From the President.. .

Nothingness

- Business

as Balance

“To every thing there is a season.. .‘I
Ecclesiastes
Rinaldo S. Brutoco
One of thebest features of life as a business person
is the discipline of balance which it teaches. The
myopically
Messianic yet still successful individual is the exception. Those who flourish in business are primarily
those who develop an astute
sense of balance.
In this issue, we encounter the CEO of a dynamic
multinational
as an environmentalist,
a magazine
publisherasapoet,andagraduatebusinessschool
professor as a compassionate monk. What each of
these seemingly
inconsistent
portraits demon-

stratesisanacuteappreciationforbalancingdifferent concepts, interests, feelings and awareness.
Most likely this ability to “balance” apparent contradictions or points of view is the principle determinant of business success. And the key to success
fullybalancingistobepreciselyawareofwhatyou
are balancing-the
elements of greatest moment.
L?ecausetheroleofbusinessin
themodernworldis
so diverse, we often fail to reflect upon all of the
various interests which business people are duty
bound to balance. This runs from the mundane
continued on Page 8
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Lessons from an Employee

Owned

Business

Tamas Makray
Theexploration oforganizationalstructuresand thebenefitsandchnllengesofemployeeownership
arepartofanon-goingdialoguebetweenMembersoftheAcademy.
TamasMakrayfrom S~oPaulo,
Brazil writes his response to Rolf Osterberg in Stockholm, Sweden.
Dear Rolf,
It was good to agree with you in our discussionson
thedesirability
of employeeownershipduriing
the
Academy retreat. And it was good to read your
thoughts in the March issue of Perspectives.
So let me share with you some of the ideas and
experiences we have had at Promon.
I. Alittlehistory

may beuseful. Ourcompanywas
in late 1960 as a So/SO

started very conventionally

joint venture between a Brazilian and an American
contractor.
We offered integrated engineering
services for the process indushies in Brazil. The
company was small, investment irrelevant, with
the owners staying at a distance, letting the business be run by its managers.
When the political and economic situation deteriorated in Brazil, the American partner considered
getting out of the country. It was expected that the
company would be closed down. A group of key

World Business Academy

Perspectives

continued from Page 1
employees prepared for the worst and registered
a partnership to continue the business in the case
of liquidation.
That was in 1964.
The economy improved, the company was not
liquidated but the American stockholder had no
interest in staying. After two years of negotiations, the employees’ partnership
acquired the
shares of the American contractor.
Growth and diversification
brought conflict of
interest with the Brazilian contractor, owner of
50% of the company. Another two years of negotiations resulted in the purchase of their shares
also by the employees’ partnership.
II. The year is 1970. The company has a staff of
500. The ten years of struggle have taught some
lessons:
l
It is terrible to be an employee and depend
totally on the owners of the business. You
maybe sold, merged or closed down without
your slightest participation
in the decision.
l
The staff spends most of the day at the
workplace, may spend their entire professional lives in the company with colleagues
andfriends,sowhathappensthereisveryimportant to them-ften
more important
to
them than to the owners.
l
Privileges are so ugly. We should try to be
equal. Ideally all employees should be more
or less equal shareholders and participate in
at least those decisions that affect them directly.
l
Conflictbetweencapital
and labor (owners
and staff) is mortal. It goes against the very
nature of any venture that is based on cooperation, or even better, co-creation, by all
stakeholders.

III. The basic structure of the organization
is as follows:

today

The partnership formed by the key employees in
1964 controls the organization
with the prime
objective of ensuring that basic principles and
policies are complied with. Seventy active senior
members of the professional staff own the company. Participation
is by invitation, consensus is
necessary, and maximum
ownership is limited
to 6%per person.
The original engineering companfs
scope was
amplified and today it coordinates operations in
various areasof technology. It is jointly owned by
the partnership (55%) and some 2ooO shareholders, all employees of the organization.
The total
staff is around 3,ooO, and 41% are university
graduates.
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IV. Nineteen years of experience as an independent, totally employee-owned
organization
has
resulted in the following rules and operational
procedures:
Acquisition:Sharesmustbepurchasedbystaff
members, they are not given.
Value: The price of shares is the audited book
value, adjusted for contingencies.
Access: All employees are encouraged and
evenexpected tobecomeshareholders.
Agradual build-uporownership
isnonnal during the
career of the professional. Sharesare not inheritable in case of death, they cannot be donated
and cannot be sold to outside parties.
Purchase
provision
shares in
mination

back provision: Contracts include a
whereby the company repurchases
the event of death, retirement or terof employment.

Ceilings: A maximum
of 6% in the holding
partnership.
A maximum of 2% in the operating company.
That means that combining
indirectanddirectownershipnobodycanhave
more than about 5% of the capital.
Transactions:
Staff members are free to buy
and sell shares from and to the company but it
has to be understood that equity ownership is a
means of finandal engagement in the company
and not a form of financial investment.
Phase-out: In the partnership there is an “equity phase-out”
provision,
whereby staff
members who approach company age limits
reduce their participation
on a steady basis,
over up to 10 years.
Profit destination:
In principle, 70% of the results are distributed
and 30% retained in the
company.
The distribution
is in equal parts
as dividends and as profit-sharing,
the last
according to merit and performance.
Return on investmenE
Over the years, the
shares have afforded their owners levels of
profitability
reasonably above those of altemative non-speculative
investments.
Financing:
The private pension fund of the
employees extends loans to those who may
need financing for the purchase of shares.
V. Election of directors and officers.
Elections are held every three years for Board
MembersandOfficers.
Conditionstobeeligibleare
to be a member of the partnership, have a managementpositionandbeundercompanyagelimitand,
of course, to be a willing candidate.

July, 1989

Thefirstselectionismdein
theholdingpartnership,
a second in the operating company.
The vote is
secret, collected by independent
auditors. A minimum of a 50% vote is required as it is felt that a
massive support is essential for a strong management.
VI. Equilibrium

of this model of ownership.

This ownership model postulates a minimum
return so that the system generates funds
creaseemployees’ revenues bydividendsand
sharing that in tom enables them to finance
requirements.
Whenever profitability
model may experience
This situation may be
significant number of

rate of
that inprofitcapital

should like to stress that the essence of this
“professional conummi~
model is participation in the life of the organization, not only in its
capital. To buy shares is relatively easy, but it
does not mean by itself that you are engaged in
a creative, living. dynamic community.
And as
youreadinourCharteP,
webelievethepurpose
of Promon is to create conditions for professional and personal fulfillment
and realization.
We may continue this informal exchange of
ideas possibly in a forthcoming
Academy retreat. I am looking forward to that opportunity.

fallsbelow certain values the
some operational imbalance.

Wannest

further

Tamas

compounded

shareholders

when

a

leave the coml

pany.

personal regards,

For the full text, see the January 1989 issue of

WBA Perspectives.

Naturally, Rolf, this model seems to be more compatible with service industries than with capital intensive investments.
We pay particular attention to
maintain the level of fixed assets as low as possible.
Certain activities which would unduly increase the
book value of the shares are practically excluded
from the options. For example, land and buildings
were the object of a spin-off years ago to make equity
participation
more accessible to new staff members.
And, of course, this model is immune
to hostile
takeovers and guarantees stability in rendering professional services for long term major programs and
projects.

“...the bottom line follows everything
breathing.

To conclude these incomplete observations, I

it’s required.

So we don’t

Tamas M&ray was born in Budapest, Hungary, lived
in Austria, Switzerland and Canada and settled in
Brazil in 1953. He graduated from McGill University,
Montrealin1953withadegreeinChemicalEngineering and attended a BusinessAdministration program
at FundacsoGetulio Vargas, S&JPaula, Brazil. After
graduation he worked in the construction of process
plants during the early stagesof the industrialization
of Brazil, and has specialized in engineering design
for the past 30 years. Presently he is Chairman of
Promon Tecnologia S.A., a major engineering design,
employee-ownedcompany,operatinginengineering,
and electronics in Brazil and several other countries.

else. We say in our company that profit is like

pay a hell of a lot of attention

to it. We pay attention

to

creating an environment, setting up the circumstances and the goals, so people can do the
work that produces thebottomline. I havealittlepoemcalled
‘Threads,‘andit endslike this:
Listen.
In every office
you hear the threads
oflove and joy and fear and guilt,
the cries for celebration and renssurance,
and somehow you know that connecting those threads
is what you are supposed to do
and business takes care of itself
I wouldn’t for a minute want anyone to think that’s management
by the wimps, or mushy,
without discipline and control. It’s not. It’s a matter of providing the kind of environment
where people exercise their own discipline and control.”
Jim Autry of Meredith Corporation
lisher of Business Ethics.

in conversation

with Marjorie Kelly, editor and pub-
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Sign Posts
Emerging ways of doing business
Environmental

Stewardship

Key for Du Pont

WBA Board Member Herman Maynard of Du Pant’s Wire and Cable Division shared with us the
following speechmade May 4,1989 to the American Chamber of Commerce fUK) in London, by
Du Pant’s Chairman Edgar S. Woolard, Jr. in which he laid down a corporate agenda for
environmental leadership@ the next de&i.
“Environmentalism,”
Woolard said, “is now a
mode of operation for every sector of society industry included. We inindustry have to develop
a stronger awareness of ourselves as environmentalists. I am personally aware that as Do Pant’s
chief executive, I’m also Du Pant’s chief environmentalist. In other words, I’m calling for corporate
enviromnentalismwhichIdefineasanattitudeand
a performance commitment
that place corporate
environmental
stewardship fully in line with public desires and expectations.”
He stated that historically corporate insensitivity to
public opinion and industry’s lack of credibility
which has “probably never been lower than in the
wakeof thevaldezaccident,”
were two obstacles to
corporate environmentalism
becoming a reality.
“The third obstacle that can get in the way of our
becoming corporate environmentalists,”
he said,
“is the technocracy of modem industrial corporations. We have been too inclined to act as though
public wishes and concerns matter less than the
technical opinions of scientists and engineers”
Woolard then outlined
a corporate agenda for
environmental
leadership and some of the goals
Do l’ont will accomplish by the end of the next
decade or before:
l
Do Pant manufacturing
facilities have had a
goal of 35 percent reduction at the source of total
hazardous waste by 1990. We expect to make
that goal. But we won’t stop there... Waste reductionwillbeoneof
Dul’ont’sprimarytechnical objectives during the 1990’s.
l DuPontwillmanageatleastl~squarrmiles
of land to enhance the habitat for wildlife, with
a special emphasis on wetlands.
l
Du Pant will eliminate heavy metal pigments
used in the manufacture of some plastics.
l
Du Pant will take an increasing responsibility
for the efficient and environmentally
acceptable disposal of the plastic portion of the global
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solid waste stream.. . Our first plant (to reclaim
and recycle high-value polymers from municipal wastes) will start up early next year.
l
Do Pont has often included community rep
resentatives in discussions of present and
planned local plant operations. We will extend
this practice to all manufacturing
sites and
involvecommunityrep-tativesinallmajor
planning activities relevant to public health or
the environment.
l
Finally, Du Pant has for some time considered environmental
performan*both
pro
and con-in
determining
compensation
of
company managers. We will make this procedure more direct and formal for executives
from middle management
to senior officers of
the company.”
Explaining why he was delivering this meswge in
Britain he said, “In the environmental
arena, the
issues are beyond the scope or ability of any one
company or any one country to correct. That% no
excuse for not embarking on individual
or unilateral action. But we have to keep in mind that the
economic consequences of environmental
action
in terms of trade-offs, standards of living, and
industrialcompetitivenessaffectthewholeworld,
and thusweneedmoreinternationalmechanisms
for addressing environmental
issues...”
‘The primary point for a manufacturer
is that
industryneedstomaintainthesamehighenvironmental performance standards regardless of the
country of operation.
The actions of any one
company will continue to reflect on industry as a
whole, and it’s fair to say that manufacturers
around theworldareinthistogether.
Industry has
a checkered past of successes and failures in environmental matters, and as a result, manufachmers
have been painted many colors in recent years.
That will have to change. In the future, we will
have to be seen as all one color. And that color had
better be green.”
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Merchants

of Vision

o

This space highlights Academy Members whose business and personal lives model the emerging
new paradigm
in action, and exemplify our motto, Beyond Business-Through Business.
One way to insure access to high quality natural
foodsistocreateandsupportaninfrastructorefor
the natural foods industry that stimulates its
growth and professionalism.
Doug Greene has
done just that since starting New Hope Communications in 1979 to publish Natural Fwds Merchandiser which pioneered ways to distribute new
food products and disseminate nutritional information.
The magazine’s success led to a trade
showin1981,attendedby3,500peuple.
Theshow
isnow thelargest natural food event in the world.
Twelve thousand attended the latest convention
inAprilincludingdelegatesfrom
Japan,England,
Australia,
Germany,
Singapore,
Hong Kong,
Venezuela and South Africa.
New Hope, located in Boulder, Colorado, also
publishes DeZicious, which is distributed by natural food store owners to 800,000 customers. Their
Expansion Management, which focuses on corporate growth issues, is available only by invitation
to tar@ed companies and individuals.
In October New Hope will launch Organic Times,
a trade magazine for the organic food industry.
“Consumer demand is way ahead of the growers,
retailers and distributors,”
Greene says. ‘With
our long-term commitment
to a cleaner, mote
nutritious and cost-effective national food supply,weseethispublicationasawaytoeducatethe
agricultural
indushy which, to date, has been
heavily dependent on the chemical industry for
its information.”
One of their first attempts to
reach the agricultural
community
was a 1988
conference on diversified
farming which 35M)
fanners attended.
Greene’s entrepreneurial
efforts also extend to
other countries. After the invasion of Grenada,
New Hope sponsored a conference on entrepreneurship and free enterprise to help reestablish
their economy.
The thirty “instructors”
called
themselves The American Corps of Entrepreneurs. Since 19% Greene has been part owner of
a restaurant in Grenada called Delicious’ Landing
which is now the number one restaurant in the
country on a dollar volume basis. He has been to
Grenada twenty-two times since 1984 trying to
help the country develop economically.
New
Hope also sponsored Grenada’s team to the 1984
Olympics.

Solving the complicated riddle of South Africa is
Greene’s other international
focus. He is part of a
group of Europeans and Americans who have
launched a non-profit foundation in South Africa
which is establishing a school. “There are tremendouslessonstobeleamedabouthateandprejudice
and how to transcend them without a gun,” he
SaYS. “It’s much more than just a white/black
issue. I wish it were that simple. Continually,
members of the white business community
tell me
apartheid is dead. The challenge is to dismantle it
in a way that does not create a major armed conflict.” He cautions that we have to move carefully.
“IthinkeconomicsanctionsagainstSouthAfricain
this case are misguided.
Well-intentioned
actions
by Americans are actually.adding
to the problem
and I feel a responsibility
as an American to do
somethingconstructive.
Iintend togobackonceor
twice a year.”
Greene maintains an active profile in local, state
and national politics. Drawn in by the personality
or issue more than party, he has worked in Republican, Democratic and nonpartisan politics.
What draws him to the Academy?
“Fellowship,
pureandsimple.
Withallofthedifferent
thingswe
arealldoingintheworldit’sagreatchancetoshare
true fellowship, which means hearing each others
stories, sharing ideas and getting honest feedback.
For me, the Academy is a fellowship organization
for those of us who are trying to use the business
instrument to its fullest capacity as an agent for
positive social change.”
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Compassion-the
Excerpted
Michael

from

“Creativity

Essence of True Creativity
at Work”

in The Business Journal

April

1989

Ray

Peopleconfusecreativityandintuition-thinking
that intuition, or the faculty of knowing or getting
ideas without conscious reasoning, is synonymous with creativity.
Intuition
is an important
part of creativity and a key aspect of business, but
usually we have toa many ideas, not too few. We
need to be able to know the right course of action
at the right time. And forth& we must utilize all
the aspects of creativity, including intuition.
In fact, the most essential part of creativity is
compassion, because it brings together in a catalytic combination
the personal and the organizational aspects of creativity in business.
I’m not talking here about the compassion that is
the mushiness of do-gooders. What I’m referring
to is a deep inner trait that we all have (but almost
never recognize or act upon) that bestows loving
kindness first on ourselves and then on others. It
is the part of us that acknowledges with certainty
that we have unlimited
creative potential, even if
we seldom bring out or use that potential in the
world. And it is also the part of us that acknowledges that potential in others.
Imagine working with this kind of love and respect for yourself at all times and at the same time
knowing and acknowledging
it in everyone you
work with.

Scott Peck, in his book The Different Drum, tells a
story called ‘The Rabbi’s Gift.” In it, the abbot of a
dyingChristianorderwithonlyfivemonksallover
70yearsoldpaysacalltoanoldrabbivisitinginthe
forest near the ordetis decaying mother house.
They commiserate on the lack of religious fervor
left in the world. They embrace and as the abbot is
about to leave, the rabbi says, “I have no advice to
give. The only thing I can tell you is that the
Messiah is one of you.”
This was the rabbi’s gift. Once the abbot reported
this to the other four aged monks, they began to
treatthemselvesandeachotherasiftheyeachwere
the Messiah. And people who happened to be
hiking near the monastery were attracted by the
extraordinary
love and respect there. More and
more people came to play and pray. Young men
who came began to talk to the monks. A steady
stream of them asked to join the order. And it
began to flourish once again.
Suchis thecompassionthatistheessenceofall
true
creativity at work.
Academy Fellow Michael Ray is professor of Creativity
and Innovation and Marketing at Stanford University’s
GraduateSchoolofBusiness. HislatestbookCreatioityin
Busi-, (co-authored with Rochelle Myers, Doubleday,
1986) is based on his Stanford course of the same name.

Drawings in this issue murtesy of R~@la Dwmk
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It’s All a Matter

of Scale

“Who and what is an entrepreneur?” and “Is entrepreneurship an appropriate vehicle for encouragingdevelopmentofthekind
that willcrenteaviablefuture?”
werequestionsdiscussedat WBA’s

May Forum.
The answers may lie in microenterpri-ntrepre-

to be successful. We are interested in creating

neurial ventures which create wealth while building community
self-sufficiency and individual self
esteem. As a” example, a woman in El Salvador
who invested a $50 loan from her village bank in
fabric to make children’s clothing, at the end of one
year had a monthly income of $246 in a country
where the average annual income is $250. She is a
successful entrepreneur
just as much as any
founder ofan electronics firmin Silicon Valley. The
same motivators apply. IYs all a matter of scale.

something that not only creates economic
but societal value as well.”

These kinds of success stories happen again and
again according to Barbara Rodey, executive director of FINCA (Foundation for International
CommunityAssistance1,
whichworkswithpeopleat
the
survival level in developing countries. ‘What we
have learned,” she says, “is that development
comes from the bottom up, because only people
develop. Entrepreneurial
activity builds a sense of
self esteem eve” for the poorest. It is part of the
human spirit-the
desire to create, to have control
of yourownlife,
tobuild one’sworld foroneselfand
one’s family regardless of our economic, social or
cultural level.”
Thevillagebanksfundedby
FlNCAaretotallyselfmanaged by the community.
Each participant’s
creditlineexpandsastheyrepaytheloansandbank
their savings which are averaging 20% of the loan
value. The village banks eventually become selffunding and the money is then available to seed
banks in other villages.
FINCA’s loan repayment rate is over 96%. When
contrasted with thecrippling
unpaid debt resulting
fromloanstogovernmentsindevelopingcountries,
the return on investment for microenterprise
is
outstanding.
Motivators for many financially sophisticated entreprenews in industrialized
countries go beyond
the rewards of the Wall Street type of “Power and
Money Game.” George McCown, Managing Partner in McCown De Leeuw & Co., a venture fund
which acquires divisions and subsidiaries being

divested by major publicly held companies, establishing them as stand-alone enterprises says, ‘The
power and money game is a limiting

game because

it has only power and money as the reward. I just
won’tplayit-andyoudon’thavetoplaythatgame

value

“Before the industrial revolution, everybody was
an entrepreneur,”
says George Zimmer, founder
of The Men’s Warehouse.
Entrepreneurs
are
“renegades, risk takers, people who want to be in
charge of the creative process.”
“Entrepreneunarepeople
who have the ability to
translate their dreams into reality and the people
who don’t are still dreamers,”
says Rinaldo
Brotoco merchant banker and proprietor of the
Red Rose Gallerie, a national mail-order
comby definition,
are inner
Pa”Y. “Entrepreneurs,
directed.”
But what about the poor in this country. “Microenterprise projects in the developing
world are
giving us intriguing new methods for approaching solutions for people in this country who have
been locked out of the economic mainstream,”
says Academy Fellow Jing Lyman, founder of
National Coalition for Women’s Enterprise, a”
advocate and information
clearinghouse
for
women’s enterprise issues. ‘Women entreprenews-particularly
low-income
women and
women of color-face
barriers beyond those
common to any small business start-up,” she says.
“Start-up
capital is particularly
difficult
for
women to get because banks don’t understand
how to give credit to a largely service economy if
it is based on cash flow.”

The success of microenterprise in developing
countries challenges us to take a closer look at our
assumptions of what and who creates wealth and
well-being in society.
Pat Barrentine,

Editor

For further information
contact:
FINCA
2504 East Elm street
Tucson, AZ 85716
Phone: 602-325-5044
National Coalition for Women’s Enterprise
30 Irving Place, 9th Fl.
New York, NY 10003
Phone: 212-505-2090
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balancebetween
“big” and “little” in all manner of
forms, to the more interesting
balance between
“trickle up” and “trickle down” in economic policy. Productivityintheeconomymustbebalanced
with thenecessity
torestoretheenvironment.
The
dramatic balance between free economic choice
versus the social necessity to prevent anyone from
starving--even
if they choose.
Human rights
versus political realities. The list is endless.

What makes ethics a
distinctive ally of business
is not so much that it helps

Inourbusinessorganizationswemustbalancethe
legitimate needs of various stakeholders
in the
enterprise:
employees,
management,
shareholders,customers,creditors,vendorsand
thepublicat
large. In enterprises
of all sizes, the outstanding
leader is he or she who can best perform a Solomonesque balancing of the enterprise.
Thechallenge
for those of us in the business world
is to employ the same skill, or perhaps an even
greater skill, in the balancing we perform in our
personallives.
Agreat soul isone who canbalance
actions with thoughts, risk-taking
with prudence,
masculinity
with femininity, justice with compassion, head with heart, anxiety with love, the material world with the spiritual, and those pursuits
which are “in the world”
with those which are
“not of the world.”

Peter Koestenbaum

The Heart of Business

We must be skilled at balancing to be successful in
a business enterprise.
That very skill provides
business people with the opportunity
to develop
our fullest human potential. We can use our skill
at balancing as a tool to open the successive doorways to OUT heads, our hearts and our souls to
engage the Divine within us. Having done so, we
will enjoy a fuller experience of what it is to be
human and successful in all ways, beyond belief.
RinaldoS. BrutocoisChainnanof
DorasonColporation, Proprietor
of the Red Rose Gallerie and
President of the World Business Academy.

TheWoaLoBuslN~sAuohtvisanintemationalnetwork
of business executives and entrepreneurs who recognix a personal commitment to utilize their skills and
resources in the creation of a positive future for the
phet.
WBA Perspectives servesas a forum wherein Academy

MembersandFellowsmayshareandcompareviewson
issues.Articles,editedasnecessaryforspaceconsiderations, are presented for discussion and debate. They
reflect the views of the author and do not represent a
position of the WORLDBUSINESS
ACADEMY.
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