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Executives and Entrepreneurs

Stephen Kanitz

Once upon a time, the face on most business magazine covers was always that of a prominent entrepreneur.  Executives such as Henrique Meirelles, Alain Belda, and Carlos Ghosn were usually relegated to second place.

Accordingly, to the present day, most Brazilians believe that Brazil is run by entrepreneurs, that they are “in charge”, and that a group of international entrepreneurs currently meeting in Davos, is deciding on the future of the human race. 

For some considerable time now, business organizations in the rest of the world are no longer run by entrepreneurs, but by professional boards of directors and Executives, who have no family connection nor even necessarily share the nationality of such companies.

Professional directors are democratically elected by thousands of small shareholders, whereas entrepreneurs are elected by five or six members of one family.  Professional directors can be dismissed and, for this reason, think more as workers than as shareholders.  Entrepreneurs are never dismissed provided they know how to control their companies’ capital, the number one goal of publicly quoted businesses in Brazil.   And for this reason, our stock exchange is moribund.

A competent professional director skillfully handles the political strategy of reconciling the conflicting interests of a company’s workforce, its customers, ecologists, suppliers, and stockholders.  Entrepreneur management is based almost exclusively on family interests.

Just as the separation of Church and State became a landmark in humanity’s political evolution, so the separation of the capitalist entrepreneur from company management was an important development in the growth of democratic and pluralistic companies.

I fully accept the criticism that many executives will only back their controlling shareholders.  But, here, the problem is our current economic model, where majority shareholders holding up to 85% of capital are denied the right to vote.

Our entrepreneurs and the State control private or state companies even when they own only 17% of the shares, despite the unassailable right to vote, upheld in the Brazilian Constitution.  In democratic organizations where all shareholders hold voting rights, the sole mechanism ensuring the satisfaction of five million shareholders is efficiency. 

The problem with Enron and present day US capitalism was the creation of annual bonuses and stock options for executives, who increasingly behave like latter day capitalists and less and less like the professional directors they are supposed to be.  But this problem is easily resolved: just withdraw the privileges.

For the first time, a Brazilian business newspaper has created an award aimed not at the country’s entrepreneurs, but to “acknowledge and honor professional individuals who have inspired their teams with leadership, boldness, and a strategic outlook”. An award for directors and executives and not for capitalists.  Last year, the VALOR ECONÔMICO newspaper took an unprecedented step in the journalism of economics and broke a longstanding tradition: Abílio Diniz and Eugênio Staub, both winners of this award, are no longer referred to as entrepreneurs and are now called company directors.

Of last year’s 22 award winners, twelve are business administration graduates, four from the Fundação Getúlio Vargas (FGV) and two from Harvard.  A Brazilian cultural and journalistic archetype has been demolished: the veneration of the figure of the entrepreneur has an agent of change has gone and, in its place, is the team of professional directors.

In the US, the era of the entrepreneur ended in 1930, as the Rockefellers, the Fords, and the Carnegies were gradually replaced by professional directors and executives with no family connections.  The twentieth century witnessed the replacement of the controlling shareholder by the conciliating director, brought about by the broader distribution of capital among thousands of shareholders.

A mere seventy years behind the times, we have finally begun to tread this same path, the road to democratic production mechanisms.
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