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In 1982 Dennis Bakke and Roger
Sant, coworkers at the Mellon Insti-

tute of Carnegie Mellon University,
formed Applied Energy Services (later
AES) with a $60,000 bank loan and
some private investment. Their idea
was to create an enterprise that valued
people in all contexts—as employees,
customers, suppliers, and society in
general.

Both men had worked together in
the Federal Energy Administration 
in the 1970s during the energy crisis.
Both concluded that electrical distri-
bution should be separated from
electrical generation and that the lat-
ter should be deregulated and al-
lowed to compete freely, bringing
more power on line and the price of
energy down.

As the business grew—mostly by
acquisition—the founders worked out
a variety of operating policies and im-
plementing strategies, including:

• Commitment to four major shared
values: to act with integrity, to be fair, to
have fun, and to be socially responsible

• Decentralization of the human re-
sources function to line operations

• Annual performance evaluation is
based on self-review combined with
advice from colleagues and super-
visors.

• Education comes from getting ad-
vice, making decisions, taking action,
and being accountable for results—
not from classroom training programs.

• Management information—includ-
ing profits, budgets, costs, and bal-
ance sheet numbers—is shared with
all employees.

• All employees are salaried.

• Some 99% of all important decisions
are made by nonleaders at the lowest
practicable organizational level.

• Leaders are primarily mentors,
teachers, helpers, and cheerleaders.

Joy at Work contains many good
ideas. Some of them are not new. Par-
ticipative management, for example,
has been around for a long time. In
the 1950s Ralph Cordiner of GE came
up with the mission statement “to
seek the balanced best interests of
owners, customers, employees and
suppliers.” And in the 1940s Robert
Greenleaf at AT&T began developing
the idea of servant leaders as those
whose prime concern is for the devel-
opment and welfare of their subordi-
nates. I know of no company, however,
that has carried, or even tried to carry,
Bakke’s principles to the extreme
achieved by AES.

• No more than three and in a few
cases four layers between the CEO
and entry level personnel (for a com-
pany of 40,000 employees!)

• “Honeycomb” teams of 15–20 mem-
bers representing various specialties
to decide virtually every aspect of op-
erations

• Pushing all decisions down to the
lowest level, provided the decision
maker seeks advice from appropriate
sources inside and outside the com-
pany.

By 2000, AES—by then, “The
Global Power Company”—was on the
New York Stock Exchange, its stock
was up to $70 from an IPO of $19, it
was operating in 31 countries, and it
had assets of $33 billion.

Undoubtedly the most unique fea-
ture of AES was its treatment of per-
sonnel. In this book, Bakke lists 15
key differences between his company
and the conventional approach. Some
examples:

• No approval by supervisors is re-
quired for spending company money;
only obtaining advice is mandatory.

• There are no official organization
charts and no job descriptions—em-
ployees write their own or “do what-
ever it takes.”

• Auditing, capital allocations, and
global sourcing are performed by vol-
unteer teams (it’s educational!).
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Unfortunately, the Bakke story has
a sad ending. In the midst of the
Enron scandal and the energy crisis of
2001 and 2002, AES stock dropped
below $5 per share, Roger Sant
(Bakke’s former partner and CEO)
was brought back from retirement to
head up the company, and Bakke,
though still in his 50s, was retired.

In a later chapter of his book,
Bakke defends his principles and phi-
losophy that work should be fun (that
is, challenging, exciting, creative, re-
warding, and successful) and that
workers should have control over
their own work. He wants to reverse
the Biblical curse put upon Adam that
by the sweat of our brow we must
earn bread. Unfortunately, the re-
demption of mankind still seems a
long way off. We still need rules, di-
rection, carrots, and sticks. At one
point, Bakke writes that “fairness or
justice means treating everyone differ-
ently”—a sure prescription for em-
ployee contention. Or again, using
volunteer teams for most company
functions is educational but it is also a
time-consuming and inefficient way
to run a business.

As a committed Christian, Bakke
has let his religion override his experi-
ence of human nature. Sainthood and
martyrdom are individual choices.
They are not options for leaders of na-
tions or large organizations. Despite
many good ideas and legitimate criti-
cisms of both governmental regula-
tions and conventional business
practices, Bakke’s book is not a good
manual for business management. It
gives full rein to the better aspects of
human nature without the structure,
direction, and control required by hu-
manity’s incompetence, misjudgments,
and sins.

Fair to say, under new manage-
ment AES is emerging from its diffi-
culties. Its stock is approaching its
original IPO value, and its mission
statement retains some useful vestiges
from the Bakke era.
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