950_oeb_001_r1.jpg
Reinhard Mohn

Lectures and Essays IlI
1996-2006

| Verlag BertelsmannStiftung





OEBPS/page-template.xpgt
 

 
	 
		 
	

	 
		 
	

	 
		 
	

	 
		 
	

	 
		 
	    		 
	   		 
	    		 
		
	



 
	 






