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I gratefully dedicate this book to the many helpful people in our company who have stood by my side as I developed Bertelsmann’s enterprise culture, offering encouragement, counsel, and constructive criticism. I owe this gratitude most particularly to my wife!

FOREWORD
Both as an entrepreneur and as a Foundation member, Reinhard Mohn does all he can in deed as well as word to further the cause of justice, welfare, progress, and peaceful coexistence among the peoples of this world.
With this book he offers politicians and public administrators the benefit of his rich fund of experience gained from more than fifty years of dynamic and creative involvement in the private sector. Using concrete examples, he explores the ways in which successful initiatives in the business world can be carried over into the public sector to bring about necessary reforms. Reinhard Mohn offers interesting recommendations for reform in a variety of areas such as motivation of the workforce, delegation, and subsidiarity. Particularly in a period when people are increasingly weary of politics, these suggestions ought to prove especially interesting to those in positions of responsibility in politics and public service.
Reinhard Mohn is a severe-looking man—scarcely surprising in someone who has borne heavy responsibility over many years. But in conversation it soon becomes clear beyond all doubt that his heart belongs to humanity and humane values. Dialogue, commitment, solidarity, ethical convictions, as well as efficiency, are the essential elements in his vision of a better and more sustainable future for the world and for each and every local community.
We, his friends, colleagues, and readers in the Club of Rome, are delighted and grateful that Reinhard Mohn, one of our Honorary Members and Governor of our Club of Rome Foundation, is publishing this impressive book full of his forceful convictions and insights, all of them based on his solid experience of life.
—Ricardo Diez Hochleitner,
Honorary President of the Club of Rome
Eberhard von Koerber,
Vice-President of the Club of Rome
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NEW PREMISES FOR THE GOALS AND METHODS OF THE ENTREPRENEUR
INTRODUCTION
In the course of my professional career as an entrepreneur I have come to know a great variety of social and economic systems. Both the successes and the failures that I have encountered in the process have made me aware that, given the dramatically different conditions that now affect people’s lives, it is high time to develop new goals and new approaches. Any future order of things, however, can endure only if it is in accord with humane principles and, above all, with the very different way in which people now perceive themselves.
If we are to develop new aims and objectives for the future, there is relatively little to be gained by looking back at the past. In our present circumstances it is more a question of using our creativity, our powers of judgment, our ability to give shape to things, in order to discover a new and appropriate path. It seems to me that the entrepreneur has the best qualifications for this task. For in order to succeed, entrepreneurs have always been compelled to adapt to people’s wishes and to respond rapidly to change. The competitive world of the market economy tolerates neither dogmatic systems nor forms of behavior that run counter to the essential nature of mankind. To give one example of the very different circumstances in which we now live: In earlier days, it was obligatory within the context of the state to preserve traditions and stick rigidly to rules and regulations. Since progress in the sense of steady change did not yet figure among society’s aims, the sole criterion for judging the work of public servants was its “orderliness.” In our present age of global competition between different systems, however, this “orderliness”—in other words, this dogged adherence to outdated habits—would be a dangerous error.

THE MARKET
Since time immemorial, the production of goods and services has been organized on the basis of the division of labor. The interchange of supply and demand used to take place in the “marketplace,” or at any rate via the “market,” this exchange process being made considerably easier through the introduction of money.
Supply increased in scale and range as a result of the development of science and technology, while the market expanded due to burgeoning competition and the growth of advertising. Then improvements in communications and transportation allowed the once purely regional market to broaden into the global market of today.
Politicians, however, were relatively slow to grasp the importance of the market for people’s standard of living and their general sense of contentment, and for this reason it was long believed that national sovereignty could also be extended to include the economy. Today, however, all the most important national markets have open borders. They have opened themselves up to a free and global exchange of goods.

OUR CULTURE IN A STATE OF FLUX
The good old days in which almost everything followed a well-established pattern have long gone. Today, differences of opinion regarding aims and methods lead to serious arguments and bitter disputes on a global rather than a merely regional scale. The body of shared values that a society must have in order to remain a coherent community is in tatters. International cooperation is bedevilled by egotism, dogma, and the thirst for power, factors which have not infrequently resulted in chaos marked by conflict, severe hardship, and misery, and have even led to the collapse of the relevant country’s political structures. Those in positions of responsibility must therefore come to realize that the premises and rules enabling people to live together in a truly humane way and to enjoy a stable social order have fundamentally changed!
Already in the twentieth century change was taking place with unprecedented speed. But it will become even faster due to the increase in knowledge and its ready availability! Whereas people in earlier ages developed their culture on the basis of traditions that all had experienced, we in our current process of change have not managed to bring the various international social orders into harmony with one another. In earlier periods of civilization, social systems were directly determined by the ruling elite with their own particular experiences and their determination as the key influences, and they sought to achieve their ends by instituting hierarchical structures. Even value systems, so indispensable to the life of any community, were laid down by those in power entirely at their own discretion! So long as such systems were able to prevail, those in power had no incentive to change. On the contrary, since change of any kind always appeared to harbor risks as well as possible benefits, what mattered was to strive to maintain the status quo—especially by fostering tradition. To those in power this manner of organizing society seemed most likely to guarantee a lasting and secure state of affairs. As to what might be in the best interests of their subjects: they never gave it a thought.
In China, for instance, this kind of rule continued for very long periods of time. However, it presupposed that any external or internal impetus for change could be resisted—something that was largely achievable in China thanks to its geographical situation. For the nation’s subjects at that time, issues such as “dissatisfaction with their standard of living” or “the demand for progress” simply didn’t exist.
In Europe, on the other hand, the dominant groups in culture and politics did not always manage to achieve a comparable degree of durability. Indeed it was a particular feature of European countries that they found themselves caught up in an ever accelerating process of political, economic, and social change, and had to try to survive in the face of constant threats and great instability. Repeated attempts to ensure continuity by establishing dynasties and imposing sociopolitical dogmas of one kind or another increasingly failed because of the inadequate leadership skills produced by such systems.

AN AGE OF NEW POSSIBILITIES
Today, technical progress and the general increase in knowledge allow people to aspire to a better standard of living and to demand more freedom to shape their own lives in the way they wish. The question of how to realize these goals, however, is the subject of constant and heated discussion on all sides—though these controversies are frequently characterized by self-interested political maneuvering on the part of the various social groups, who thus display a lack of objectivity and fairness. But let us console ourselves with the fact that it always takes time to fashion a new culture—and this applies equally to the current state of development of our own democracy and to the process of modernizing Germany’s economic system!
In the meantime, the bad experiences of the past few decades—and also their successes—have taught us that quality of leadership is the key determinant of success in all areas of life. It is no doubt regrettable that this knowledge has not yet made sufficient impact on the way our current systems are evolving, but we should nonetheless take care not to be premature in seeking to enshrine new social and political systems in law, for we in Europe are currently in a very good position to see just how problematic dogmatism and inflexibility really are.
What we do need now, on the other hand, is full acceptance of the European Union, and the ability to develop effective management methodologies that make it possible to delegate responsibility downward, and to spark new impulses from these lower echelons. In trying to bring this about, we need to bear in mind that the top echelons in the various organizations making up our society lack the requisite competence, and are therefore hopelessly overstretched and incapable of succeeding in their task. The impetus for reform is therefore very unlikely to come from this quarter. Our reflections on these matters may well receive considerable stimulus from the example of progressive large companies, from the example of democracy and the political involvement implicit in its form of civil society!

BRINGING MANAGEMENT METHODOLOGY UP-TO-DATE
In undertaking this task of developing a new management methodology we must not let ourselves be seduced into paying undue attention to regional or group-specific interests and hence producing solutions that are not designed first and foremost to benefit the majority. Since in Germany, too, sheer size and power still play a dangerously large role, those who run the various organizations within our society must abandon their dogged adherence to established hierarchical positions. This is a path that leads nowhere, and the failure that it would unquestionably result in could well prove disastrous. Monopolies are not a good thing either in the economy or in society as a whole!
The impetus for accomplishing the necessary reforms will probably not come from the realms of politics or academia, nor will it come from those now in power. It will come instead from people who excel in independent thought, creativity, and community spirit. To put this another way: It might well be that by developing a decentralized civil society we shall arrive at the kind of management methodology that we need in order to have leaders and managers in politics and the public service who are genuinely suited to their functions and are capable of learning new things.
The learning process will presumably happen more quickly in the private sector, since greater pressure is exerted here by the realities of competition. Businesses with outdated hierarchies or wrong goals—an exclusive focus on maximizing profit, for example—cannot unlock the flexibility, commitment, and creativity in people that today’s circumstances demand. Speaking generally, we can say that large concerns—and I include the apparatus of the state here—will have a much more difficult time handling these reforms than medium-size businesses will, since in large state organizations any form of management involving creativity and enterprise is for the most part deliberately reined in to minimize risk, and to ensure that all staff achieve similar levels of performance.
Attempts at the political level to balance the different interests within society, and the antagonistic discussions between the representatives of the various groups involved, have considerable consequences for the economy given the very diverse conditions under which it has to work—but scarcely any attention is paid to these consequences. The politically attractive goal of “equality” is inappropriate to the economic realm in terms of both issues and people. The government dreamed up the idea of “round table” discussions—on the labor market and the health system, for instance—but this initiative, too, has largely failed to impress. After all, it doesn’t begin to tackle the real causes of the ever more apparent mess in which we find ourselves, for those involved think that with the backing of the country’s political leadership they can push the “right” solution through, without regard to the very different objectives involved or the necessary financial room for maneuver. People will soon have to realize, however, that even when it comes to the general good, there are limits to what is possible. It should already be giving us pause that the figures both for productivity growth in the German economy and for Germany’s gross national product are looking increasingly poor in comparison with the rest of Europe!
It is perhaps only by looking at the practice in other countries that we will come to realize that the many interventions on the part of government on the one hand and employer/union negotiating bodies on the other do not improve workers’ pay, benefits, or living conditions in the public or private sector, but in reality worsen them. And perhaps we will also realize that entrepreneurial management and the performance-orientation principle still represent the best available management methodology—and one that is gravely damaged by constant state interventions! We should also recognize that the “culture of conflict” that is considered such a laudable feature of a parliamentary democracy constitutes a seriously disruptive factor within the economic sphere with its success-oriented objectives. In today’s businesses with their necessarily highly decentralized structures, the worst thing one can do is to undermine the motivation of the workforce, as this makes it impossible to operate a decentralized, entrepreneurial management system—a system based on motivation, creativity, and commitment, and the only one capable of handling a task that will become ever more difficult as time goes on. What we need are people willing to commit themselves to their particular company with all their creative talent—and we need this kind of commitment at every management level. We must accordingly strive to maximize people’s motivation, and we must see to it that they identify with the goals of their organization. But if we practice a culture of conflict in the private sector then we achieve exactly the opposite effect!
Adversarialism has its place within a democracy. But management of any enterprise that is performance-driven and subject to competition needs a workforce willing to cooperate and to identify with the organization and its aims. What it does not need is a culture of conflict! So far as the public sector is concerned, it would almost seem as if we had learned nothing from the failure of the centralized planned economies in the socialist countries. Even the countries of the Third World have meanwhile shown a better understanding of the implications: they are putting their faith in competition, individual initiative, decentralization, and entrepreneurial creativity. We, too, should say good-bye to old habits of mind. Though it is true that to do this we need detailed knowledge of the relevant field, sincerity, and the courage to implement reforms!
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NEW GOALS FOR THE STATE, NEW GOALS FOR THE ECONOMY
THE PATH TO NEW GOALS
The original aim of the economy, namely to meet the population’s needs in respect to goods and services, remains the same as it ever was. And the same applies, so it seems, to the aims and incentives of capital. For, as in the past and doubtless also in the future as well, those who possess capital today seek to increase their wealth. In respect to the function of capital within the context of a business, however, decisive changes have occurred. The widespread but fallacious view that capital plays the leading role here is a hangover from the period when great fortunes were being amassed, a period when the realities of industrialization meant that particularly enterprising ventures led to the accumulation of vast amounts of capital. As most people at that time had no clear understanding of the multifarious functions of an entrepreneur, they characterized entrepreneurs quite simply in terms of their most conspicuous feature, namely their “wealth,” and defined them as “suppliers of capital.” This designation was indeed apt in respect to the original entrepreneur, the introduction of corporations resulted in a distinct separation of the functions of management on the one hand, and supply of capital on the other. The ensuing battles over the division of responsibilities gave rise to the rather imprecise distinction between “capital” and “labor.” But we should not lose sight of the fact that in reality the most important success factor in any business is its management! An accurate characterization of the various groups involved would therefore need to distinguish between “management,” “capital,” and “labor”—though in most cases today the influence of management is far greater than the impact of investors in the form of “financing” and “boardroom oversight.” Particularly in difficult economic situations everything depends first and foremost on the skill of the management!
This state of affairs is well illustrated by the socially very significant problem of ensuring continuity when ownership passes from one generation to the next. For not every inheritor is capable of fulfilling the role of entrepreneur, and attempts to do so often result in the company’s demise. We must therefore draw a distinction between the shaping role of the entrepreneur and the function of capital as now generally practiced. The contribution of capital as, among other things, an overall control mechanism does indeed remain extremely significant—but it is the entrepreneur with his entrepreneurial flair who shapes the company’s progress.
The increasing dependency of employees on the management style of their companies has led, over the course of the last century, to serious protests and interventions on the part of both the unions and the state, but none of this has produced a method of bringing influence to bear that is fully appropriate to the situation or compatible with the needs of the economy. The employers bemoan the increasing restrictions on the scope of their decision making and the financial burdens imposed on them; the unions demand more solidarity and a bigger say; when things develop in the wrong direction politicians attempt in their own particular way to remedy the situation by trying out corrective measures—as in the case of nonwage labor costs—that say very little for their business skills, as the example of the labor market clearly demonstrates. In these days of modern communications it would be easy to draw comparisons with other countries as regards the principles behind government financing. But the politicians responsible do not appear to be interested in this. In order to retain power they wish to prove that their way is the correct one! Here we really do have to speak of a flaw in the system—all the more so given the fact that in this country political competition very clearly doesn’t entail enough in the way of sanctions.
Faced by stagnation in the economy, the public is slowly realizing that the many interventions by government and by the various parties involved in wage negotiations do not improve the performance of either the state or the economy, but in reality hinder it! The state, its politicians, and the unions all need to grasp the fact that entrepreneurial management of an organization still represents the best available management methodology. If today this form of management can be given modern expression through the enterprise culture system, then all involved will achieve the degree of engagement and identification with their organization that will enable us to withstand global competition and once again reach a top position in the international rankings. Furthermore, within the context of a true enterprise culture a due sense of involvement on the part of a company’s stakeholders can be achieved much more easily and effectively than is the case if one is sitting around a table with the putative assistance of politicians.

THE CONSEQUENCES OF A NEW CONCEPTION OF MAN
It is not only the market and the conditions of production that have changed over the course of the previous two centuries but also people’s whole perceptions of themselves. The improvement in the standard of living and the increase in educational opportunities have reinforced people’s desire for freedom and control over their own lives. The traditional and plainly inadequate attempts at reform on the part of the old autocracy and the appalling conditions arising from the capitalist economy of the period repeatedly posed the question as to how a more humane and more just society could be brought about. However, the resulting attempts to work out solutions to this problem only served to confirm the evidence of history that the creation of new social systems entails a gestation period lasting hundreds of years.
In our own era, too, people aspire to a higher standard of living, a greater degree of social justice, and the opportunity to try their luck as best they can. Given the stagnation prevailing on all sides and the many things seriously wrong with the way the country is run, people are no longer willing to be quieted by promises. They want to share in any progress, and they want results! The aspiration to “orderliness” is a thing of the past, for it no longer accords with what is necessary and possible. Our citizens expect reforms that allow them to take part in public life and to acquire real influence and responsibility. These aspirations are indeed inherent in the concepts of democracy and a market economy, but as yet they have been realized only to a quite limited degree. For instead of pursuing decentralization and deregulation, the political and economic powers-that-be are still seeking to justify themselves by pointing to past successes. They have clearly not even begun to understand the new possibilities that are available, and they also fear that reforms might result in their losing power! Relevant proposals for change, which often emanate from those with the least say, therefore tend to be suppressed on the grounds that they threaten the proper order of things. Could it by any chance be the case that in the twentieth century too, as so often before, erstwhile revolutionaries turned into jealous guardians of the status quo?
In what follows we shall address ourselves to problems that are overdue for consideration and in urgent need of a solution. We must necessarily start by taking a hard look at our social goals and our current ways of running things. Are these goals still in accord with people’s expectations, and does their implementation exploit all the possibilities now afforded by modern management techniques and methods?
Many German citizens today expect more from the state than the services it customarily provides. Influenced by politicians who believe that the state can accomplish all things, they have become accustomed to seeing a steady improvement in their standard of living and a constant expansion in state benefits—accompanied by a reduction in the fiscal burden on individuals. The claim for government assistance, originally put forward on the principle of “solidarity,” has now reached the point where people can enjoy a tolerable standard of living without even having to do much work in the underground economy—whereas the concept of “subsidiarity,” of self-help, and of taking responsibility for one’s own life has all but disappeared from our vocabulary.1 The consequences of this wrong conception of society may be seen at present, in Germany, in the state’s empty tills, the stagnation of the gross national product, and ever-increasing unemployment.
Now this situation is not something ordained by Fate, but is attributable to a clear failure on the part of the country’s political leadership! A democracy must indeed concern itself with the welfare of its citizens, but not in a way that renders it incapable of taking appropriate action!
The form of democracy practiced in the United States offers us a particularly apt example of an alternative political concept. “As little state as possible”: that is the firm conviction of Americans. But in exchange, the citizens of America are quite prepared to do whatever is in their power to order public affairs both well and, above all, in the way that best suits them. This form of democracy, known as a “civil society,” is more flexible and more efficient. The citizens’ level of satisfaction is established by means of frequent opinion polls, and appropriate steps are taken in light of the results. The provision of services is allocated on a competitive basis, and is open to private companies. This entirely different concept of democracy means that, while taxes are much lower, social prosperity and economic productivity can grow at a much faster rate. It is no wonder that U.S. citizens are proud of their democracy, which they themselves have largely shaped, whereas German citizens tend to feel despair at the intolerable features to be found at every turn in their own state.
To summarize the implications of this discussion, we can see that there is a pressing need for Germany, too, to change its understanding of democracy. You simply can’t get democracy for nothing! Our political leadership must demand a truly democratic demeanor on the part of its citizens, and must ensure that it is brought into being. All German citizens, including the unemployed and those in need of assistance, must take on their full share of responsibility and make the fullest contribution of which they are capable! By relearning the principles of a civil society we shall
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