
~:~ ~ ( ~ h r  ~ t o * ) ) ~ L , T ~ : ~ ,  ,r"~ ~, /"( ' ,  1!-7~,,,4J'..) ll i r~; l  i t ,_ - I1  lP,~l l  ,/ ISOi 

~" L~NAGE~"NNT Ex:~I,~S 

24 ,~,,,.~arch 1950 

CONTENTS 

Page 

~ITRODUCT!ON--Colonel H. R. ~:~cKenzie, 03~C 
.~,~ember o f ,  t h e  F a c u l t y ,  I C A F . .  . . . . . . . . . . . . . . . . . . . . . .  1 

SPEAKER--I(,~. ~nomas R. Reid, Vice President, 
~,{cCormick a n d  Company . '  1 ' e e  o e o e e e e e e e e e e  e'e eme e e e e e  • • ee, • e e @  

÷- 

, I "rT ~ * ' r "  -,~ " 1 ' 7  GENERAL DT~, C So OJ~ ' • t j  j _  e l i  • e e e e  • e e 6 a J  o o e e e e  e e  e • e e  e l e  • o o ' e  e a  o e  e o e l e e e  J e o o  _ _ . ~  

T P~folication No. _,~50--,18 

I~TDUSTR_TAL COLLEGE OF ..... ~J:~:... !LP.~'~D" ~ FORC~JS 

Washington, D. C. 

• ~ ~ir~'~ ":" 'i ~ ';''~'i ~ ~I i 



180  
' v . .  r ~  ,<-'-~') , .  12 \%.  ' . . . .  

Mr. Thomas R. Reid was born in i~[onticelio, Arkansas, on 
20 April 191~. He received ~his B.S. in Business Administration 
from the University of Arkansas in 1935. Some of the positions 
he has held in the past few years have been: Assistant to 
Industry Members, National ~ar Labor Board, Washington, D. C.; 
Organizer and First Chairman of the Persormel Policy Board, 
Department of Defense, ~JashJngton. He was appointed to this 
position by Secretary Forresta!, December 1948. For his+work 
on this Board, he was awarded a Certificate of Appreciation and 
the Exceptional Civilian Service Medal by Secretary Louis 
Johnson, 1 September 19~9.- He is a member of the Baltimore 
City Council and on 6 May 19~7 was elected for.a 4-year term 
as Chairman of the Budget on Finance Committee for the Oity 
of Baltimore. The United States Junior Chamber of Commerce 
selected him as one of America's ten outstanding young men of 
19A7. At present ir. Reid is Vice'President, Hu~nan Relations] 
member, Senior Board of Directors, }<IcCormick and Company, Inc., 
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if some . of .the ear ly. busine ssmen o~ ~; th:is ~.ou~ry "o-~"t he t ~  of. the " 
Vanderbilts, .~he Astors, the Harrimans, or the ~ilis were to. home to 
life again and were'-to sit. in pn a management conferencs,~taff meeting 
that .they -would be qUite'~urprise~.at.the .trend of conversations. . ~- 

We are,repeatedly toid that ~economio mobilization.must be .accomplished 
by and .through men~ For that reason we have scheduled .:a lecture here 
this morning.that, to my knowledge, has never Seen given at the Industrial 
College before. %~e feel. it is im@ortant that in your studies of economic 
mobilizati.qn and,in the future wer.k you may do in that area that you 
shouldhave-.an appreciation of ~the ethics of American managers° It &S 
extreme.ly app~9opriate that we.have this lecture at this time before we - 
go outon, our. fie:Id:trip, at Which time you willhave an opportunity " 
to meet so .many-of. these outsta~ding business leaders of our country. 

. . . , . 

Having selected -a~topic that we felt was important, the ques.tion, of 
selectiig a speaker was a rather interesting experience. %~e went to 
McCormick • and Company in:Balti~nOre 7~here, with its youthful and energetic 
president, we have noticed over the Fears outstanding leadership in this 
area. iThe~ hav'e for their:vi~e / president our speak:er this morning. He 
is a man whose statuze .v~as su.Ch that• ~e was recognized by Secretary 
Forrestal and appointed 'the first c hairm~n of the C~ilian Personnel 
Bolicy Board. " - " " 

It is my pleasure to introduce to the Industrial College andto our 
guests, Mr. Thomas R. Reid, Vice Presideht. 0f McCormick and Company. 
Mr. Reid. ~ . . . . . .  

MR. REID: Thank you,j Colonel. Good morning, gentlemen. The story 
I shall relate today had :its origin at the 5eginning cf business and I 
hope WiT1 never end. ~It is the stSry of manamement ethics-'the soiritual~ 
moral, and ethical values in business which go along with the concept o£ 
making money and earning a profit. • If they are overlooked, all society 
suffers. If they are obseryed, all societybenefits. 

Ny particular" story b~gins abodt.four 6r five years, ago when my 
interest in'this , subject, WhicHj !~grant you, up to that time hadbeen 
faSrly dormant, was s.tirred into • life by an invitation •that came to me 
and "a number of other:business, labor,'•and religious l~aderS from General 
Robert~ Wood Johnson, Presideht i/of/Johnson:ahd'UohnsOn of New BrUnswiCk, 
N, J. It was the kind of invitation that comes across la businessman's 

: desk £a'~iy reg~lar~lM; an invitation" to attend a conference to discuss 
a s u b j e c t ' • o f  gen@ral~nhereShi.~•~,.-~:•~.,~ II•I.I i•i~ /i ~ .i :•~ ..... '. . ~ i..; •.~ " 
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And yet, at the same time, it was the kind of invitation that you 
looked at once, looked at again, then said, "Thi~ is something I simply 
must not pass up. ~' It said something !ike this~ As a businessman, I 
have been concerned with a growing attitude of indiffemence to ethical 
values in management, and I'd like to get together a group of my associates 
to talk about it. 

It wasinteresting to note that all the others who were invited 
apparently had the same reaction because with the exception of two men 
out of thirty-eight all burned UP at the original meeting in i~ew York to 
begina series of discussions Which burned out to be as interesting as 
any I have ever attended. 

General Johnson opened the meeting pretty much in this way~. He 
said, "I was asked by one of our industrial relations executives a fe~ 
weeks ago if ! would mind setting aown on paper the basic beliefs of:the 
management of Johnson and Johnson with relation to people--not in detail3 
but just the fundamentals of what we believe in and what our ideas are 
about our moral and ethical relations to other people." 

General Johnson then went on to say, "i told the executive, !'~Vhy, 
now I have a little free time this evening~ I'll be glad to do it. You'll 
nave it tomorrow morning. '" But when General Johnson sat do~n to do what 
he thought was a relatively simple task, he found himself completely 
stumped. So he told the executive the next morning, ',I~m sorry ! didn't 
get it done last night. This week end, however, I have s~e free time 
and I'll spend Saturday and Sunday on it. You'll have it Monday.morning, 
s u r e .  II 

So he spent Saturday and Sunday on it. He wrote and he rewrote~ he 
destroyed .what he had done. "Finally," he said, "I came, at the end of 
Bunday, to the sad conclusion I simply did not know how to set down on 
paper the basic policies in which we believe in dealing with other people. 
So," he explained ~o us, "I've called you together, as other businessmen 
who may have met this same prob.lem, to see if you can help me set down 
in writing what are some of the ethical and moral concepts of business 
management in the modern-day world." 

We set to work with that charge before us. ?Je were vastly aided 
in our work by e group of people, that grew as we went along, from.all 
areas of public life.. We had representativeS of both the CIO and the 
AFL who gave Us the labor viewpoint in our discussions, l~ie had presiden:t~ 
of some of the country's great corporations. We had men who ~.~ere Special, 
ists in personnel and human relations, like myself, to give some itechnical 
tone to the meetings . . . . .  

. -, , • . - , . 

In the course of our discussionsj however, we suddenly found that 
the people who were taking the leadership especially on many of the moral 
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and ethical .problems turned out to be the religious leaders. I shall 
never forget one evening when our regular meeting was held in a )rivate 
room at the Stork Club. I am. quite sure the regular residents of the 
Stork Club still rub their eyes in amazement when they recall that 
evening when a group Of priests, rabbis, ministera, and so on, passed 
through thebar and public room on the way to their meeting. 

This discussion went on for a period of three years, v~e soon found 
we were concentrating more and more upon that part of the ethical relation- 
shipwhichconcerned itself with dealings between management and~labor. 
I cannot explain to you why our discussions took that turn; except for 
the factthat~-most of us, perhaps, were interested in that more than we 
were in some of the other relationships. 

The publication ~hich finally emerged, therefore, came out under 
the title, )'Human Relations in iodern Business." It was published by 
the ~ Harvard Business Review in September 19&9 and has recently bean 
published by rentlce-Ha~l, Inc, It contains, along with a listing of 
all the repre~Sentatives o£ religion, labor, and business who participated 
in the discussions, a summary of the findings of that group. 

It was my pleasure to serve on the final drafting o£ that st atement~ 
~e drafted and redrafted many times a statement which, we felt might be 
accegtable. Finally, we discovered that even our best effort was not 
acceptable tO all participants. There were dissensions along the way. 
There were those who attempted to pull out of the original group oecause~ 
for one thing, they coUld not accept some of the things a nun~ber of 
members of the group wanted to say about human relationships in management° 

For one thing, the businessmen and the representatives of the church 
could not reconcile in some instances their full ac~eptance of the principle 
of unionism. I never could quite see,-and some of my business associates 
could not quite see--why some of my colleagues in this ~roup took the 
attitude no' employee could possibly get a fair deal from management unless 
he had a union membership to ~rotect him from management. 

Our Concept was that so long as management is ethical and so long 
as management is fair, the fact that it has a union or not is relatively 
unimportant; that it is not necessarily true that a union is required to 
protect the interest of a worker from a voracious managemeht~; it may 
be that, even ~ithout a ~ union, workers and management can understand 
each other and mrrive at common understandingso 

At any rate ) when the job was done all" of us felt it was something 
of a miracle of coordinated effort. I think it is cue of the few times 
that the Jewish, the Christian, and the Catholic Church nave agreed on 
any document in its final form. I think it is one oi" the few times, too, 
that the CIO, the AFL, and the leadins industrialists of this country 
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have agreed on a document in its final form. So, in spite of the fe~ 
misgivings and the alterations in text which were necessarybecause bf 
differences of opinion, there emerged from this three years Of discussion 
a rather significent document. 

I sincerely hope it enjoys wide circulation and wide attention. I 
hope it brings about more meetings like this where people of goodwill, 
good intent, and good minds sit down together to discuss theissue of 
ethics in management. ~e can no longer afford to neglect itsimportance~ 
~e can no longer afford to ignore it and only hope that the problemsof 
moral and ethical values will solve themselves while we devote~our 
principal attention to the more co~znercial aspects of businessand management. 

To look at it in its broad perspective, I think you might well 
visualize the problem of management in ethic and moral values very much 
better if you would see in your mind's eye a chain which might:be called 
the "chain of business reaction." Visualize that chain, if you will, as 
made up of five links. In the center link, at the top, you might insert 
the word "management." i~ianagement becomes the central controlling force. 

Below management, as the link immediately to the left, would be 
"ownership" of the business. Ownership and management, thereforej become 
the first links with which to begin a business. They may well be the 
same. In many small business operations it is customary for Ownership 
and management to be the same. 

In other instances, ov~ership, whether it be partnership or corporation, 
may be rather remote from msnagement. In the larger corporations a great 
body of stockholders may select management and at the annual stockholders' 
meeting question whether management is doing its job well. But in the 
long run the relationships are as a link in a chain rather than as a 
common integral. 

So we have the link called management and the link Called o~nerahip. 
Then on the other side there is a link called "employees" (or workers). 
Take those three ]Enks of the business chain together and you will see 
that business simply cannot run ~thout all three. Somebody must provide 
the capital, put U@ the risk money, take the chance. Ownership~ therefore 
becomes responsible for the very foundation o£ any business. ~Somebody 
must operate it, run it, determine its policies, and set its cOUrse. 
~mnagement, therefore, becomes the second link. And, finally, someon~ ~ 
must do its work. As I have often said, in discussing human relations, 
no one has yet invented a machine that was good for anything until a 
human being stepped into the picture to push a button to start it ~ or 
stop it. Nobody has yet found a perpetuai motion operstion which would 
run mechanically without the help of human beings. Soj employees (or 
workers) are essential to the success of any business operation, i~othing 
is produced until people so to work. 

;~3~ ~--~ ~ ~ ~i~ ~'~-~-'~ . ~J~, 
" ~-~ t ~"~ . . . ~  . . . 1  "~ ~,~. 
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The third link in the chain, the employees (or workers), becomes 
closely tied up with ownership and management. 

Now let us list some of the links that are joined to these too threo. 
Let us call one of them "customers." Just as a business cannot operate 
until some ~orker or some employee pushes a button • to start a machine, 
it becomes equally obvious no business has any ase for the machine or 
anybody to push the button to start it or stop it unless there is some- 
body to buy its product. Therefore, the market for Zha product determines 
the number of employees, determines so many things, that.the customer 
becomes a ve.ryimportant link in the chain. So let us put the customen : 
a s a lin k indissolubly joined to the others. 

And finally, as the fifth link joining allthe other links together, 
let us put in one that we might call the "community." The community in 
this sense represents all the public, all the people, whether customers, 
employees, or just the general public, who have some contact, in whatever 
way, with that business operation. 

As we Visualize that five-link chain, I would suggest you put around 
it in your mind's eye (because it should be all the way around it) a map 
of the United Stat~s. And as you do that, reflect on this fact, please~ 
In my opinion, every business operation should look upon itself, first 
and foremost, as a part of the United States of Amsrica~ ~#~hatever else 
it does becomes secondary to •that essential fact of ci!~izenship in a 
nation, of obligation to a country, of responsibility to do whatever 
needs to be done as that business develops to protect the United States 
and all its people. • 

• 

~o, I have purposely no~ inserted government as a link in the 
chain of business :reaction° I have suggested instead that the :entire 
chain be surrounded by a symbolic map of the United:.States. The •Govern- 
ment of the United States is much; more than a link in a chain. The 
Government is so all-pervading and the necessity for retaining it and 
our Nation so almighty that it is more important than a mere link in a 
chain. As a matter: of fact, it must •become the overriding influence in 

ine ivity all bus ss .act o . ...... . ._ ; , ., : ..... 

Many .of our ethical problems, in business would be solved almost 
at once if yOu and I ,couid be sure t.hat.every Bntrepreneur, every 
enterpriser, or busines.sman honestly thought of his business as responsible 
first and: foremost to the 9nited States 9f .America, Take our problems 
in time of war, ~in assigning contractors and in. encouraging business to 
divert their production-from~ peacetime goods to the needs of war,time, 
There would be no problem if the .ethical concept of e~ery enterpriser 
and every manager was simply that the United States comes first; any- 
thing the United States wants me to do, I will do willingly: and gladlF 
inthe interest of a.better nation for:.a:ll of us.- So many.of, our 
problems would fall into place, if that primary ethical concept e.xisted. 

• 
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Now, you and I well know that it does exist, but unfortunately not 
so extensively as it should. You and I well know there are many responsible 
enterprisers who have that attitude completely, and whose loyalty and 
good faith can be counted upon beyond a question of a doubt. The thing 
you and I must do in our contacts ~th businessmen is to try-to expand 
that concept to the many who have not yet achieved it; to the manor wh0 
simply cannot see that anything is more important than making a profit 
for their own individual interests. 

~iith that picture before us, let us analyze the links in ~the chain, 
~ihat is management;s ethical responsibility to each of the links ~in the 
chain of business reaction to which it is joined? -First. 6f all, lotus 
look at its responsibility to the chain we have marked ownership, who 
may be stockholders, partners, or ~.nvestors in the business. They are 
the ones who own the business; their money has been put into itto provide 
the capital with which to operate. 

Management's first responsibility to those who pro~ide the :risk 
capital is to protect their investment by making a profit. That becomes 
the first duty of management--to make a profit; to manage the business 
so successfully that a profit is earned over a period of years. ~ianage- 
ment may well be condemned by o'~mership, and may well be called ~nto 
account at the annual meeting of' stockholders if it has failed in %hat 
first charge. Regardless of how successful it may have been on all 
other counts, management must not fail in fulfilling that first charge. 

Profit is the ammunition system which our American free-enterprise 
competitive system uses to keep businesses in operation, to provide 
products to customers, and to provide wages to employees. Withoub a 
profit, the business system stops. That becomes, then, the first obligation 
of a management executive--to make a profit. The ways in which ~he makes 
that profit will come into our discussion of his relationships with other 
units in the chain. . . 

RIanagement's ~responsibility to the next link in the chain, the 
employee (or worker~)~ is one which is a wide-open topic. I think it 
is really the issue, of the day for I do not know of anything that 
fascinates businessmen more right now than thisproblem of just exactly 
what: is management's, responsibility for those employees who work in our 
businesses. Frankly, we have seen a change in our ~ime. We have :seen 
an acceptance of a new idea of the ethical responsibility of an e mQioyer 
for the people who work for him. iv~aybe you have not Sensed it, but I 
have, as a businessman. As a matter of fact, I think it is one'of the 
most significant social developments of this current generation. 

What has happened is simply this: The management of an enterprise 
is beginning to accept the concept of trusteeship for employees. In 
other words, management is now saying, "Tve have a responsibility for the 
) 
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people Who work for us, and for the families ~ho depend for welfare 
upon th'e~.jebs of those people. And this responsibility which we now 
have goes b.eyond the mere payment of a fair wage at the end of the week." 

In. the fact-finding committee report on steel, presented to the 
President by Chairman Carroll DaughertY and his associates, there was 
one of-the most significant social paragraphs I have ever seen. It 
attracted very little a~tention~ it is surprising it did not attract 

thzs. }Jianagement owes employees an assur- more. It said something like " • 
ance that they will be takencare of in old age; that they will be taken 
care of:wh~n~they are too old to work; and that they will have an income 
when they are no:longer able to put in a dayts work for the 9ompanyo 

It was:no, to0 many years ago when that would have been Considered 
ridiculous. : For in effect it says an employee need not set aside money 
for his old age:~ that he need not worry too much about the rainy day 
you andI have been told to look and prepare for; somebody ks ~oing to 
see to :it tha~ he is taken care of without his having to assu~ne that 
responsibility personally. 

Whether~i.it. be Government through social security, or whether it 
be pri~te employer-s through private pension plans, we are. now saying-- 
and innume~rable wage contracts were negotiated last year and are being 
negotiated this ~ear--that management accepts the responsibility o~ 
looking after its workers throughout their natural life, whether they 
work or not. 

Thatl is a~ &ocial development of theutmost importance. It is some- 
thing that'ha.s not been said before. It is a trend which has been develop- 
into ~:It~ is upon. us now flatly, unequivocally. It is here to stay, in 
my opinion's: }~anagement sa~s not only that it will protect a fair rate 
of pay for ihs employees when they work, .but it no-,- sa2s it assumes 
responsibility for what happens to them in their old age when they no 
longer can work. It may be a matter of only a short time when management 
says--and :I dO:net think i~ vaLll be too long a time either--'U~e accept 
responsibility for seeing that our employees have a reasonable assurance 
of work during the Year,l~ which immediately gets into the area • of guaranteed 
annual, wage, .an d stabi liz.ed emp loyment. .. 

Then, ~too, management may say, "~e assume responsibility for seeing 
t*o it i~ an.~mployee be:comes ill he loses no income because of circum- 
stances ~hich are beyond his control.', The chain is endless as to what 
might, develop-in new concepts of labor-management relations as a result 
of th~ acceptance of that new idea° .As. I see it, there are.really five 
things that management does owe to employees, "sthicaily speakin.g, ~ ~here 
are five.th£ngs that management should assume as a responsibilitj ar~& 
within:its framework should try to give workers as much as ~ossible. 
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The first thing is a fair pay-~not necessarily good pay but fair 
pay. Are we sure that the rate we pay for this job is right; that the 
skill the job demands:is rewarded sufficiently greater than a less skill- 
'ful job requires, for which a lesser rate is paid? Are we sure that 
our rates compare faverably with the rates this employee coUld secure 
from comparable industries and comparable areas? 

Second, security~the very thing we have just been talking about: 
security for old a~e. Security by the year, in the sens~e of how f~r we 
go to stabilize employment. Security by the day in the sense of wh~t 
wedo if the employee becomes ill. 

Third, opportunity~there is an obligation to have fair systems of 
merit-rating and upgrading so that the employee has some assurance of 
the opportunity to advance. ~hether he does advance or not I hope. will 
always rest with the employee. But the opportunity to advance ~ and ~ the 
system by which merit may be recognized is a r~sponSibility~ of managementS, 

Finally, there are two things which are nonfinancial incentives but 
which are most important to an employee and which I think belong in this 
list of management's responsibilities to the workers. One of them is 
recognition--the desire of a man to be esteemed in the eyes of his fellow- 
men; the desire of a man to be recognized when he does a job well; to 
be identified as a human being and not known simply as a number or card 
in the pay roll account. 

The other is participation--we have much to learn about that~ By 
participation I mean the idea of an employee becoming apart of the 
management operation ih some sense. .~Ve have done it better at l~cCormiCk 
and Company, I think, than most companies. Since 1932, under themultiple 
managemenV plan developed by Charlie i~cCormick as president, we have 
given no o only fair pay, security, opportunity, and recognition% but we 
have gone the final step and added participation to the list~ 

i 

For ~xample, our junior executives serve on a junior board of 
directors, a factory board, or a sales board. Our employees participate 
• i n monthly meetings of ;employees in Baltimore and in all our b~anch 
plants where they give us ideas and where we talk with them and com- 
municate with them and share our confidences with them--a direct par- 
ticipation which supplements the suggestion system, and which gives 
every employee in the company a feeling of participating directly in 
business affairs, 

So, those five things i consider management's responsibility to 
its workers. 

.As for• the customer, the list can be almost a corollary~ i think 
the first obligation management has to the customer by way of ethical 
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and mor.al Valuesis.one of fair value~not necessarily the best quality, 
not necessarily.the lowest price ~ but the two in combination so that the 
product o£fered to 'the eventual consumer is a fair value, 

I..first planned to say that the two. factors that should be given as 
an obligation of management to the customer were quality and price. Yet, 
in contrast, our competitive system brings us to the point where that 
may not. be exac.tly..what we are talkin& about. For instance, ethically 
speaking, is:.:it wrong for a manufacturer to offer to a customer a product 
which Ts~,of..poorer~ quality than the product offered by his competitor so 
long as the price accurately reflects that poorer quality~ I do not think so. 

Is itwrong, for example, for one great enterprise to offer an auto- 
mobile, machined to the finest tolerances, "built with loving care," with 
almost~hand~made precision--and priced accordingly:--and still at the 
same timeroffer another automobile which admittedly is not of the same 
highquality but which also offers a price that by comparison to the 
price of the first is so attractive that the second far out-sells the 
better quality~ ~ carF Is that wrong~ I do not think so. I cannot see 
where:marmgement ~ should be criticized on ethical grounds because its 
quality mayi~be less than top grade, provided the price for the qua].ity 
he o£fers is right° 

~So, the~point then is not "price" and it is not ~'quality." It is 
"fair value." 

Uniformity, I think, is a responsibility of management to the customer. 
I think it ~ is ~a very important one, too. I cannot conceive of anything 
much worse, ethically, than management failing to keep its product uniform, 
of a standard quality, so that its name put upon a piece of merchandise 
means exactly the~ s~ne for every unit produced. If that means spending 
a great deal of money on quality control in the laboratories, if it 
means spending a great deal of time, effort, and money on the most minute 
inspection, I submit it is worth it. Management's responsibility to the 
customer is to make sure of absolute product uniformity. If there are 
three:million units turned out in the course of a year, the two millionth ' 
should be identical in every resgect in quality to the customer who buys , 
it as Unit NO. 4 or Unit ~o. 3,000,000. There should be no !eviation 
or noticeable difference to the customer, and in fairness to the customer 
the brand name on a product should .assure uniformity so that one unit is 
exactly ~s good as another. 

Responsibility is another obligation of manigement to the customer~ 
Responsibility implies that the management agrees to back up what it, hes 
said in its advertising:; what it has said on its label~ what it has said 
about its product which has induced the customer to buy it. If that 
responsibility does :not exist, then I think management has failed in a 
most important moral obligation to the people who buy its goods. ~Jherever 
management will no% assumethe responsibility for backingup what it 
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sells, for assuring the people who buy its products that to~do-so is an 
assurance on their part thatthey will guarantee itsvalue as advertised, 
then an ethical value has come into the question of relations between 
management and customers. This can be of the most serious consequence. 

~~hat keeps it from happening now? ~hat keeps the f].y-by-night from 
doing just that and taking an inordinate profit as a result?' Well~.the 
principal thing is competition. So long as any producer of a product 
knows he will be caught in the long run and his profits ;curbed;because 
a competitor, sensing he is falling down on relations with his cusLomers, 
will take advantage of that situation and step in to offer his produ6t 
to the customers instead, we almost automatically have a brake on all 
these excesses which management might be tempted to do. .- i 

You and I may well say here, "Ther~ shouldn't have to be brakes/ 
There shouldn't have to be economic Curbs. There should be a desire:on 
the part of all management executives simply todo good~ always." True, 
it is desirable; but let us not delude ourselves for one moment-that it 
is very practical. The desire for the dollar is so all-pervad±ng-te 
many enterprisers that in the long run it is the economic cu~bs;which 
will tend to bring our ethical values into line much more effectively 
than any other curb we can devise. 

I think that a strong competitive system is essential to the pro- 
tection of the customerj-to the protection of fair value, and the pro- 
tection of mana~ement's responsibility to the customer. I hope it will 
always be maintained. I see nothing wrong with it. .I think/in the 
long run it is more effective as a protector af the customers' i~nt~erest 
than any kind-of singularized, centralized control of an industry~ = 

Now let us look at the final link in the chain. What is tihe moral 
or ethical obligation of management to the community? V~nat is the 
interest of a business in~ the people who really are not directly involved 
in the business' operations~ Here is a company which manufactures razor 
blades, let us say. Does that company's responsibility or obligation, 
ethically speaking, to the community in which it is located, begin ~and 
end with the men .who use razor blades? Does the responsibility Ofa 
company which manufactures women's cosmetics begin and end ~ith its 
obligation to the customers who use cosmetics" and have no regard What- 
soever for .you and me because: we do not use" face creams, powders, or 
perfumes. ~ I do r~ot think sO. i 

I think there is a subtle change which is taking place. Businesses 
are beginning to realize if they operate in a communit~ they ow:esome 
kind of responsibility to all the People Of that community. The community 
may be quite a small village, or a large city~ or it may be a- ./statG. 
In our case, for example, ~e ~iave determined- at ~icCormick and Company 
that every member of our senior board of directors shall consider himself 
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so versed inthe business that he is expected to take time for outside 
activity in,addition to his daily job. He is expected to delegate a 
part off.his:task to a member of the junior board, or factory board, or 
sales board ~to do the leg work under him, : so he will be free to serve 
as president of his luncheon group, or free to serve some public service 
a~tivity, s~eh as the Community Chest or the American Red Cross, or a 
government ~activity. Vve not only encourage it, we expect it. ~e censure 
that member of our board of directors who for some reason or other fails 
to carry: out what we consider an obl~igation to the community. 

In:my case, I was chosen as the gu/.nea pig tO take it one step further-- 
to run for public office, as a City Councilman in the City o~" Baltimore, 
the reasoning being it is good for people to step out of business and 
get into civic activity. Isn't it a good thing for business to stop 
griping:too much about government and get its good people into government 

to try to dO something about it? 

The.experiment has been notably successful. I think it has extended 
to other bmsinesses as well. I think it will extend still further. If 
businessmen; generally will accept that feeling of responsibility to the 
to the'community, of public service, you and I will see more good people 
in office, more good people in civic affairs, 

And so, gentlemen, we have looked at the moral and ethical responsi- 
bilities of management. ~e have looked at the responsibility of manage~ 
ment and:its obligations, ethically and morally, to ownership, which 
is to make a profit; to em@loyees (or workers) to provide fair pay, 
security, Opportunity, recognition, and participation; to customers to 
provide fair value, responsibility, and uniformity; to the community to 
provide public service and unselfish interest; and, above all, the ethical 
responsibility of any management to serve ~the United States first and 
foremost. . .  

Thank you. 

QL~STIO~: There is no doubt your company has been most outstandingly 
successful in the utilization of this new concept. I wonden, sir, if:you 
would tell us why it is that the steel companies, the automobile manu- 
facturers, :and so on, who are ever on the alert for new ideas, have not 
adopted:this concept of yours? 

MR. REID: Well, I would not quite go so far as to say that they have 
not. I actually believe they are on the way. That was one of the most 
encouzaging~things we could see during 19&9. Let us look, for examo!e, 
at the oontracts:that were made by the steel companies last year with 
the CIO Steelworkers, and with the UAV~(CIO) and a motor company. Those 
were definite steps inthis trend we are talking about this morning. 
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Now, I'ii grant that union pressure had to be brought .to bear. ....... 
That is regrettable, to my mind. I amsorry management, did .no t::~.-seiz'e 
the initiative more then it did. But I'll grant this, onc.e~the bargaining. 
talks proceeded to the point where it became evident that the nnion: would. 
be insistent on its points, I do give them credit for accepting an .entir,ely 
new concept of responsibility to the workers. 

I think the pension plans which have been written are exce:llent...fere~ 
runners of a new kind of mana~ement thinking about trusteeship for 'emp, Zey-ees. 
As I said, they go beyond the idea of, "Let's just pay a fair hourly rate 
and let it go at that." They actually sa~/, "We owe something:.to t.he,s.e 
people who work for u.s." 

So, you see, that is quite a step. They are makingsome.:progresso 
I believe, however, you will see a little slower• de veIopment in,.the ..... 
trend in some of the other corporations than you would, for example, in 
a company like ours. One of our great advantages, I might point out, 
is that we are so flexible. ~e sit down in our board of.directors..•~-~ 
meetings, toss out some problems such as. those which I have idescribed 
today, decide we will proceed in such and such away, then.. ~o : ahead., and 
do it. ..:.. ...... . 

I am very much encouraged by what I have seen in one motor company, 
for instance, in recent Fears in its efforts to. attempt to stahi:lize- 
employment during change-ever periods before model changes .... The a:ut:o- 
mobile industry has been a great hiring-and •firing industry. Now, how- 
ever, the managers are beginning to say j-"We just realize we.. may.have 
some responsibility to see that these people are kept on ,the jobs .~hile . 
we go about the job of drafting designs and plans for new models, and 
drawing up and making dies to produce them." One particular :r~o$or company 
has taken leadership in trying to minimize the effect of model ,.ahange 
on layoff. They have worked out systems wherebfz employment has been 
stabilized much more than it was in the past . . . .  . 

All those good portents. I do think they are on the way, .... l.only 
hope we will see more of that sort of thing. .. 

COI,/iV~NT: I think it can be argued successfully that accepted 
personal responsibility is a character builder. I think most...of us.. 
have had a chance to observe in the old home town the comparison between 
the one working man who was a solid member of the community and the 
other who was an. irresponsible spendthrift--contributing .nothing tp:. the 
c ommunity. 

I am ~vond@ring if an acceptance of trusteeship on the part of ..... i 
management would not in many cases be destructive of the charae.te.r<o:r: 
moral fiber of the individual--and later on the community~and if the 
ideal isn't a cooperative trusteeship between management and the worker 
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himselfinwhich there is a strong incentive for him to participate in 
this tr~s~tee~hip, in which event management at least orotects him against 
c~t~st.rophi~ results, even of his own bad judgment and particularly things 
beyond his ~ ~control. 

~%R. REID: You are so right. You have touched on a very sore spotj 
and one that has me worried a great deal. I talk to literally hundreds 
of people, who come to us for jobs, principally in theexecutive, junior 
executive or sales groupsso far as myown interviewin~ of them is con- 
cerned, ~and I have noticed a disturbing trend in recent years, intalking 
with ~hose people j which gives me the impression that the current crop 
of jobseekers is more interested in security than anything else. They 
want robe taken care of from the cradle to the grave. They want some- 
body ~alssure~t~em, "and if I go to work for you, you111 look after me 
from now~n; I:won,t have to wor~ about the future." 

I dono$ likathat. I sense you:do not, either. I do not like 
the complete~dePendence of an individual on either the Government or his 
employer~o~look after him. I would agree with you fmllythat the 
approach[to:be desired would be one of cooperation and cne of acceptance 
of trusteeship on the part of the employer and the employee so that we 
never reach the stage of seeing employers becoming paternalistic. Ther~ 
is nothin~I ~deploze more than a~Paternalistic management; one which 
hands out largess on a silver platter. That is one of the worst things 
I can thimk oT. In our own case, we find that terribly difficult. 

I am;required by our board of directors, as the person responsible 
for our~dealings with people, to submit productivity and earnings 
charts regularly so that I can prove, not just by my own opinion but 

a by facts and fignres, ~h t everything w~ do for our employees comes 
back to us in the form of ~reater interests higher morale, and consequently 
in reducedwaste and higher productivity. So far, those lines have never 
met in our company. In spite of the fact that we have given wage in- 
creases--the one we gave to our employees in ~iarch was the sixth one 
since ~!J-day--put in pension plans, and many other very expensive profit- 
sharing arrangements, the productivity line has always stayed right 
along with the earnings line. They are still a~out the same distance 
apart on my charts as they were when we started. Sooner or later it 
will reach a~point where the employees will no longer proportionately 
produce in~ret~n in appreciation for these things that are being done; 
we will hit that point of diminisnin~ retUrnswhich the economists all 
talk about, where productivity will ~turn down while earnings continue to 
go up. It is near that point we will take ~ttrther positive steps to 
see that it does ~t ~ happ~en~ We can only hope that every management 
will apply ~ the ~ Same realistic precautions to their ideas of this grea+. 
responsibi~lity ~ to employees. 

13 

[ . ~ L.,~ ..... L~ 



I am saying this only to indicate that I think you are entirely 
right~ one of the worst things that could happen to us would be for the 
individual fiber to break down and for there to ~e complete dependence 
on some on, foyer or for the Government to look after us. I hope it 
never happens. 

• i 

COMMENT: It would:seem;to me that this assu~nption by management 
of security for the employee indefinitely would ultimately l~ad to a 
very high degree of government control, if not ownership of industry. 

~y reasoning is that a large number of businesses ~ "~ ~al~ every year. 
They are not in a position then to carry out that responsibility, If 
they have been making investments each year in a trust fund of some kind, 
that has to be invested somewhere. Of course, they might fail. The 
revenue might lose a lot of its value through inflation or in other;wayso 
In aach of these cases there would be pressure brought to bear for the 
Government to underwrite:it in some way. In doing so, the Government 
naturally wants to have something to say about the handling of a business 
so that the Governmen~ would not fail. So, you see, there is an inevitable 
chain of events. 

IviR. R~ID: You made a vicious circle that sounds very unpleasant, 
indeed. It conld happen. 

I would say, first of all, that you have touched on a very con~ 
troversial problem with businessmen today. Nanagement executives are 
confused on this subject: Now, look~ what have we got hold of? Have 
we got a bear by the tail we wish we could let go of? 

It is a real problem. I think that many of them are finding 
themselves ina position of paradox at the moment. They have said, in 
effect, in letting their pension Plan contracts, "We accept responsibility 
as the employer to see that our employees are protected in their old 
age." By tying them to Federal social security benefits so that their 
company payments become smaller as F~deral payments increase they have 
put themselves on record as endorsing the3v~ry thing that businessmen 
have said for:years and years they did not like. 

So, they are in the conflictingposition of' economically seeking 
something they have philosophically always opposed. I do not knew 
just exactly how it is going to be finally resolved. I frankly do 

think we are going to see a lot of them try to scramble back from thBt 
position. I think the discussions which will take place on the Hill 
this spring with reference to the extension of social security benefits 
are goingto find a lot of businessmen very confused when they attempt 
to put their discussion on record as to exactly what they believe in 
and what they want. It is only the start of quite a problem inthat 
direction. 
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However, generally speaking, I will. state only my personaZ belief 
and the belief of our company; to do otherwise would b~ an atte~gt to 
speak for all business, when I cannot possibl~ do so. Personally~ I 
believe this: That the @eogle have decided they want certain w~lfare 
benefits and certain security rights. The people are so ~owerful that 
they will secure those benefits, if they want them badly enough--and 
I think the~do want them badlyenough--eventually from somebody, either 
from government or from employers. Therefore, we are faced with a 
tendency in the United States toward a welfare state, which is already 
evidenced in many other nations of the world, where the people have ~one 
through thesame cycle of saying, "We want certain things. ~e will vote 
in the government that aromises to give them to us." 

i~yoentention is that business and management would be Well advised 
to sense this feeling On the part of the people~ to sense this idea that 
is in~themindsof many, many human beings that they want these thinss 
and want%hem badly enough to say they will get them ~ventually somehow. 
TherefOre, sensing t~em, managementwould be well advised to meet those 
demands as much as it possibly can while still making a profit. 

Now,' your point about businesses failing, I think, is answered by 
my first premise, that the first obligation of management is to make a 
profit. If it does all these other good thingswe are~talking abo~ and 
fails to make a profit, it has failed in everything~ I don't care how 
good theyare, or how highly:spiritual they are. If they fail to make 
a profit, t~y:~fai!miserab~y in everything. 

In other words, it is possible, as I see it, if enough employers 
accept this conce@t, to forestall the coming of the welfare State in 
America by replacing it with w~lfare capitalism; developing the idea 
of capitalism, the idea that-people want certain things and they are 
going to get them from somebody, anT~¢ay, so why shouldn't management 
do it and get the credit for it. 

That is:my own personal thesis. It is our comosny's thesis° 
is practical, I'll grant you,.only if enough man@genient executives 
adopt it to make it an aggregate solution to a problem. 

It 

QUESTIOI~: Sir, wouldn't your ethical Plans enjoy a more widespread 
application if the labor unions and labor union leaders were made re~ 
sponsible and restrained to the same degree private enterprise and 
management are? 

l~iR. REID: ' I think so. I testified recently before the Senate 
Judiciary Oommittee on the proposed Eobertson Bill which would apply 
the antitrust provisions to labor unions in the Same sense it aloplies 
them to business corporations, iy statement on that occasion was much 
to the effect of the one you have just made, that I bolieve the Same 
curbs should be a)plied to monopolistic labor union practices as have 
been applied to monopolistic business practices. 
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u.:.~ ,..~.~,.=~., T'hen management signs a con-bract with a un.,.o.., do~3s ~ha,~ 
mean mana~emen£'s rights are lessoning? 

}~, RE~rD: ~,.,:.re have pet ~: n~ aseoo in ot~ ~abor_ negotiations ,.~n~ ~ " as 
management prerogative clauses, You are .right' They are dwindling av,ra~-,~ 

They started out big, but they are n~ getting a little smaller. 

I d o  not know if there i5 much -that can. be-done about it~ Un- 
fortunately,, whether managementn~u~ it or the . ....... s not, whole question of 
relationships with ~.~niens always puts management in a defensive position. 
V.Te are not the a~gressors in col!ect~c~e '~a~za~nt~-~ we are the defenders 
The ~nion backs us into a corner and we g~t o u t  as best we can. 

. . . . .  ~ .~, but I do not kn~"~ much that N o w ,  that i s  too bad. I d o  :not ~ ~ '~ 
we can do about it because contracts are traditionally ~,mitten that the 
unions present their demands first; after that, management submits its 
counterproposals. ]To begin negotiating from'that point. So, auto- 

~s ~ut on the matically with the press and with the public, management ~ ....... 
defensive from the time that' the union's demands are first ~resented 
because all the contracts say, ~Ve cannot do this because * * -~-." 

However, I ~nmnk the best orotection in the sort of thing you are 
talcing about is for someone at the bargaining table to be ever so 
conscious of protecting management's prerogatives that he fights to 
the last ditch for them; He might even sacrifice something of a financial 
nature, where necessary, in order to win on the premise of retaining 
management's orerogatives. 

I think t h e  point you make ms one that ought to o e  blazened before 
every management group before it heads for the ~az~<~a_nmn~,~" " ~ ..... ,~ao.Le ". 
'~',[anagement Prerogatives--Protect Them for Yotu ~ ~m Good and for the 
Good of the V:~ole Nation in the Years to Come I" 

COLONEL I , (cUENZ_~,7~:  i~. Reid, you told us !~hat the prgmar~7 re- 
sponsibility of management--and nerhaos we ought to put you out on the 
road selling the idea to labor--is to the country as a vrhoie rather 
than a particular small group for the oarticu!ar advantages they are 
likely to gain .~ any one current year. 

Vfould ~Tou comment On that, please? 

l~. REID: I certainly agree with you. Triton i say that a manage- 
" r , : ~  F~ ~-4 "~- -" ' "  r . . men~ man owes his first _ ~op~n .... b_l!~ to the United States of .~merica 

as a nation, I imply that ov'e~ individual of the United States ~ves 
the same obligation. That ~muld include eve~j'workcr, ~nion or ~non- 
union. It would also include eye,iT tmion leader. As union leaders 
achieve increasing importance and greater influence--as they corta'_n3y " " 

~ .... _:, " " ~-~ - the '_@ t c ,  will--! think the question you raise of b = ' v ~ a o "  to c - ~ u c , . . . u a  as 
their responsibility and obligation to the Kation as a whole is increasingly 
important. 
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~+~' " ~'" " " " has to d~ Iguoss, w i t h  the re CO~:..~ u.h~-.~ J',~y que stlon, ~. Reid, 
sponsibility of managcment, to the- co~)~nuni.tyj more specifica!!y~ the 
responsibility of management to.th e, English language~ more or loss 
in conne~clion with advertising--not so.much the lionesty of advertising. 
But. • v~s,' just ~rondoring if you v:ou!d ..... ~ e , - comment on the za.t that perhaps 
the use of. superlatives ,and. s,logans..has so diluted and dulled our 
language that it is no longer, a good medium or vehicle for the trans- 
ferr.ing of ideas to the general public that it used to be. 

~:.:~RE~D~ I would agree t0 .this, certainly: D>..at is called for 
is more cleverness and more ingenuity in advertisingj more n ev~ develop- 
ments~ more~,adaptations of ideas of advertising to new thinking and 
new processes, Sooner or later, tmless we achieve it, we will reach 
a p0int::where ~'~e have s.impl~ shouted the ultimate ~mtil there is no 
ultimate, above::it. For example, we have, said we are so good and such 
an outstanding compan~ that- there isn't] any more we can say. " 

The copy ~<Titers in the next ten years are going to be hard put 
to think:up some other superlatives. ' Holl~zood 'used to advertise 
something-as being Stupendous. N~7, "stupendOus" is just average9 
"terrific" and '!colossal" are now slightly above it. 

Ingenuity and cleverness~ I think, ~Jzould supply the on]cr an~:er 
to the problem. I think we are well auare of the question. We-~. have 
come toJthe~ point where we rather ridicule our o~m advertising agency 
and our eve advertising department ~vhen they come up to us time after 
time -~rith ideas ~.~hich obviously are just shoutings of superlatives. 
V.,e have sent them'back to their drafting tables and.their typevmiters 
with instructiens~ "Can't you get something uith a little different 
~'~ist to it? Try to find something ingenious and •clever instead of 
simply repeating 'uhat has been said before ." I don't ~'no~.v. },iaybe 
i t  v ' "  - " o ,Iii ~or.~ mayb~ it uon it. 

118 [9 

~<~U~ST~O~., We have also heard fr6m this platform that when manage- 
ment sits dove at the conference table with labor unions the battle is 
already ]io st~ that it is just a auestion as to h~v much management has 
to give t~p go the unions because of the strength which the ~duions have 
built up for:themselves tltrough vrhat they have gotten Tot labor. 

I;~. RE_TjO: In the first place, I do not acccpt the thc~is .at all 
that management is put complete!~ on the defensive because of the unionts 
power. I just cannot belicve that this is true. Any management ~Jhich 
yieldS complete]~ is doing a disservice not onl7 to its m~aq immediate 
business but to other businesses as troll. 

I think Ways and means can be foundto keep management and v~ion 
leaders in contact ~rith each other during the course of the year o i ~ y  

principal recon~mendation along the line of yo~ aucstion uould, bc that 
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management-labor relationships should be on a closer day-by-day basis 
instead of a year-by-year bargaining-table basis. Today ~,~e 'oCton make 
the mistake of being two-armed camps within the four T~a]..!s of a busincss~ 
coming together in mortal conflict once a year at the bargaining table. 
~£e have not tried to understand each 0thor or tried to cooperate, w~ith 
each other during all the tima that r~aS in betrmen. 

I think it is entirely possible for management~ if it works at it, 
to get to kno~v its tmion and its Imion ].eaders. If they will heep in 
sufficiently close contact dimming the year r many of the problems :,'ill 
be virtually solved and an understanding ~vi].l.-~e reached whenever they 
sit dovm at the table to talk about contracts. ! think that actually 
happens in literally h~ndreds of businesses throughout.the United States 
all the time~ The trouble is that those are the ~ublic.ized incidents- 
of good labor-management relations. The ones that are exolosive~ the 
ones that are bad~ the ones that are once-a-year commences are %he one-s 
about v&ich you read headlines. 

,'~ T~, .."n T qDFS~10h: I got part of my anmver in yo!ur last statement, ~D. Reid; 
hov:ever, T would like to carry it f~t.~er, if ,~v into the field of 
the ~ -, ~_azge~ corporations. 

It has been said many t~nes that direct collective bargainLng does 
not occur; that the "bait!e" v~hich takes olace is a political one betv~een 
unions and management--those who control 'the job and those who control 
the people ~rho do the job. 

~!R. REID: Vfell, first of all, ! think you have touched on a very 
real problem. As ~nions g.r~,v in size, as unicnleaders increase.in 
no~ver and influence, as businesses gr~v in size, and as the size of the 
bargaining'unit grovrs, v$.ere we go into area-vride and industr~wide 
bargaining~ the factors discussed at the bargaining table become.more 
and more political~ they become more ouestions of influence and prestige 
than factors of relationship to workers. 

W e  have a plant in San Francisco employing several h,,indred people; 
conditions there are ver~7 much lil<e a cork tossing on the ocean. There 
isn't a thing -v~e can do about :i.t e:,:ceot Sit dovm. and take our dose. 
But all the conferences that are going on in that ~l~isdictional struggle 
have nothing whatsoever to do vith o~,~r employees or their v~e]Zare~ or 
their benefits. That, to me~ is most unfortunate. ! re~ret it con- 
siderably. 

_,T think the recent coal discussions definite~i indicated ~n~-~+~"~-[_~,,,~_,~._~ 
of that sort. I believe you will see the struggle in the Chrysler and 
the forthcoming General ]:!otors negotiation influencod to a tremendous 
e x t e n t  b y  t h e  desire__ o f  t h e  U~:f (CIO) ~ r P ~  ~_.~_~.o t o  .c.,-et a s  much f o r  ~-,~-',.~,.._r 
workers as John L. Levris got ¢o~ the coal workers. So it beeches a 
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political battle anQ a prestige battle instead of an honest one based 
on the: principle of collective bargaining. That is to'o bad. 

In San ~ancisco ~,ve have voluutarily put in for o~r rrorkcrs a 
pension plan and a profit-sharing arrangement. !~'e told the union before 
vte did it that vre ~ere going to do it. T.re told the employers' association 
~'zith v~hich r ze ~,~ork that ",-ze rtore going to do it. But the important thing 
is that ure did not ~',,ait for their demands to forco'us to do it, 0~ 
employees n~:," kn~'r rzhere it c~e from. Eventually, r;e vtould have done 

the zm.tmao,.ve, and rse have done it early, it, any r.~ay. 7re have taken ....... 
~'~ith the complete advice :and 1~ov~!edgc of both the ~nion and the emoloyors' 
association. 

One solution is to keep the bargaining: t~qit small.. I certainly hope 
v,~hatevor legislation is required to keep indust~r-T,'idc and area-Tilde 
bargaining to a mini~n will be passed by C o n g r e s s . .  

Our solution to the problem rzhich YOU have brought uo is to keep 
the bargaining unit small and flexible. 

QUESTION: The small businessman in this ~om~trtT, trying to get 
stamtod, cannot go ve~j far if he does not have some oompetitive advantage, 
like copyrigl~ts or patents, or some monooolistic advantage r~ith v.'hich he 
can compete ~rith large business. ~ 

IVould you. give me your opinion as to v~hethor it is oossib!e in i ;~" 
countz"j for a small bus~nossme_n to get started ~Tithout the benefit of 
these advantag3s, and, at the ss~.,e time, be able to adopt these ethical 

Standards ? 

iLR. REID: ! definitely think so. I think I would be thr~,'in~ cold 
r¢ator on a lot of businessmen if I said that it is not possible for a 
small busJmessman to be ethical stud at the s~e time orofitable, because 
over a period of t~,~o it does tend to pay. 

! think the best example I can give you is one that I recall ",.vhen 
I-taught a:c!ass in business management, in Baltimore. ! had been 
discussing business ethics in class one '~ ~ aa~ and happened to raise a 
point. (This may be an old stor57 to some of you, but it ~zas nevr to 
me at the time.) ! asked if ani~one in class had an example to give 
from his m'm experience, l lost of them ",zero Gl's rtho had gone into some 

" ~ T  " " ~ "  P, form of business through their ~ loan. One fe]l~/r ~Tho had an elecb .... al 
appliance store told this sto~g. 

A man came into the store, bought a radio set~ and gave h~ 9. 
hundred dollar bill to pa~.~ for it. After the man had lefT.,, he looked 
at the bill and roa!ized he had boon given two one hundred dollar bills 
stuck together instead of just one. I told him I thought he had ~ivon 
a pretty good example of ~vhat r~e had been discuss~ng in class. Then he 
said, "Yes; it.'s a real problem: Should I toll my partner, or shouldn% 

I?" 
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I kind of followed his career, with a littIe interest after t,::=t. 
! drooced by his place ~nd noticed a "For Rent" sign in the vnlndow not 
too long afte~ards. I cannot help bat believe that the small business- 
man who thin].-s he is ou-bsmarting his competitors by sharp dealings and. 
unfairness to customers in the long run ousmarts nobody but hJ~!~se!f. 

!t is not so much a question of whether he is ethical or ~hether 
he is not ethical as it is a question of his management ability and hi s 
efficiency as to whether he succeeds or fails. I believe that %he man 
who chooses to be ~,methica]. and at the same time has sufficient ~.~ 
hess and efficiency and management ability to continue to stay in business 
~;"~il! find that his lack of ethics will catch up vd.th b.Jm over a'period 
of thne. BuZ he may forestall the evil day for literally years because 

of his ov~., ability. 

On the other hand, ! a m  ouite sure that'a man v.rith equal abJ.!i%~r 
and equal efficiency, operating his business, .competing with others~ by 
ethical methods ~;ri!! win con~u~ity respect and customer respect which 
over a period of years will bring hin greater success than his sharp- 
dealing competitor. That, we have to believe in. If we cannot acceot 
~na~, then the whole moral core of United States business ooera,~,ion is 
in very sad jeopardy. 

COI~'~L XcKENZIE.': !~. Reid, I am thoroughly convinc@d we were 
correct in selecting this subject for our discussion this morning, ! 
~m ready to pass on yo~ nomination for professor of the chair of manage- 
ment ethics in the Industrial College of the Az~ed Forces. 

Thank you very much. 
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