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In 2001, Bouygues was the sixteenth French industrial group, with a turnover of 20.5 billion euro, a cash flow of 1.1 billion and a workforce of 125,000
. Above all, the 2002 statistics computed by the Direction of International Economic Affairs (DAEI
) of the French Department of Environment, Transport, Housing, Tourism and Maritime Affairs established it as the European leader in the building industry: 

Table 1 – The top five European building industry groups, as of 31 December, 2002 

(turnover in billion euros)

	1
	Bouygues (France)
	22,2


	2
	Vinci (France)
	17,6

	3
	Skanska (Sweden)
	15,9

	4
	Hochtief (Germany)
	12,8


	5
	AMEC (United Kingdom) 

And Eiffage (France)
	6,9

6,9


Source : DAEI

Even when excluding al its activities in television and telecoms, Bouygues remained the European leader with a turnover of 18.3 billion euros. However, Bouygues was characterized by a higher degree of diversification of its activities. It was particularly striking when copared with his two major French competitors, Vinci
 and Eiffage :

Table 2 – Turnover of the three biggest French building groups by sector of activities, as of 31 December 2003 (% of total)

	
	Bouygues
	Vinci
	Eiffage

	Construction 
	19,4
	43,0
	44,0

	Road works 
	33,6
	29,0
	29,5

	Energy 
	2,3
	17,2
	19,0

	Metallic Structures 
	0
	0
	3,0

	Real Estate Activities
	5,6
	0
	4,5

	Public Utilities 
	11,2
	10,5
	0

	Television and Telecom
	27,4
	0
	0

	Holding 
	0,5
	0,7
	


Source : Annual reports of each group.


As can be seen, Bouygues was making 55.3% of its turnover in the building industry and public works stricto sensu against 88.8% for Vinci and 95.5% for Eiffage. The generally held view is that such a high level of diversification is a very recent phenomenon, the result of the founder’s son action, Martin Bouygues, after the death of his father Francis, and the founding of Bouygues Telecom. The reality is more complex. Francis Bouygues himself largely began the move to diversification. While originally a “big builder” (1), he was the first to have the idea of a multi-services group (2).

1/ FRANCIS BOUYGUES, A “BIG BUILDER”


Francis Bouygues offers a very good example of the generation of captains of industry that rose to prominence during the “Trente glorieuses”
 period
. But his is a rather original case
. In spite of the size reached by his group from 1986, Francis Bouygues’s, then his family’s, hold on it remained intact. Moreover, its success was directly linked to the personality of its founder. In 1977-78, a cancer kept F. Bouygues out of business during a complete year. After recovery, F. Bouygues resumed the leadership of his group and led it to further success. Between 1952, when the firm was established, and 1974, he asserted himself as the main outsider in the building and public works sector. Then, from 1975 to 1989, he established himself as “primus inter pares”.

1.1/ The outsider (1952-1974)


Between 1952 and 1974, the Bouygues firm grew very rapidly
 :

Table 3 – Yearly average growth rate of turnover in real terms (%, before tax) 

	1952-1960
	+ 70,2

	1960-1974
	+ 20,8


Source : Bouygues Archives.


Especially spectacular during the 1950s, this growth continued after at a sustained pace. 

A/ The fifties, or the success story of a small- to medium-sized firm


The first contract obtained by Francis Bouygues was modest : it was the renovation of an old paper mill. But the firm had selected a very profitable niche : the building of industrial sites in the context of France’s post-war reconstruction. At the end of 1952, the firm employed 10 full-time workers, against 2 at the beginning of the year. In 1953, it obtained its first big contract : the construction of IBM offices. In the same period, the firm built many houses for private clients. Under this vigorous expansion F. Bouygues decided in 1954 to turn his firm into a limited company. Such a growth made necessary to find fresh capital. In 1959, the in a context of serious recession, F. Bouygues, in order to find extra funding for his firm, at the time employing c. 1,000 persons, found a new partner in the person of René Augereau, a well off Polytechnician.

B/ The sixties : a leader of social and private housing


From then on denominated Entreprise Francis Bouygues (or EFB), the firm  -, the firm pursued its fast growth throughout the sixties :

Table 4 – Average turnover (before tax) growth rate and various profit indicators, 1965-74 ( % and constant francs)

	Turnover before tax
	+ 21,2

	Gross profit on sales
	+ 26,9

	Gross cash flow
	+ 23,3

	Gross self-financing
	+ 20,7


Source : Bouygues Archives.


The firm continued to work for private clients, in particular to built offices and head offices (e.g. Peugeot). It took a major part in the development schemes of the Maine-Montparnasse and Bercy areas. It built a large number of concert halls, industrial buildings, as well as large scale public facilities, such as the extensive Créteil hospital. From 1965 on, and thanks to the perfecting of a prefabricated building process aptly named the “Bouygues process”, the firm became successful in the building of primary schools, becoming one of the main contractors to the French Department of Education. Yet it did not stop working for the private sector, especially in a context of a construction boom in Paris and in the nearby suburbs. “Le Méridien” hotel in Paris stands out as one of the most remarkable achievement of the period in Paris. 


The big novelty of this period was the taking off of social housing. EFB first got involved in this field in 1959, when it obtained a contract to build 3,000 HLM flats
 at Orly and Choisy-le-Roi. In 1965, it had built 10,000 flats in the whole of the Paris area. It then soared between 1966 and 1969. Charles Defontaines, head of the commercial office, powerfully promoted a strategy well suited to this market. In 1966, the Department of Construction wanted to build more social houses at reduced costs; in order to do so, it asked developers to come up with low-cost, standardised models (hence the name of “policy of models” it is given in France) presented by a team bringing together an architect and a contractor. The team formed by EFB and the architects Andrault and Parat won the bid. Thanks to this success, Bouygues strengthened its positions in the social housing sector : in 1969, it furnished 44% of the company’s turnover. At this date, the most part of its works was localized in Paris and its area, but it was taking an increased interest in the other French regions.


The nomination of Albin Chalandon at the head of the Department of Public Works and Housing in July 1968 opened up a new period. If the global demand in housing was still growing, the private (non-recipient of public aids) market amounted to a larger share of it. EFB became S.A. Bouygues, a public limited company, in 1972, and it refocused its activities toward the building of private houses. During the years 1969-74, it took a leading part in the large scale Parisian redevelopment schemes. It was equally interested in the soaring market in detached housing and in architectural innovation. A particular purpose was to offer alternative provisions to the then predominant high rises estates, either bars or towers. Indeed, architectural innovation was becoming an major element in the strategy pursued by Francis Bouygues. Its firm took part in the first attempt to substitute curved lines to straight lines. It was the case, for example, at Créteil, where Bouygues built “cabbage-” and “corn”-shaped houses, invented by Gérard Grandval.


Francis Bouygues promoted solutions that were both original and often cheaper than those of his competitors, which allowed his company to grow as fast after 1968 than between 1960 and 1968. It had however to realize important investments. Consequently Francis Bouygues floated his company on the Parisian stock exchange in June 1970. After this operation, he owned 26% of the company’s capital, but with his senior partner, R. Augereau, and a friend, Georges Musso, he controlled 45%. Moreover, the presence of the Crédit Lyonnais bank meant that stable shareholders controlled almost three quarters of registered capital. The floatation offered an influx of fresh cash, thanks to which the firm developed rapidly its activities in functional works and civil engineering: from hardly a third of the company’s turnover in 1969, it amounted to over a half in 1974. The firm was still building houses, but also realizing a lot of major works in the new Parisian business districts, such as the Fiat Tower at Paris-La Défense. It played also a major part in the building of large suburban shopping centres and took advantage of the policy of industrial decentralization : it delivered keys in hand the two Ford factories in Bordeaux.

C/ Diversification to public works


The firm entered the public works market from 1968 on : its proportion of the company’s turnover grew from 9% in 1960 to more than 28% en 1974. The starting point of it was when EFB got the contract for the new Parc des Princes Stadium in Paris. F. Bouygues was willing to win this contract at any price as it offered him a chance to get prestige and to compete on equal terms with the big French public works firms of the period (Société Générale d’Entreprises, Grands Travaux de Marseille, Campenon Bernard, CITRA
, Dragages Travaux Publics). He concluded an agreement with an other French firm, Entreprises Boussiron, which was very competitive in the technology of prestressed concrete. EFB’s offer was 10% cheaper than that of other competitors : the firm won the bid. In spite of the difficulties, the contract was  a success, since the works were completed three months in advance of the deadline. In 1972, S.A. Bouygues obtained another very big contract : the first phase of the building of a nuclear plant at Le Bugey (Ain), a work still more difficult than that of the Parc des Princes. A string of problems led to three changes in works director. But the firm got over all these difficulties. Not only SA Bouygues ended the work in financial equilibrium, but also it obtained the other phases of the project. 


The company’s first big work abroad started in 1972 in the shape of the Teheran Olympic stadium. This contract had been won over the most powerful American civil engineering firms : Morrison Knudsen and Bechtel Corporation, at this period the civil engineering World champion. In partnership with three Iranian firms, Bouygues met many obstacles : the quantity of steel necessary to the prestressing treatment of concrete was underestimated, the manpower, although numerous, (c. 5,000 workers), was unskilled, the budget faced permanent, structural, deficit. This contract yielded no profit, but it made Bouygues a household name. It gave the firm the scope to achieve its very ambitious investment projects. Indeed, from this date on, Bouygues had become the nucleus of one of the most powerful French public works groups.


At the end of 1973, SA Bouygues controlled a number of subsidiaries. The oldest was Etudes et Préfabrication Industrielles (EPI). Founded in 1959, it prefabricated in factory all the parts demanded by building works. In the beginning, it worked above all for EFB. Yet, the decline of heavy, factory-made, prefabrication, rendered it necessary (from 1963 on) to redirect its production towards the making of forefront elements, using the Arbeton process that had been invented by the firm itself. In spite of a contraction in its global activity, EPI had gradually reduced its dependency towards the Bouygues group : in 1972, the group was responsible for only 37% of EPI orders.


Quille, a subsidiary established at Rouen, was more dynamic. Founded in 1923, it entered the Bouygues group in 1965. It innovated much in the sector of constructive works : from 1973, it delivered the first French bridge with prestressed girder in light concrete. Between 1972 and 1975, it played an essential role in the construction of the Antifer oil terminal. Its most remarkable work was probably, in 1973 and 1974, the laying of a 100 km long gas pipeline, intended for Franco-Swiss supply, at the bottom of Leman Lake. Boosted by this first venture in the area, F. Bouygues took in 1970 the control of GEC, Groupement Français de Construction, a firm located in Lyon. In 1972, the Bouygues group was getting a foothold in the Marseille area, thanks to Mistral Travaux, a company made from scratch, in Aix-en-Provence. This confirmed a very profitable strategy. Indeed, it contributed to turn Bouygues into one of the most profitable European groups.

1.2/ 1975-1989. “Primus inter pares”


This result was accountable to Bouygues’s personal business connexions and to the quality of his staff, but also to an exemplary style of management, a mobilizing social model and a sustained effort in investment and in R&D
. Because of these elements, the group’s growth remained strong even after 1974 :

Table 5 – Annual average turnover (before tax) growth  (%, in constant francs)

	1974-1979
	+ 7,4

	1979-1984
	+ 11,6

	1984-1989
	+ 4,7

	1974-1989
	+ 8,9


Source : Bouygues group Archives.

Moreover, the gross cash flow was growing almost as fast as the turnover. This spectacular growth was superior to that of the majority of Bouygues’s European competitors.

A/ International expansion


In France, the Bouygues group faced during the second half of the 1970s a strong relative decline in its public works and civil engineering activities, in spite of important works such as the Forum des Halles, in Paris (1977-9), but the part of housing, and above all social housing, increased a lot. This evolution was largely the result of the group’s rapid expansion in provincial France. Twelve new subsidiaries were added to the three original ones (GFC, Mistral Travaux, Quille), either by takeover, by pure and simple purchase, by scission of existing companies, or by creation. These companies developed their activities in the field of restoration, rehabilitation and maintenance.


Nevertheless, the major fact was the spectacular opening of the Bouygues group on the international scene. It was particularly interested in Africa – through such subsidiaries as Bouygues Nigeria Ltd – and, above all, in the Middle East, where the metropolitan company operated directly. Its special interest in OPEC nations was illustrated by the creation of Bouygues Off Shore (BOS) in 1974. However, until 1980 and in spite of prestigious realizations (the new harbour of Bahrain, the urban viaduct of Jeddah), neither oil-related works nor public works did amount to the most important international opportunities. Building offered the biggest contracts, as was the case in Iran with the works of the new town of Shiraz (5,000 flats). Begun in 1976, the works were brutally interrupted by the Islamic revolution. In opposition to most of its competitors such as SGE, or Campenon Bernard, the Bouygues group reacted very quickly. In the summer 1978, it expatriated all French workers engaged on its works. The financial consequences of this departure were very limited. Indeed, since the contract provided that the firm had to have a positive treasury for the whole of the works period, the Shah government had given a lot of money in advance, financial losses remained minimal.


The Iranian experience represented a decisive step in the development of the Bouygues group, which adopted a more cautious approach on international markets. From 1980 on, it selected more seriously its foreign client, reinforced its engineering activity and privileged the light setting up. Nevertheless, at the beginning of the 1980s, Bouygues got two very important contracts. In 1981, it obtained after fierce competition the building of Bubiyan bridge (Kuwait), which it achieved in only nine months with small number of workers. Bouygues used systematically prestressed concrete to built this 2.4 km long bridge linking the Bubiyan island, North-East of the country, to the continent. Thanks to a loan from the French Agence Nationale pour la Valorisation de la Recherche (ANVAR
), S.A. Bouygues made an important technological breakthrough. By steel framework technologies, the bridge rested on triangulated concrete structures. The final cost of the work was then reduced of 20% without endangering its solidity.


In 1981, too, Bouygues got “the contract of the century” with the construction of the University of Riyadh, which amounted to about 1.7 billion dollars. This success had been the result of tense negotiations which had started in 1978 with the Saoudian authorities. With this aim in view, Bouygues concluded a partnership with an American contractor, Winton Blount, formerly Secretary of State to President Nixon. The two partners faced powerful German, British and Swedish competitors. Thanks to the employment of South-Korean subcontractors and of a very elaborate software to pre-plan the works, this enormous contract was a resounding success. In less than three years, the two partners built sixteen buildings, three to six storey high, holding seven faculties of science or technology, one 2,000-seat amphitheatre, and a library of 2 million volumes. Bouygues and Blount employed a workforce of 13,000 workers, mainly Koreans or Philippians. Bouygues stood out as the world leader in “keys in hand” delivery building.


This contract generated enormous profits for the group : since the works were carried out in positive treasury, it was possible to invest elsewhere the important fresh funds obtained. These investments were made in dollars, at the time going up, and fast, on the money market. The result was an almost fourfold growth of the group’s treasury cash. In the same time, Bouygues was working in Iraq, building seven dams and 2,090 flats, Tanzania and Nigeria : at Lagos, the group was building one of Africa’s most powerful thermic power plants. In 1983, the part of international activities within the group turnover was reaching its historical maximum, at 44%. It then decreased, because of the contraction of world demand, which resulted from the financial crisis affecting developing countries. 

B/ The necessity of a strategic reorientation


This large scale phenomenon forced Bouygues to envisage a deep strategic reorientation, for example developing very much its offshore works. Indeed, Bouygues Off Shore was rising fast on the offshore works market. Consequently, in 1980, F. Bouygues attempted to take control of Doris company, specialized in engineering for drillings in deep water, but failed to do so, because the opposition of Compagnie Générale d’Electricité and SGE, one of its main subsidiaries. However, Bouygues took his revenge four years later. In 1984, Amrep, the French leader in the field, went bankrupt ; supported by Elf-Aquitaine, Bouygues took over the ailing firm and thus inherited an extremely valuable workforce. It also inherited the 34% of Doris’s capital that Amrep detained, and could enter new geographical zones : the North Sea, the Gulf of Guinea, the Gulf of Mexico and even South Korea. Besides, Bouygues took control of Technigaz, the process of stainless steel “waffle” membrane whom was used to equip one in five methane tankers in the world at the time. 


At the same time, another French firm was very active in the offshore drilling sector : ETPM, a subsidiary company of Entrepose and GTM, one of Bouygues’s most important competitors . In 1978, GTM’s capital was scattered between many shareholders. Francis Bouygues seized the opportunity and proceeded methodically to buy share sfrom the smallholders on the stock exchange : at the beginning of 1980, he was controlling 18% of the capital. But he failed to gain control of more, because of the opposition of the board of directors as well as that of the Chargeurs Réunis group and the Lazard Bank, two major holders of GTM shares. Because it was impossible for him to reach the freezing minority, Bouygues resold his shares. He faced again three further failures, two in 1982 (Cochery and Colas, where he was respectively defeated by SGE and SCREG, one in 1983, when Quillery escaped him to the benefit of SAE. However he was not deterred from making himself a big name by taking over a giant company in the field, in the face of all his competitors, both Gfrench and foreign. 

C/ Reaching the world leadership : the SCREG takeover


Success was finally on the agenda in 1986, when he took over SCREG, for a long time the French leader in the field and still in 1985 second only to Bouygues itself
. At the end of 1985, SCREG announced considerable losses. Petrofina, its most important shareholder, agreed to sell Bouygues 9% of the shares it held. Besides, Bouygues had a purchase option for the other shares still in the possession of Petrofina. In spite of the counterproposal of an powerful consortium pooling Dumez, SAE, Spie Batignolles and Shell France, banks gave preference to Bouygues : his group seemed to them the most capable to reshuffle the ailing group. This was a very good operation for Bouygues, whose group was nearly doubling its turnover and its manpower. Bouygues thus became the first building and civil engineering group in the world, by turnover  if not by profits (table 6). 

Table 6 – The top 10 groups in building Industry in the world, as of 31 December 1986 (turnover, in billion francs)

	1
	Bouygues (France)
	46

	2
	Shimizu (Japan) 

and Taizei (Japan)
	40

40

	4
	Bechtel (United States)

and Kajima (Japan)
	38

38

	6
	Fluor (United States)
	32

	7
	Mac Dermott (United States)
	24

	8
	Philipp Holzmann (Germany)

and SGE (France)
	23

23

	10
	Trafalgar House (United Kingdom)
	22


Source : DAFSA KOMPASS.


Bouygues group was breaking the roadwork’s market. Indeed, in this sector, SCREG was a leader (it made 60% of its turnover and was highly profitable). Moreover, Bouygues was also becoming, thanks to SMAC Aciéroïd, one of the European leaders in waterproofing, isolating, roofing and steel façading, fire detection, etc. Finally, from September 1986, Bouygues raised its shareholding within SCREG capital to 83.5%. It was the beginning of a spectacular reorganization and a new period of quick growth.


Success bred success. From March 1985 on, Bouygues rebought the shares of Spie Batignolles, another big French competitor
. A subsidiary company of Schneider (which held 57% of Spie capital stock), this group was employing 32,000 employers (against 57,000 for Bouygues). Above all, Spie Batignolles was a fierce competitor in industrial engineering and electrical equipment, notably through its own subsidiary company Trindel. Taking control of Spie Batignolles seemed difficult ; but, it was possible to get a freezing minority which would allow Bouygues to influence, or counteract, Spie Batignolles’s strategically choices. In November 1986, with his group holding more tan the third of Spie’s shares, Bouygues was close to reach his gaol. Yet he failed because the steady opposition of the two Chairmen of Schneider and Spie, as well as the very strong hostility of Spie Batignolles’s workers. The only consolation to Bouygues was that, through re-selling the shares already purchased, he allowed his group to make an important gain in capital.


Francis Bouygues was always eager to diverse his activities in order to avoid too narrow a dependency towards building and public works. He tried his had, but wit lesser success, at industry : in 1984, he failed to buy Framatome, because of the French government’s opposition ; in 1985, he teamed up 50/50 with Bernard Tapie in order to constitute a major European group in the battery industry, based on SAFT-Mazda; in 1989, he purchased the Grands Moulins de Paris, the French leader in wheat mills. 


Purchases and takeovers could not be the basis for a sustainable growth. On the contrary, from 1984 on, Bouygues group took control of the Entreprise de Travaux d’Equipement Electrique (ETDE). This big fir, established in 1929, was specialized in the installation of overhead and underground electric lines as well as that of telephone lines and the construction of all types of public utilities (water, gas, etc.). One year later, Bouygues concluded an agreement with the Compagnie des Signaux et d’Entreprises Electriques (CSEE). The consequence of it was the creation of two joint subsidiary companies : Compagnie des Réseaux Electriques (CRE), in order to allow ETDE to complete its coverage of France ; Compagnie d’Entreprises Electriques (CEE), a general electricity company, that could realize all works of electrical equipment and maintenance for private clients. Even if it sold rapidly its interests in CEE, in order to buy SCREG shares, the Bouygues group was now present in electricity equipment, a profitable and not very risky sector. 

2/ BOUYGUES : AN MULTI-SERVICES GROUP


Francis Bouygues had very early understood that it was necessary not to limit the activity of his group to the building sector. From the beginning he gave priority to commercial practices and profitability was a major objective of a global strategy
. This was the driving force behind a very early diversification of his activities as well as a series of fast reorientations, thus anticipating his competitors. Property development constituted a good example of this capacity of anticipation.

2.1/ Bouygues, a generous property developer ?


Francis Bouygues chose very early the way of property development.

A/ An archetype of a property developer of the 1960s 


In 1956 was founded the Société Technique Immobilière (STIM), of which F. Bouygues became immediately chairman. During the second half of 1950s, he engaged in a lot of upper market property development operations, such as that of the 52, avenue Foch, Paris, which was the first he launched. He then tested the method he was to employed often afterwards :

1/ to buy a well situated building land ;

2/ to borrow from banks ;

3/ to make buyers pay before laying the foundations.

This first operation was a very profitable one and, consequently, Bouygues was consistently supported by the Crédit Lyonnais bank, which advanced to him important sums. Thanks to this, Bouygues, through the STIM, established himself as one of the major Parisian property developers : each time capital was lacking, STIM acted simply as a simple intermediary of the civil property development societies
 it had constituted.


Property development activity increased greatly from 1964 on, with the arrival of Paul Granet, a former student of the famous ENA, Ecole Nationale d’Administration and “chargé de mission” at the Home Department. It was out of necessity that Bouygues hired this “énarque”, as he was then engaged in important development schemes located in safeguarded urban districts and he needed to get certain derogations to carry on his plans. This was the exclusive competence of Paul Delouvrier, a top civil servant with the Parisian area under his responsibility, and a close acquaintance to Paul Granet. Moreover, during the 1960s, F. Bouygues was getting closer to Suez group to get more room to manoeuvre in the property development sector. He was also increasingly interested in public-supported housing. He was thus at the origin of such development schemes as the “1000/1000”, or 1,000 flats for 1,000 francs by square meter, at Aulnay-sous-Bois, near Paris, of the rue de l’Abbé-Groult, in the 16th arrondissement of Paris. In the mean time, Granet had publicly advocated the possibility of putting partially green spaces into construction and his campaign probably favoured the passing of a law in 1967 that softened the previously tight legislation.


At the beginning of the 1970s, Bouygues’s property development strategy evolved significantly. Although STIM went on launching high standing operations in Paris and suburban public-supported housing developments, the election of Paul Granet as Gaullist deputé in March 1967 and the voicing of mounting criticism against STIM led its rulers to a more cautious approach. EFB had meanwhile given birth in 1963 to a second subsidiary company called Union Immobilière d’Investissement et de Participation (UNIVEST); contrary to STIM, it contented itself with to take a financial participation in property development operations initiated by other groups. The role of UNIVEST grew gradually during the first part of the 1970s. In 1973, its capital stock became more important than that of STIM. This company disseminated also in the rest of the country, outside of Paris. At the same time, the Bouygues group was interested in the detached housing market : it was the reason of the creation of France Cottages, in order to promote individual housing estates.

B/ A successful rebound in a period of crisis


From 1975 on, Bouygues was strengthening its positions in the metropolitan property development sector, as highlighted by the founding of Maisons Bouygues in 1978 by Francis’s two sons, Nicolas and Martin. In 1980 and 1986 respectively, two new subsidiary companies were established : France Construction and France Marianne, the later aiming at the upper middle-class market. In a new context resulting from the launching, in 1978, of property access programmes, the success was total : Maisons Bouygues reached to second national rank in this field behind Maisons Phénix. From 1980 on, property development represented more than 20% (22.8%) of the Bouygues group consolidated turnover. This was a major asset when the group decided to refocus its activities on the mother country : in 1982, property development reached 46% of Bouygues’s building and public works activities in France.


In spite of a structurally depressed market, the group’s property development activities developed during the 1980s. In 1985, Bouygues Immobilier, all subsidiary companies included, became unquestionably the number one of the private property development in France. This growth was based on the launching of very ambitious programmes. This was the case with the STIM’s large scale operation in the railway station area at Saint-Quentin-en-Yvelines, or the ZAC Citroën operation in Paris, where France Construction, in a 50/50 partnership with Meunier Promotion, built large blocks of offices. This growth was accompanied by a resolute diversification of activities : Bouygues Immobilier was not only interested by the housing sector, but alto in the building of hotels and holiday resorts. Indeed, in 1985, Bouygues Loisirs, a subsidiary company of Bouygues Immobilier, founded Latitudes, in equal partnership with Havas. The following year, Bouygues Immobilier concluded an alliance with the Accor and the SARI groups in order to convey the CNIT of La Défense, East of Paris, in a business centre. This success in the property development sector was in large part the result of the group’s abilities both in technical and financial matters.

2.2/ A breakthrough in the engineering sector


The interest of Bouygues for engineering was ancient. In 1968, Francis Bouygues had created three companies. The first, Etudes et Ovrages d’Art, was in charge of all projects dealing building, civil engineering or public works ; the second, Elan, was responsible for planning, coordinating and supervising the works; the third, Esthétique et Industrie, was interested in architectural design. Because they worked both for the group’s companies and for the external clients, these three firms grew rapidly. In 1972 Elan set up a subsidiary company, Gestion Immobilière (GTM), to act as a real estate syndic. One of its first operation was to put in place the structures of management, development and maintenance of the Fiat Tower at La Défense.


The Bouygues group did not reach world stature before 1983. In July that year, thanks to the profits made in Saudi Arabia, it repurchased the large American firm HDR, a company specialized in architecture and engineering. With 23 local branches, but active in all the United States where it realised 90% of a 70 billion dollars turnover, it was the perfect vehicle for Bouygues’s ambitions to get a foothold in the American market, but it became also more and more a tool for the group’s global strategy. Indeed, HDR was characterized by plural disciplinary competences. The United States offered the Bouygues group an opportunity for a potentially significant growth.


In 1985, Bouygues US created a new holding company, named Centre Corporation, with the aim of gradually expanding the activities related to HDR’s existing specialities in architecture and engineering. These new phases of activity were entrusted to Centerra Construction, in charge of assisting HRD in its project of estimating and planning in Construction Management and Centerra Development, charged with supervision of the Centerra group’s real estate developments projects. Besides, HDR was dividing its capabilities into four separate, fully operational companies, backed by an intra group support company :

· HDR Building handled architecture and engineering in conjunction with building projects 

· HDR Infrastructure covered all types of urban infrastructure and development projects.

· HDR Technserv operated in three main sectors : energy, pulp and paper plants and especially solid waste treatment and resource recovery 

· HDR Systems was pursuing its activities in data processing and large-scale date base operation Bouygues US was becoming. 

Tanks to HDR, American leader on the domestic market for healthcare and, more and more, penal and justice facilities, the Bouygues group became more and more competitive, particularly concerning concessions, on a international market dominated by American firms.

2.3/ Researching non-cyclical activities : SAUR


In his research of diversification, F. Bouygues aimed at activities that could assure regular and stable revenues. In 1982, he failed to purchase the Drouot group, then the second French private insurer. The previous year, he had failed too when trying to obtain a preponderant shareholding into the Lyonnaise des Eaux et de l’Eclairage, then the Générale des Eaux. After these two failures, F. Bouygues turned himself to the Société d’Amenagement Urbain et Rural (SAUR), specialized in the production, treatment and supply of drinking water, and providing utilities operations and management services to cities. Founded in 1933, SAUR had been developing in the 1960s. At this time, SAUR was obtaining significant contracts as in Nîmes. It created the SODECI, a subsidiary company, in Ivory Coast. At the beginning of 1980s, SAUR was managing more than 1 million of users and counting 16 regional directorates. At the same time, it was pursuing its international expansion : it was present in Congo, in Guinea, in Mali, in Senegal and in Zaire. From 1982, SAUR set up even in Canada, through its subsidiary Aquatech.


In 1983, SAUR constituted the third French group in water and urban sanitation, but it was ranking far behind Compagnie Générale des Eaux (number one) and the Société Lyonnaise des Eaux et de l’Eclairage : SAUR was making 1,5 billion francs while serving 4 million persons, compared to 30 billion francs made and 14 million of people served for Compagnie Générale des Eaux
. Although mainly based in the rural parts of the country, SAUR benefited however from the suburban development and, in the 1980s, was growing quicker than its two big competitors. F. Bouygues was helped in his financial takeover by the sale of shares by numerous smallholders as well as, and above all, by withdrawal of the Continentale d’Entreprise, which owned 18.6% of the capital stock.


One year and half after its entering the Bouygues group, SAUR was making a turnover of 2.7 billion francs. Thanks to new contracts of exploitation, management and services, SAUR was increased to 5,000 the number of local authorities and to 5 million the number of people served. It was developing its engineering activities : design and delivery “keys in hand” of pumping and treatment plants for drinking water, sewage treatment plants, etc. It was the beginning of a quick phase of growth, often to the detriment of its two others French competitors. SAUR obtained contracts with the cities of Aix-les-Bains, Brive and Saumur. It was diversifying its activity with the creation of Coved in France, a subsidiary company for the treatment of garbage, and Ecovert and United Kingdom. Stereau was launching on the water treatment market and got the contract for the construction of the Nîmes, Orléans and Colmar plants. Abroad several subsidiaries were created : SEEG, Sodeca (Guinea), Gestagna (Spain), SAUR UK (United Kingdom) and SNG (Poland). The Bouygues group was also more and more interested in energy. It was by SAUR that Bouygues inherited of ETDE. Always in the SAUR orbit, Bouygues added Ciprel, Sogel and SDE. Nevertheless the most spectacular diversification was in the communication sector.

2.4/ The “Number one” of French TV 


Francis Bouygues had long understood the importance of communication.

A/ Communication : an essential function for the group


Bouygues’s force laid in a large part in the mobilizing potential of his social project
. It came to be identified with a number of successive models : in the 1960s, it was the “design engineer” (ingénieur d’études) or “the Minorange fellow” (le compagnon du Minorange), a highly skilled worker that personified the core of the group’s manpower. F. Bouygues gave an essential place to training for the benefit of both management as well as workers. However, the group’s quick growth made it necessary to constantly reorganize its structures. As early as 1975, a reform instituted a decentralization process, both geographical and by type of activities. Not only did subsidiary companies multiply; their major functions became increasingly integrated: works, commerce, or design. In return, material, human and, above all, financial resources, remained the preserve of SA Bouygues, thus showing how important internal communication was within the group.


This strategy grew between 1975 and 1980. The big Forum des Halles strike in 1977, then that of Saint-Alban nuclear power plant two years later, were major steps in this regard. From then on, the group’s rulers developed an active internal communication policy. Its aim was to mobilize employees around the fitting slogan of “challenge”, itself being declined in three aspects: “quality”, “delays”, “prices”. In this purpose, the group placed greater emphasis on its training policy, notably in the management sector. Material advantages were granted, superior to those prevailing in the other companies in the branch, such as an extra month pay granted to workers in 1980. But it also placed increased importance on information, itself conceived as a “vector of integration”, on the motivation of the workforce, especially of intermediary management, and on profit staring for all employees: in 1980, shares were distributed to 8,000 of the workforce. 


Mobilizing managers and young employees alike became a priority. Bouygues recommended two models to the attention of the first: the “entrepreneur” (namely the director of a regional subsidiary company) and the “pioneer” (in charge of management of big international sites). As far as young employees were concerned, there were two new channels to supplement the “jeunes constructeurs du bâtiments”
 (JCB), a corps created in 1972 to train top skilled workers : on the one hand were the “jeunes compagnons bâtisseurs”
, from which future foremen and works foremen were to “emerge”; on the other, and although it had been duplicated in several of the groups’ subsidiary companies – Bouygues Off Shore, GFC or Quille –, the “Ordre des Compagnons du Minorange” became less and less adapted to a more versatile workforce, and was thus losing its function of was partially losing its model function. The “Bouygues spirit” was replacing the “Minorange spirit”, heavily influenced by the traditions of the building sector: this new esprit de corps favoured the group integration of all workers alike, in spite of their diversity in status and of their working in various firms
. This was reinforced in 1986, when Bouygues took the control of important firms with a strong enterprise culture, such as Colas or Sacer
, and progressive social practices, such as SCREG.


The new emphasis placed on internal communication did not imply the sacrifice of external communication. Moreover, because of Francis Bouygues’s choice in favour of network operations and urban engineering, he found himself in the mid-1980s in a good position to meet the new challenge of the communication revolution. Right from this date, he had understood the importance of cable television networks, their establishment following the same logic of serving municipal services, in which he had, via SAUR, a long, and masterly, experience. In a first step, in April 1985, F. Bouygues approached municipalities likely to be candidates, particularly Saint-Quentin-en-Yvelines, where Bouygues was building its new group’s headquarters. In a second step, F. Bouygues took participations in cable television networks. Already a shareholder, from June 1985, of private radio IDF, launched by Michel Giraud, President of the Regonal Authority of Ile-de-France, he go interested, in January 1986, in the project of a local aerial television system for Paris. This led him to envisage a cooperation RTL radio. He had the suitable person with Patrick Le Lay. An engineer, and a graduate from Sciences Po Paris, P. Le Lay was General Secretary of the group from 1981 to 1984, before to take in charge the newly created “directorate for the diversification of activities”. 

B/ The purchasing of TF1 : an major breakthrough in the world of big media


The victory of the right-wing coalition RPR-UDF in the general election of March 1986 allowed the privatisation of TV channel TF1
. Fifty percent of its capital was to be sold to various private investors, 40% to the general public and 10% were reserved for the channel’s employees. It was also stipulated that no private investor could hold more than 25% of the capital stock. A mass of candidates made themselves known, but most of them were put off by the high price of the shares assignment and by the passing, in November 1986, of a law putting strict limits on media concentration. The defection, inDecember, of press moghul Robert Hersant, more interested by the launching of the new Channel Five (“La Cinq”), left Bouygues and Hachette as the only contenders. Since the former enjoyed the support of the government, he appeared as the main favourite. But the National Communication and Liberties Commission, hat had just been initiated to supervise the reforms likely to affect the new French TV and media scene (or “Paysage audiovisuel français”, PAF, as it was to be nicknamed), decided itself in favour of Bouygues (April 1987). This was maybe to assert its own authority in front of the government, more likely because the group’s case was more serious than that of its contender. 


The late defection of Havas and Banque Nationale de Paris made Hachette’s financial dispositions not really satisfactory, especially since Bouygues had a support of Crédit Lyonnais, Indosuez, and Société Générale, as well as the aid of Bernard Tapie group, the GMF-FNAC group, as well as of Robert Maxwell, the British press tycoon. Bernard Tapie’s presence was not a surprise since Bouygues was at the origin of his then successful business empire. It was fairly different as far as GMF-FNAC and Maxwell were concerned. The alliance with the former was a consequence of the rapprochement operated in February 1987 between Bouygues and Le Point, an important French news magazine. Jacques Duquesne, its chairman, was close to Michel Barouin, himself chairman of GMF-FNAC. The partnership with R. Maxwell was above all the result of pure calculation: Bouygues needed someone who could invest up to 10% of TF1’s capital, Maxwell wanted to set a foot in the French television world.


Bouygues’s victory was a surprise to most observers. Yet it was not short-lived: during the following months, TF1 resisted victoriously La Cinq (the new TV channel controlled by Silvio Berlusconi and Robert Hersant) in its efforts to “steal” all the channel’s most popular presenters and journalists. Even better, TF1 remained largely ahead of other channels as far as audience figures were concerned, and even improved its ratings. It was also making more profits than any other channel, with the exception of Canal Plus. With 95% of the households having a TV set, the French watched TV for 216 minutes per day on average, 136 of these being on TF1. It was remained leader, with a market share (1988) of 46.3%, quite above the initial aims (a market share of 40%) :

Table 7 – French TV viewership per channel, 1988

	TF1
	46,3%

	A2
	23,3%

	FR3
	8,8%

	Canal +
	3,8%

	La 5
	10,4%

	M6
	5,4%

	Others
	1,9%


Source : Saatchi & Saatchi, BAH, Analysis.

TF1 was then the most watched French channel, thanks to an active policy of programmes, a priority given to news and current affairs, an important effort of creation and the setting up of Europe’s first central advertising company: TF1 Publicité. In order to diversify its activities, TF1 launched in 1988 a film making and video editing company (TF1 Films Production).

C/ First steps in the cellular phone market


Francis Bouygues was thinking of entering the world of mobile telecommunication right from this period. Early in 1987, ETDE purchased the Compagnie du Midi de Siemephone, a little enterprise specialized in the installation of telephone exchanges. More importantly, in April that year, Bouygues entered a pool set up by Matra (Lagardère group), Ericsson (Sweden) and Indosuez bank in order to purchase the Compagnie Générale de Constructions Téléphoniques (CGCT). Formerly a subsidiary of ITT, nationalized in 1982, this firm possessed a large share of the French market in public telephony and telephone exchange. This operation presented a double advantage. Firstly, it allowed to make friends again with the Lagardère group, defeated by Bouygues in the battle for TF1. Secondly, F. Bouygues wanted SAUR to become the second operator of radiotelephone in France. However, an alliance was indispensable with the manufacturers who had all the necessary knowledge (such as Matra or Ericsson) in order to set a foot on a market still underdeveloped in France (25,000 radio telephone installed in France at the end of 1986 against 120,000 in United Kingdom).


In September 1987, the Bouygues group was candidate to set up a new network of mobile cellular phones, a private competitor of the French Direction Générale de Telecommunication. He constituted a pool with Matra, Ericsson, Alcatel, Thomson, TRT, Crédit Agricole and Indosuez and declared himself ready to begin the exploitation of the system within eighteen months. But the Bouygues group faced the competition of Générale des Eaux and Lyonnaise des Eaux et de l’Eclairage. The contest was as sharp as that over TF1, but the outcome was not as positive for the group: in December 1987, the Post and Telecommunications Minister decided in favour of Générale des Eaux, associated with Alcatel and Nokia. However, the group had then showed its competitive capacity. It was to confirm it later.

Conclusion


There is no better symbol of Bouygues’s success today, and of the intricate links between the building sector and the communications sector, than its corporate headquarters at Saint-Quentin-en-Yvelines. Opened in January 1988, its construction was preceded by a consultation of some biggest contemporary architects : Kenzo Tange, Ricardo Bofill, Andrault and Parat, etc… F. Bouygues chose finally Kevin Roche, who had conceived the corporate headquarters of Fiat, General Food and Union Carbide. Bouygues wanted to make of “Challenger” – such is the name it was given – the double symbol of the power of his group and of its technological advance. These headquarters contained 140,000 m² of useful area, among which 62,000 m² of offices. It had, when it opened, one of the most up-to-date computing networks of France, with 2,800 terminals, nearly one by workstation. “Challenger” is conceived as a first-class commercial tool, as an expression of the group’s power, as an instrument of unquestionable respectability on the international scene. The bulk of office space is contained in four wings in a circular arc. They spread from a large central building, spreading from East to West, as… the castle of Versailles, and topped by three domes. It is assigned on the one hand to offices of top management, on the other hand to the firm’s restaurant and to shops catering for the firm’s employees. In the centre stands the office of the Chairman and Chief Executive Officer, facing the South, … as the King’s room in Versailles.


This technological showcase was fully in accordance with the ambitions of a leading group in its field, building and construction, but also very diversified : 

Table 8 – Bouygues group turnover in 1991 and 2004, by main field of activity (% of the total)

	
	1991
	2003

	1/ Construction which :

- Building and public works

- Road works and waterproofing
	62,6

29,2

33,4
	55,3

21,7

33,6

	2/ Services and divers
 which :

 - Engineering

 - Property Development

 - Water

- Communication which :

· TF1

· Bouygues Telecom

- Industry
	37,4

1,5

9,1

9,3

4,7

4,7

0

12,8
	44,7

0,5

5,6

11,2

27,4

12,5

14,9

0


Source : Annual Reports of Bouygues group.

Even if, in 1991, the industrial activities of the group represented around 13% of the group’s turnover, the part reached by services stricto sensu was already important: nearly a quarter of this same turnover. Martin Bouygues’s chairmanship has only amplified a movement largely started by her father. 


This diversification has been a financial success. The appropriation of the net profits for the year 2003 shows it clearly :

Table 9 – Net profits by activities, as of 31 December, 2003

	
	In million euros
	% of total

	Surplus for the year which
	504
	100

	1/ Construction

- Bouygues Construction 

- Colas
	23

192
	42,7

4,6

38,1

	2/ Services 

- Bouygues Immobilier

- SAUR

- TF1

- Bouygues Telecom
	44

20

79

146
	57,3

8,7

4,0

15,7

28,9


Source : Annual Report of 2003.

Bouygues was realizing in 2003 more than 57% of its profits outside construction, thanks to the strong profitability of Bouygues Telecom, TF1 and, to a lesser extent, property development. But construction remained an important source of profits, thanks to Colas, the world leader in road works
.


Competition was stronger in the building and big works of civil engineering. In fact, although less diversified, the group Vinci was reached a better profitability. Regarding Eiffage, it realized a good performance too, compared to Bouygues, but only in terms of surplus for the year:

Table 10 – Compared profitability of three French majors the construction sector (en %)

	
	Bouygues 
	Vinci 
	Eiffage 

	Ratio 1 =

Gross operating profit

Turnover before tax
	5,67
	6,4
	3,8

	Ratio 2 =

Surplus for the year 

Turnover before tax
	2,1
	3,0
	2,0


Source : Annual Reports of Bouygues, Vinci and Eiffage.

In the final analysis, if the way chosen by Bouygues yielded undeniable success, it was also possible of taking another direction with equal success, as shown by Vinci or, to a certain extent, Eiffage.
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