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Socially Responsible Business or Co-operative Enterprise?
SEMCO was transformed from a conventional private company to a partnership with employees who co-ordinate autonomous, self-managed operating units. These have been re‑organised to act like a confederation in which people self-service and do not have jobs titles. Furthermore, each unit sets its own salaries and everyone shares the profits that are made. Bock (2005) claims that the development of SEMCO – in contrast to the story of leadership propagated by a major shareholder (Semler, 1993) – was triggered by multiple factors including Semler’s own ill-heath, two financial crises, and numerous proposals from worker-led committees and trade unions. He denies that any ‘master plan’ existed but does credit Semler with a ‘genius’ for making empowerment work by giving up power. Instead, he looks to various systems theories to offer a different perspective.
There are two models for the kind of changes we have seen at Semco. One is the biological model of punctuated equilibrium. Things go along fairly smoothly with minor changes, then there is a sudden burst of change and things settle down again. The other model comes from chaos theory. In chaos theory major change happens when an organism faces a threat that moves it away from equilibrium and stability, and out toward the edge of chaos. The major changes at Semco over the last two decades have created a company that is a confederation of small, freestanding units. That ‘structure’ is part of why Semco can adapt so quickly today to deal with threats or to seize opportunities. Semco’s units are limited to 150–200 people. That’s something of a magic number in sociological, management and anthropological studies (Bock, 2005)
In a Ted Talk, Richard Semler describes the processes by which the changes came about. The goal came to be one based on devolution in which the management culture is one of ‘taking away all the boarding school aspects’ (Semler, 2014). People don’t report when they arrive, or leave, they don’t follow rules about how to dress or what to say and not say in meetings. Semler describes the questions that brought about these changes:
So we started looking at doing things in a different way. We asked ‘Why do we need to know what time you come to work, what time you left? Can’t we exchange this for a contract where we just buy something from you? […] And then we moved to ‘We don’t want anyone to be a leader in this company unless they have been interviewed and approved by their future subordinates’. Every six months, everyone gets evaluated anonymously as a leader, and that determines whether they should continue as a leader. They need over 70 (or 80) per cent approval to continue as a leader […] Why can’t people set their own salaries?  What do they need to know? (Semler, 2014).
At SEMCo, they started to give staff information on production costs and margins so they could work out what salaries they could afford. Semler describes this is ‘organising for wisdom’ rather than for profit. For example, if staff meet their sales target by Wednesday, they are encouraged to take the rest of the week off so they do not create logistical bottlenecks for other members of staff.  In the end, the changes were designed to rethink democracy at work:
We wanted people to know everything, and we wanted to be truly democratic about the way we ran things so our board had two seats open - with the same voting rights - for the first two people who showed up. So we had cleaning ladies voting on a board … and the fact is that they kept us honest. (Semler, 2014).
Towards the end of his life, Semler is taking a strong interest in the nature of education. If education was to be designed from scratch, what would it look like? He advocates that the teaching role has two aspects.  One is full-time – looking after the well-being of students - but does not involve teaching. The other aspect is the teaching which can be divided up amongst a wide range of people who have wisdom (with a particularly high-profile role for senior citizens who have accumulated the most). They are brought in to teach kids whatever they want to learn, and also whatever they have committed to believing in. #

So, for example, a popular course is building a bike. As Semler points out, you cannot build a bike without learning maths, or reading instructions, or develop sophisticated motor skills. Students can also be depended upon to design rules for organising their own education system. In this work, they allow the children to choose the rules for their school. They come up with much the same ones that have always existed, but now they are the childrens’ rules (the rules of the ‘educated’, not the ‘educator’). Students will sometimes vote to suspend and expel other kids.

Out of this system, the average student rating rose to 91 out of 100 in a public rating system (in state schools a typical rating is 43 out of 100).  But even so, Semler has not yet been able to persuade state authorities to offer such a schooling system for free, so the next phase is to work out a business model to deliver it.

Sources: TedTalk by Richard Semler, October 2014, ‘How to run a company with (almost) no rules’; Bock (2005), ‘Lessons from SEMCo on Structure, Growth and Change’, http://www.agreatsupervisor.com/articles/lessons.htm).
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