
97

Prism / 1 / 2005

Interview

(c) France Télécom 2005

Arthur D. Little: For the last ten years, the first challenge
for France Telecom was to succeed the transition to a lib-
eralised market. What would you say are the major chal-
lenges of France Telecom for the next ten years? How are
you preparing France Telecom for future telecommunica-
tions market conditions? 

Breton: Challenges and changes are permanent, especial-
ly in a company such as France Telecom. We are constant-
ly under transformation. More than a reality, it is a state
of mind.

My very first conviction is that we shall not be afraid of
technologies. Companies such as France Telecom should
welcome every inch of technological progress. Some say
that new technologies could destroy our business. I
believe that fighting against innovation is a lost battle
and I encourage my teams to look for more and more
innovative breakthroughs. Our job is to provide our
clients with the best of what the industry has to offer in
terms of technology. This is something I make sure we
achieve. I am a technophile; technology has always been
something I have been passionate about. With regards to
that direction, results are so far tremendous: FT is now
the number 1 VoIP operator in Europe, the number 1 WIFI
operator in the world and the number 1 in launching
WIMAX technologies. 

Secondly, we live in a complex world. To manage such
complexity, we have to accept it. It is compulsory to
respect every stakeholder involved in our activities, from
the government to trade unions, from consumers to
shareholders, and so on.

Thirdly, I believe that leading a telecommunications oper-
ator, and more particularly, an incumbent, implies a dou-
ble responsibility. My first task is to manage the company
with rigor, give clear directions and establish an excellent
dialogue with my shareholders. The other side of the coin
is the general interest, or said differently, what I can give
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Thierry Breton is France's Minister for Finance
and Economics. Until February 2005 he was
Chairman and CEO of France Telecom, Europe's
second largest telecom operator. France Telecom
employs approximately 200,000 people in 220
countries and territories and has a global rev-
enue of about forty-seven billion euros. A new
customer-centric organisation was put in place
in April 2004 with three market business units
(Home, Personal and Enterprise) and opera-
tional and support divisions (Sales & Services
France, Network & IT, R&D, etc.).

Prior to joining France Telecom in 2002, Thierry
Breton was Chairman and Chief Executive
Officer of Thomson S.A. and Thomson
Multimedia between 1997 and 2002, Executive
Chairman and Vice Chairman of the Board of
Directors of the Bull Group from 1993 to 1997,
Chief Executive Officer of the CGI Group (an IT
service provider company) from 1990 to 1993,
and CEO of the high tech park “Futuroscope”
from 1986 to 1990. In 1981, he founded Forma
Systems, a computer engineering company he
headed until 1986. Breton started his career as a
mathematics teacher at the French High School
in New York in 1979.

In addition, Thierry Breton is also a successful
writer. His first book, the science fiction novel
Softwar (1984), was a best-seller: it has been
translated in 25 languages and sold almost 1.5
million copies. He wrote two other novels and
many essays between 1984 and 1994, which all
had strong impacts in France.

Breton holds an Engineering degree from the
Ecole Supérieure d'Electricité (Supelec) in Paris.
He also graduated from the Advanced Studies of
National Defence Institute (IHEDN).

Thierry Breton is married and has three 
children.
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back to the community as an infrastructure provider in
France for all our customers but also for the customers of
our competitors.

Arthur D. Little: How would you then define your job in
terms of shaping your corporation?

Breton: You know, as head of a major European telecom-
munications player, I have to handle multiple stakehold-
ers. My job, at the end of the day, is to align all these
stakeholders, and make them move together! If you take
two vectors and if you want to align them, how do you do
it? Either you place them between two opposite magnetic
fields of equal magnitude or you accelerate them. I chose
the second option: move fast! 

In my view, management of complexity is all about speed
management and making people move to catch up. It has
been quite a cultural revolution at France Telecom, but
every one has adopted the rhythm. Everything goes twice
as fast now: for example, plans, projects, budgets, evalua-
tions and incentives are now realised on a six month
basis.

Arthur D. Little: To focus on recent telecom issues: there
has been lots of talk about the evolution of fixed telepho-
ny to a flat rate business model and you have worked hard
on this subject. Can you give us your vision? 

Breton: This question is a good opportunity to give you an
example of the kind of commitment and transparency I
want to give the markets, to the regulator and to my cus-
tomers. 

Our last tariff plan proposal, which the ART (the French
telecommunication regulator) agreed on in January 2005,
illustrates perfectly the kind of commitment I am talking
about:

– The progressive 23 percent increase in the monthly
subscription charge will enable the funding of net-
work development and the availability of the service
for everybody. I assure my clients (and my competi-
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tors!) that they will keep benefiting from the best net-
work in Europe in terms of technological innovation
and coverage density. This increase does nothing but
level our monthly subscription fee with the average in
the 15 core EU markets. 

– By offering an immediate 7 percent cut in the monthly
fee for subsidised basic minimum service, I allow peo-
ple in lower income brackets to access basic telephone
service; furthermore, with a reduction in call rates by
at least 26 percent, we allow every client to realise sub-
stantial savings. This is to say that we cherish our
clients, something that every good firm should have in
mind.

In addition, this initiative constitutes a strong move in
the sector. It gives visibility to the market for the next 3-4
years and announces one of the major forthcoming dis-
ruptions in telecommunications. Thanks to future net-
work infrastructures supporting multimedia contents,
voice analogue transmission will in the medium to long
term become completely free. This is my innermost con-
viction.

Considering what I just said, I am pretty intrigued by the
fact that, specifically in the telecommunications sector,
every time you say something particularly bold or innova-
tive, such as our tariff plan proposal last month, people
call you a “liar”. This is not acceptable. In the USA, such
comments would have led to courts. In this world of trans-
parency, responsibility and legitimacy, everything you say
has to be carefully and meticulously argued and I stick to
it.

Arthur D. Little: You pulled all your different activities
back into the parent company. Concretely, what will it
change for your clients, especially in terms of services and
prices? 

Breton: Before further exploring your question, let me
tell you that, in my opinion, many companies, such as
France Telecom, went too far in what I would call
“extreme financialisation” and “at all cost outsourcing”. I
believe that we should not only be driven by financial
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markets or by our suppliers. My role is to give a vision of
where the telecommunication market is going. To this
end, France Telecom was the very first telecommunica-
tions operator to define an integrated communication
service group around mobile and broadband.
Reintegrating companies is the foundation of an integrat-
ed management where everybody is at his place, shares
consistent incentives.

Three years ago, the telecommunications landscape was
totally different. Pure players' model was dominant and
incumbent players were almost dead. Today, the situation
has reversed, with the market adopting our integrated
operator's logic. I am convinced that this will be the domi-
nant model in the industry for the next five to ten years,
and I am proud that maybe France Telecom played a role
in that evolution.

One of the benefits of moving toward an integrated opera-
tor status is that we are succeeding in organising the
industry around us. As we have a clear vision of where we
are going, we build new partnerships with equipment
suppliers (Nortel, Motorola, Siemens, etc.) and ask them to
work on specific technological blocks with our teams. It is
a totally different situation, in which we say what we
want for our clients, contrary to the UMTS episode.
France Telecom is now probably one of the most aggres-
sive European incumbents. Indeed, we are the first
European incumbent to launch broadcast TV over asyn-
chronous digital subscriber line technology, with 70 video
channels and have grabbed more than 15 percent of the
DSL market in the UK, the Netherlands and Spain. We
also were first in launching flat rate and unlimited public
switched telephone network and VoIP offers. 

Arthur D. Little: Resulting from the different waves of lib-
eralisation, new regulation authorities are playing an
increasing role in a context of strengthened competition.
As a consequence, lobbying practices have emerged and
are becoming more and more decisive for companies.
What importance do you give to these influence prac-
tices? 
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Breton: Regulatory environments are what they are. You
should neither be afraid of them, nor willing to fight
against them. Those are the rules of the game and you
have to accept them. But, beyond regulatory issues, what I
say to my team is that the key of everything lies in under-
standing each part. Every one has their own logic, their
own agenda. The key to an adequate relationship with the
regulator is dialogue.

Arthur D. Little: As one of the world's leading telecom
operators, France Telecom must be aware of the evolution
of foreign markets. How do you see the developments of
China, which is trying to establish its own technological
standard for mobile phones? Is France Telecom active over
there?

Breton: France Telecom opened its first representative
office in China in 1986. Since then, we progressively built
our road into the world's biggest telecom market.
Recently, in June 2004, we signed a long term partnership
with China Telecom. Later on, France Telecom opened two
research laboratories in Beijing and Canton, designed to
keep an eye on the Chinese telecommunications market
and promote France Telecom's services. About 500 jobs
will be created over the next five years.

Personally, I have always shown a keen interest in that
part of the globe. When I was CEO of Thomson
Multimedia, the TCL agreement was something I strongly
supported from the beginning. Not to mention that I am
now an honorary citizen of the Chinese Democratic
Republic, I myself feel very Chinese.

Arthur D. Little: Before restructuring, you had to tackle
the debt problem, which has been one of your priorities
of action. Everybody keeps in mind the 15+15+15 pro-
gramme, including the TOP programme on cost reduction
issues. How did you mobilise your company towards this
objective? How did you make sure that you did not cut
any costs which were necessary to the good running of
your company?

Breton: When I became France Telecom's CEO in October
2002, the group faced one of the biggest corporate debts
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in the world (about $76 billion). There were two options to
solve France Telecom's debt problem: either to go through
over-night negotiations with banks and sell the company
by parts, or to choose to stand up firmly, fight and find
recovery solutions. 

In that context, employees were reluctant to assume this
corporate debt. Financial issues were not part of their
problem. It was necessary to explain to them that we were
all in the same boat. Addressing this issue, the TOP pro-
gramme became a powerful and mobilising tool. Everyone
from the top to the bottom of the company was moving in
the same direction: generating 15 billion euros in cash
flow over three years, through optimised investments,
operating costs and working capital reductions. 

In addition, let me tell you that by experience you never
stop chasing superficial costs. It's a never ending process.
A company is like a human body: there are always some
fat excesses left in the body; once you stop exercising or
feeding the muscle, fat comes back quickly. In corporate
firms, it's exactly the same. You need to monitor that
strongly. In other words, in financial ascetics, one finds
the direction of innovation.

26 months after the launch of the programme, we are
well-advanced with a total debt reduction amounting to
28 billion euros with the 15 billion euro capital increase
in April 2003 and 13 billion free cash flow generated by
the company.

Arthur D. Little: France Telecom used to be a state-owned
company. Do you think this former status has impeded
change and reorganisation efforts within the company?

Breton: France Telecom is the only private company in
the world, being listed in Paris and New York, having a
market capitalisation multiplied by nine in less than
three years, and having a workforce almost entirely com-
posed of civil servants.

France Telecom's employees are attached to this status
and you have to respect that. Due to its state-owned com-
pany history, employees have inherited a great sense of

general interest, which I consider as an asset for the com-
pany. In addition, our employees share a strong engineer-
ing culture. This constitutes a clear advantage for our
innovation leadership.

Let me tell you something else: in the past years, compa-
nies have relied too often on stock options to motivate
and encourage their employees. That was the convenient,
the easy solution. Not necessarily the most adapted.
France Telecom is a good counter-example. It shows that
you can multiply your market capitalisation by nine and
get the best financial progression, without over-feeding
your managers with stock options. By saying that, I do not
mean that stock options are not necessary, but I believe
that stock options should not substitute basic manage-
ment rules such as empowerment, delegation, responsibil-
ity, evaluation and mutual understanding.

Arthur D. Little: Innovation is of growing importance in
your field. As a consequence, the ability of a company to
adapt and to assimilate new technologies rapidly is essen-
tial to dominate its competitors. How does France
Telecom go about developing new products and services?

Breton: Innovation is rooted in my genes. Since the very
first day, I have made innovation a priority for France
Telecom. The very first thing I did after my appointment
was to visit our R&D centre. I even increased our research
investments at a moment of financial difficulties for the
group. This gave a strong and positive signal to our teams.
Innovation has never stopped being a priority since then:
in addition to a 20 percent increase every year in R&D
spending FT invests in its research teams (300 PhD
researchers hired this year, to reach a total number of
R&D people of 4,500).

And it shows results: France Telecom has registered about
450 patents this year and it will increase its licensing rev-
enues going forward. According to a recent study by
Forrester, France Telecom is the telecommunications play-
er which has made, at a global scale, the most outstand-
ing improvement in innovation in 2004.
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Arthur D. Little: Before joining France Telecom, you were
CEO of many companies, such as for example Thomson
Multimedia and the CGI group. What did you learn about
management from all those experiences?

Breton: Everyone has his own management style. First, I
think that you have to believe in what you are doing and
saying. You have to listen to people and you have to work
a lot. I do not have week-end houses. I work Saturday and
Sunday with my colleagues. Running a company is like
being a high-level sportsman. I exercise every morning.
The old adage ”Mens sana in corpore sano“ has never
been so true. Managing a company is tough and very ener-
gy consuming.

By the way, I am very surprised by the longevity of French
company leaders. Once they have ended their responsibili-
ties as chief executive officer, they stay in command with
the chairmanship of the board for another 10 years. Have
you ever seen a midfield or defence soccer player from
Juventus on the field for 15-20 years? Look at other coun-
tries such as the USA, where the average tenure for CEOs
is much shorter. 

Arthur D. Little: You are famous for answering every
email that reaches you. Why do you think it is important
to communicate about that? 

Breton: Well, that's an interesting story. Right after the
day I mentioned officially that every email sent to Thierry
Breton would be read by myself, and not by my secretary,
my mail box became much less solicited (from 200 to 300
to about twenty emails per day). In other words: trust peo-
ple, trust their sense, you will be surprised. You must give
away trust before you get it back. 

Arthur D. Little: As top international managers gathered
in Davos in January to think about today's major stakes,
what must be the role of business leaders? How do you
see your role evolve?
Breton: “Keep your commitments and deliver results”,
that's about all what a leader has to do. It is the only way
to be trusted and respected. Everything I say is carefully
measured and thought. When I am talking on behalf of

thousands of employees, such as those of France Telecom,
I have a duty of responsibility.

As a corporate leader, you also have to give answers and
communicate permanently. As in every situation, a zero
failure rate does not exist. For example, when our net-
work encountered some disturbances during a week-end
in October, I appointed an enquiry board to investigate
the failure on Sunday evening. This team of experts sub-
mitted their findings by Tuesday morning and at noon, I
was apologising to our customers for the inconvenience
caused, something that none of past France Telecom CEOs
have ever done before. That's the 21st century: I have a
right to make a mistake, but I can't hide from my mis-
takes.

A corporate leader also builds his credibility through hav-
ing common understanding and reaching mutual agree-
ment. It means that, as France Telecom CEO, I have to
identify and take into account the legitimate stakehold-
ers, which can affect or are affected by the activities of
France Telecom. Among them, there are two categories
which I consider as truly legitimate: our customers and
our shareholders. Both know that I have kept my commit-
ments for the past 20 years and they appreciate that.

I have also the duty as a citizen of this world. On
December 26th, when Tsunami waves hit Asia, I was in
Los Angeles. The day after, I gathered my directors and we
decided to launch the “SMS for Asia” operation on
January 2nd, for an initial period of one month. That was
the very first donation system via SMS implemented in
order to help the devastated areas of Asia. In addition to
that, we decided that, during the first week of the opera-
tion, for each SMS donation, France Telecom would make
an additional one euro contribution. With about 1.622
million calls received from January 2 to January 10, we
then made an additional donation of 1.83 million euros.
Have you heard about that? No. We are committed to act
in favour of the general interest, but we do not show off.

Finally, what helps me today in my responsibilities as a
CEO, it's the sum of my experiences, of my multiple lives,
which have led me from teaching to politics, writing to
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entrepreneurship. It's a man's life. In fact, I think having
multiple lives is an enriching experience that everyone
should try. I believe it makes people more accepting, toler-
ant and helps them better understand the complex world
we are living in.

Arthur D. Little: Mr. Breton, thank you very much!

Breton: It's been a pleasure!
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