
SEMCO STYLE 
The Success Story Behind the World's Most Unusual 

Workplace 

by Ricardo Semler 

The early ’80s 

 
For his first day’s work as CEO Semler had fired 
sixty percent of the top management of Semco. 
They hadn’t done nothing with his diversification 
proposals. 
 
For more than ten years Semco was led by a group 
of managers who had good connections with the 
maritime industry. The financial crisis unfolded 
and Semler become convinced that Semco could 
only survive if it would expand its product range 
and be less dependent on this industry. 

 

 
In two years Semler traveled to sixteen countries 
and had contact with more than sixty companies 
trying to drive business his way. 
  
Due to licensing agreements that Semler had won, 
Semco found itself in an unusual position: it made 
a profit. 
  
It was about time Semco headed out and buy 
some companies. 
  
Semler worked through piles of reports, selected a 
number of companies for a visit, negotiated with a 
number and three acquisitions followed. 

 

 
Most managers of Semco were supporters of 
traditional, authoritative solutions such as strict 
procedures and long, arduous hours. But a few 
began to wonder if this approach proved effective. 
 
There was a large gap between those who mostly 
believe in discipline and order and those who 
believed that when people were motivated by 
some sense of involvement they could overcome 
any problem. 
 
Semco was divided and paralyzed by confusion. 
 
Something had to change. 

 

 

 
Semler asked employees to form (business) 
commissions with representatives. Also trade 
unions were allowed to have a representative in 
each commission. 
 
Semco gave the commissions a broad mandate 
and they had to be committed to the interests of 
employees. 
 
The commissions slowly began, but eventually 
they expanded their activities and began to 
interfere with running the business. 

 

 
Semler introduced a weekly meeting of everyone 
in a leadership position. Proposals could be 
brought forward and people convinced. This 
created a different corporate culture. Over time, 
the agendas reduced because everyone took more 
decisions on their own. 
 
Every few weeks the managers organized 
(canteen) meetings at noon to talk with the staff. 
By means of these meetings, everyone was aware 
that they had to decide for themselves and had to 
interfere with Semco. Employees started to make 
decisions on their own work, the products they 
made and about Semco. 

 

 
The Ipiranga plant, which had two product groups, 
was the ideal candidate for the amoeba-treatment. 
 
A whole new culture was created at the new 
divisional entities. One after the other innovation 
was implemented, the employees moral was 
improving as well as the quality and time of 
delivery of orders. 
 
Instead of becoming bigger by the division, Semco 
downsized right away. Semco also noticed that in 
periods of strong economic growth divided plants 
earned more money than when they were bigger. 
And in bad times or in a crisis they are recovering 
much faster than larger ones. 

 

 
The Santo Amara-factory was the next candidate 
for a division where the employees were also 
involved. They themselves chose their next 
workplace, self-designed the set-up of the factory 
and formed small groups to complete a product 
from start to finish: called production cells. 
 
Semco does not believe in fragmentation and 
wants multidimensional employees who 
understand that they are part of a whole and 
figure out on their own how they can best do their 
job. Thus the approach of the composite 
function was born: each year employees estimate 
how much they spend on which the job and on 
this basis the salary will be determined. 

 

 
Semco had to be reorganized and cured from the 
time sickness. 
 
It occurred to Semler that the management 
system that was introduced in fact harmed Semco. 
So Semler simplified the budgetary system: a five-
year plan and a semi-annual report. Both plans 
will be considered in terms of zero-base 
budgeting. 
 
Semler brought an end to the most obvious 
symbols of oppression such as frisking practices, 
dress codes, (room) walls, reserved parking 
spaces, chic business cards and private dining 
rooms. 

 

 
Semco's structure took a variety of forms: a 
functional system, matrix model, autonomous 
business units to microchip management. None of 
these forms was the solution. 
 
After several companies worldwide had been 
visited, the conclusion was that employees can 
only be treated as a responsible and honest adult 
by giving them insight into and influence over 
everything that happened. However, a business 
unit had to be small enough so that employees 
could understand what is happening and could 
make a corresponding contribution. The proposal 
was to split Semco like an amoeba. 

 

 
Semco learned that some rules are meant to be 
left unwritten. Common sense is a much better 
alternative. 
 
The desire for rules and the need for innovation 
are incompatible in Semlers eyes. 
 
There are no absolute truths at Semco nor anyone 
being forced to do things the same way. 

 

 
Semco started a project to reconsider all salaries 
and would finish this division by division. 
 
However, a division which was not yet finished, 
caught wind of the salary increase of the other 
division and a strike followed. 
 
Eventually the strike was settled and both parties 
had learned a lot from the strike. Semco 
understood that it was not enough to involve 
employees at the company, but had to learn to 
communicate better. The employees understood 
that a strike was not exactly an effective way to 
solve problems. 

Mid ‘80s 

 
1986 and 1987 were good years, it was time for 
profit share. Semco wanted to have a new type of 
profit sharing, a plan not only understood by 
employees but also where they themselves had 
the control.  However, Semco had to share 
something that was even more valuable: 
information. Employees were given access to 
various types of financial information and received 
a training, for example to read a balance sheet. 
 
Employees decided that profits had to be divided 
as follows: each quarter the profit of each 
autonomous division is calculated and 23 percent 
of that amount is made available to the employees 
of that division. What happens next with the 
money is up to them. 

 

 
Semler had gradually removed all secretarial 
jobs and distributed their necessary functions 
over the rest of the employees. Semco discovered 
that it was wise in an office without secretaries to 
think first before letting the stack of paperwork 
grow. 
 
Semler knew memos unfortunately could never be 
completely eradicated, but did find a way to make 
them more readable, more efficient and less time 
consuming. And that’s how Semco's headline 
memo was born. All the memos, minutes, letters, 
reports, even market analyzes were limited to a 
single page just as a newspaper. 

 

 
Semco does not want employees to be the 
prisoners of their education and experience and 
believes that someone had to stay at least two and 
a maximum of five years in the same job. It forces 
employees to acquire new skills, it discourages the 
creation of fiefdoms and gives a broader view. It 
forces a company to groom more than one person 
for a particular task and promotes the spread of 
personalities, perspectives, backgrounds and 
techniques and brings fresh blood and new ideas 
inside. 

 

 
If Semco believes that someone does not fit into 
the company, this is said. If not a change in 
attitude, dismissal follows. But Semco does not 
wrap employees over the knuckles. 
 
Each employee is responsible for his own actions 
and what they do in their free time is their own 
business. Semco does not want to be a big, happy 
family, but a company. 
 
Semco always tries to speak the truth. Several 
times a year a questionnaire ‘What does the 
company think?’ is distributed. The results are 
made available to everyone. 

 

 
Two times a year subordinates use a 
questionnaire to express their views on their 
managers. Managers then go around the table 
with their subordinates to talk about their scores, 
so a process of change is initiated. 
 
Semco expanded the evaluation system to 
planned promotions of senior positions, 
completed by managers. For subordinates, 
because they had not yet worked for the 
candidate, a step was added: group discussions. 
 
The evaluation system is also used when applying 
for jobs where employees, friends and relatives 
are preferred. 

 

 
Despite efforts to simplify Semco's structure and 
reducing unnecessary management layers, there 
were still too many managers around. The core of 
the problem is the pyramid. As a solution Semler 
came with three circles and a pair of triangles. 
 
The inner circle comprises Counselors and 
coordinate Semco's general policy and strategy. 
The second circle includes Partners and are 
directing Semco's business units. The last circle 
covers all Employees. Triangles are in the last 
circle and include Coordinators and form the first 
essential level of management.  

 

 
Semler believes that everyone themselves must 
determine his salary. The system Semco had in 
mind would be individualistic. Employees (initially 
managers) had to make a decision about their 
merits and earnings. 
 
The self-determination of the salary had led 
employees to see things in the long term. 
 
The risk-salary was introduced: there was paid 
less in bad times, but in return there was paid 
more in good times. 

 

 
Some employees had an idea to form a small 
group to think. Thus they had time to invent new 
products, refine old products, design market 
strategies, opportunities for cost savings and make 
it more efficient to track production, even invent 
totally new activities. This group was named ‘the 
Nucleus of Technological Innovation’. 
 
Semco had even started a junior version called 
'Lost in Space'. 

Late ’80s 

 
Semco tried to introduce flexible working hours 
for production employees, as with office staff. The 
plan did involve that anyone would work eight 
hours a day, but that they could start a chosen 
time between 7 and 9 am and could go home a 
correspondingly time in the afternoon. 
 
Eventually, all business units adopted this plan. 

 

 
Semco suffered a 40 percent reduction in 
economic turnover from 1981 to 1991. For some 
plants, there was no way out and employees were 
called together to discuss what to do. 
 
Employees got their salaries shortened voluntarily 
and gave up pay raise. They also gave up travel 
expenses and took over services hired externally 
by Semco. In return, workers would work with 
management to exercise authority. With this 
Semco had its first experiment in co-
management - however, not a permanent 
solution. 

 

 
Semco was in trouble. Semco needed a divorce - 
an amicable separation in community of 
property.  
 
Instead of outsourcing contracts to foreigners 
(former) employees were involved. Semco helped 
them to start their own business with their 
severance pay and helped them to develop 
themselves from employees to partners. On top of 
that machines were hired out to them (initially 
free). And so the satellite-program was born. 

 

 
Semco had been reduced to a core business, but 
the merging of factories had no consequence for 
their structure - the essence of these units is 
maintained. 
 
The vision of a smaller, more fluid, more flexible 
and less rigidly defined business had become 
largely a reality. Semco does not suffer from the 
adolescent desire for more people, plants, 
products and sales. 

 

 
Finally Semler decided it was time to basically cut 
off an entire hierarchical layer: himself. 
 
Instead of one man at the top Semco would be 
governed by a committee of Counselors. Every six 
months a counselor takes on the task of CEO. 

Semco is not a model of programs that should be 
followed blindly. Semco is an invitation. A place 
employees will want to come to in the morning. 

Ministry of Vision 
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