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ETHICS IN ~.~AG~E~ 

6 October !950 

COLOneL BARRES: Gentlomen~ ~ yotr Ch-iontation course in Ck~gani - 
zation and ~;ianagement you studied h'iefl~,~ the fundamont~l principles and 
concepts of business and governmonfo administration. You have doubtless 
asked yourself those questions- How does a progressive business co~-~ccrn 
today apply those ~'inciples? %~2hat arb the concepts and" policies of 
management as rogsrds its relations to employees, owner,s, custom~rs, and 
con~mnity? Is there such a thing s.s eta;los in man~gemcnt? 

Our lecturer this morning is ~rticuisrly qualified to bring you 
the answers to those qucstions. Hc h.~.s an outstanding record of ~uro- 
grcssive lcadorshi,o in the hmuan relationship side of ~.~anagcr~cnt. He 
has participalcd in ~.ny national and international conferences ~-~here 
management-labor policies have boon debated. Hc also served as the first 
chairnmn of our c~'~n Dep~tncnt of Dcfcnsc Pcrsonnel Policy Boc~d~ ~:;ith 
such conspicuous success that hc w~.s ~wo~ded the n~.t~on~._, ~ ~ ~ ![cds~l for 
Exceptional Civilian Scrvicc. Still other distinguish0d achievements are 
listed in his biographical sketch, ~:~hich has boon f~nishcd you. 

In fact~ it is difficult to see'where ]~%~° Reid finds time, with 
all those oxtrac~u'ricular activities, to function in his main job--Vice- 
President, in che~gc of I{m~an ~{el~..tions s.~~d facmber of tlic Senior Bosrd 
of Directors, of l[cCormick and Company, 7~c., B~.ltimore. 

It is a great pleo.S~mo to ~~elcomo bs.ck to o~- college platform, 
I.~. Thomas I~. Reid. Nr. Reid. 

},~. REID: Thank you, Colonel. Good morning, gent!omen. 

This is a return visit for me, and a very pleasant one. I have 
looked for~-Ja1~d to it bccausa i have discoworcd sovcro~ things about 
this g~oup. There ~rc personnel changes, the faces c~'c different, but 
the atmosphere tho.t exists ~.nd the fooling a speaker h.~'.s as he stc~nds 
on this rostrum ea-c al~;ays the same. 

For one thing, I like the fact that you denT% have to be ontorts.incd. 
This is your job, this is pc~-t of your assignment, you o~e o-- -~ ,o ~r_ouo students 
of manago~ont~ and ~:e don't he.re to bother to toll you jokes ~:nd keep you 
amused in the course of dissemins.ting the sugar-c0atod pill of education. 

_i~ .... the f~ct that all of you have had experience and o~e 
thoroughly qual~fiOd not only to ~asp and undcrst~nd ~h~tever one may 
have to sexy to you, but also to r~.iso wory pertin~nt o.nd very pointed 
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questions, I don't hesitate tO tell you that~ from the questions that 
came up after the presentation, I lesl~ned more than i taught in this room~ 
I fully hope that ~.~e will have the" same experience today. If you "~'~.tl! 
preps~-e your questions as ~;e speak~ [ ~;Jould like to devote the major 
part of the discussion to questions and ansr~ers rather than a presenta- 

tion. 

~5re are talking about "Ethics in l[anagemen%" today. ! cannot held 
but believe that there are all too many peop!e~ perhaps including some 
of you~ ~;Jho look a little skeotica!ly at the subject of ethics in 
management and raise an eyebrow~ because the general impression scorns 
to be that management just is not very ethical so long as it has to be 

l" ~ money to be 
concerned about making a p~ofit. If it r~kos a _mtole more 

ohe~ is a common iml~ession abroad 
a little less ethical~ I am afraid ~ 
in the land that management %~1ou!d not hesitate to abandon a ~e~ scruples 

in order to make a for; extra dollars~ 

i dealt say that this is neoessarily untrue. Unfortunateiy,there 
ere ,managei~ents and managements~" just as there ~A-o "men and men~" and 
not all are honest, not all~me broad mindDd~ and not all are completely 

spoa~ng~ it is the _~nten of 
o~hical. I do believe that, gcnorally "" 
management to operate in an ethical manner. I do believe that it is the 
intent of most manager~ents to serve those it must serve as capably as it 

possibly can. 

Is that goodnOss for goodness ~ sake? psa~tiaily so--because many 
men still ere good~ noneS o, and kind. But it is goodness for another 
reason--strangely onough~ we have discovered ever the yeses that good- 
ness generally pays off. ~Te have found that, sooner or lator,~ ~management 

r~hich tries to abandon its ethics and gets av:ay witi~ it is c~g~o up 
; s the success or fai!Lu°o of any 

in the public opinion that determ.~.ne 
entcrpriso~ and it subsequently suffers° !7o have Io~ucd, also~ that 
the managomOnt~ r~hich boom's its ethics in mind, plans its opcrati6ns 
accordingiy~ and determines its policies accordingly~ generally ~inds up 
~ith that intangible factor of public good rJi!! or public favor ~hich 
enhances its business vo!~uo, creates nc~: customers, keeps old customors~ 

and leads to gr~t~ profits as a result. 

l~ethcr ~Jo arc good for goodness : sake or r:hether v~e arc good 
for the practical reason of making more money seems to mo to be relatively 
i~natorial. The point is that, if ~ ~ ' o  can find a r~ay to mtko all nanago- 
monte as otn_cal as most managements arc, r:e r~ill have done a g~oat serv- 

ice for the ~ n ~ ~eop~ of tlne United States. 

i bolievo~ f~ost of all~ that one of our difficulties in management 
• " ~ t and is not so much l~,~Lmng the mnuon to be ethical as it is to find r;ays 

~~o should do~ 
" a means to be etnmo i. In order to grasp our ~ob!em of v~.hat 

2 
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we must do some broad-scale thinking that some managers are just not 
equipped to do. If they could go to school as you do, if they could 
study some of these things--#~f only they kne~ how to proceed--I think 
they would honestly like to do something about it. 

Here are a f~ suggestions. They are not mine necessarily. I Iot 
all of them are original. They have been cribbed from endless conferences 
~ith businessmen ti~oughout the United States, from readings and conver- 
sations, so that i think they represent a fairly good cross section 
of msnagement opinion. 

If, then, we can assume a t  the outset that management genuinely 
:~,ould like to be ethical~~,C~ether it be for reasons of goodness o~. ~ 
reasons of g%-eater profi-'0, hm~ r;ould a management proceed to become an 
ethical business? ! ~:~ould thin]~¢ that the first thing it should do 
~;ould be to analyze its problem. Ethical to r;hom? That is the n~ber- 
one question a management should ask itself. Aud in order to ans-:~er 
that, ~,;e have to look at all the aspects of business operatious. 

I like to set them d~vn in a clmin. Let us call it t h e  "chain 
of business reaction." The chain has five links in i'b. "i'ho old ms~im 
that a chain is only as strong as its 7~eakest link has never boon more 
true than it is in the case of this chain of business reaction. 

Let us put do~:m as the first link in the chain, "o-:mcrship." That 
may be an individual predictor ~ho coons a little g~ocery store on the 
corner with his own money. It may be a giant corporation that sells 
stock and uses the money of many thousands of ooople to open its enterprise 
":;ith a capital backing. Or it ms~ be a group of people who have banded 
together in a po~tnership and have pooled their funds to provide capital 
for an enterprise. 

With this lq-amo:;ork before us, ~e see tl~zt ownership may take one 
of several forms~ but the first point of any business is o-;:i3orship. 
There is no business muder a free economy until there is an entrepreneur, 
an enterpriser; until someone i.s-~-~i!ling to .~:'isk his money and time on 
an idea for a business enterprise. 

~.~any times theentropreneui ~, or outorpriser, or o~;nor, of a business 
is also the manager. In some instances, in the very smallest of b.usinessos~ 
he may also be "all the employees" as ~vo!l. In other inst~nces, as 
businesses require more complicated processes, it is customs~y for mJner- 
ship to hire ~;hat it calls "mc~agemont." 

"~lunagoment~" then~ becomes the second link in our ohai~ of 
business reaction. It joins into the link of o~;nership, because the 
two are very closely related. And management becomes the operating~ 
activ% policy-making head of the business enterprise. '/anagem0nt may 
include many people. In the cases of groat corporations~ it could 
include thousa~ds and thousands of people. 

3 
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The next !ink attached to management is "employees~" or 'kvorkers." 
~[anagement cannot do all the j.obs itself. Neither ...ean ownership. As- 
the business gro~;s and developsj it is necessary thaipeople be 
employed and paid v;ages to do the tasks of the"business. 

~Te have now a chain of three links: ownership, management~ and 
employees. T!~at is the con~on concept of ~ what business, is. ~fithin the 
last decade many of us in business have discovered that this is not a 
complete .chain. i.~ny of us have come to the realization that thence is 
no such thing in modern times and in modern business oractide as .con- 
sidering a business successful if it goes no further thin those tb1~ee 

links in the chain. 

You ~;,ill notice that, so far, everything is inside. O:mership, 
management, er;~ployees--all are de~Inlte'_y a pantof the:inside opera- 
tions of the enterprise. No business lives in a vacuume ~Te :cannot iso- 
late ourselves in the busineSS community any more tlmnti~e United States, 
or any other nation, can isolate itso~? in the modern v~o~ld, ~v~ith 
cor~unication and transportation systems as near~j pcr£eot as they are. 
Since no business therefore can live in a vacuum, it lives c~_onmn a 
framevJork of other environments.' 

m '. ":'" "" 

So I would add to that chain of business roacti0n, a fourth link~ 
which we ~;~ould call "customers." These are people o~tside the bus±heSS, 

t,ll¢.~ u V;~O They buy the oroducts o~" thc services ' ~ supply. They are vit.al to 
the business because ~..~.ohout their patronage there iS no w'ago"for the 
cmploycc,-there is no salary for managcr~cn0~ there is no profit for 
o~vnership.. Cust0mcrs me ~ pretty imnor tant, ..... 

~[any 5usinesscs ~:;ould, again~ stop there and-~say~ ,'That's the 
chain, l~at morc can thcrc be?" I u, ould add a fifth link to thc chain 
of business re,teflon and call it "community," because customers:are psrt 
of a cor;~un.ity~ employees ~'c psrt era community, managcncnt is part 
of a community, and ormorship~ ~vlhcthcr it be psz~%~of tlmt c0~.~unity or 
in soho othcr arca, at icast has a kind of rcsponsibility to the community 

in r~hich its cntcrprise is located~ . . . .  :: ; ~ " .... : 

~h~t comple,~cs, in nV opinion, tl~c ~liain of business rcaction,i 
except for one very notable omission, r~hich you probably slrcady h~c~ve 
noticed, i: [%urp0scly left it outside the chain because I I th~uk it is " 
so :~aportant" that it is much more-bhan just onc iinb. ~. The, t, of course, 

is government. " ' ' ' ' " ' :  

B u s i n e s s  i s  s u r r o u n d e d  b y  g o v e r n m e n t %  , , , v u r y t n . ~ _ n g  m s .  s u r r . o u n d o a  

by government._ That is not necessarily bad. ~Tithout it ~.~o <~ould have 
• ' " o;¢cr~thmng. ~n . . . . .  t ~ c  _ people runningriot, ?/ithout it u~c r~ou!d h.avc" "-- " ~ ~ "d~slike 

to so-e, An excess of" it makes us very unhappy, ~--~ . " " ,~ if-t~o i.took away the 

minimum pr~btoc.tion of government, ~Jo ~uou!d ,be .not only..unhappy.but 

literally destroyod. ' " • ' "  ! '  " '  

• . • . .  
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So government becomes much more than a link in the chain of business 
reaction, i would out it entirely s~ound the chain--let us say, a mac 
of the United States drawn around the five "-"-~-~ ~-,~.,,.~ of the chain. And that 
map of the United States sym~bolizes something of which I know you rlish 
business would get more. [;~om ~ eight months in the Pentagon last year, 
Ilmow that the Defense Department would like to see business accept to 
a greater extent that sl'~bolism of the. map o£ the United States around 
th~ chain of business reaction. That, in effect, means there is nothing 
more'important than the United States of Ame~'ica, whether it be to an 
individual citizen or whether it be to any business enterprise° The 
United States must and alv~ays has co~ first. 

If management on a Is~ge scale refused to accept that, then yoL~ .job 
as defenders in uniform of the United States r:euld be a very difficult 
job indeed. You necd what business ent(-rprise supplies in the way of all 
the goods and services required to fight a ~ar and defend a country. If 
business is not taught to acccpt that resoonsibility, just as you ~ose 
taught to accept your rcsponsibi!ity as O£ficers of the armed services~ 
then this country will be in a very dangerous position. 

i cannot imagine anythi~g much worse than the statcmcnt credited 
to the coal miners of Britain some years ago, wherein they said, nationally: 
"If there be war with Russia, ~m will not take up arms for our country 
against a Russian enemy. We v;iil not pm~oduce coal. Vfe will not do any- 
thing that }~Jill be inju~'ious to Russia." That, to me, is an unheard-of 
thing. It is one that ::enid make untenable the position of any country, 
which must feel that it can de~:cnd on its busincss enterprises and it~ 
workers in any emergency to 8roo vJhatever other considerations they have 
and put their country first. 

_ ~ " ~ " ~ll~h a %Vo have, then, this Dictt~e of the cnaln of business reaction " "~ 
map of the United States drs;.m s~ound it, and that is the picture a 
businessman must see .~ he honestly expects to deve!o-o an ethical concept 
of management. If hc loaves out any p~t of that, he. is going, to find 
that he is not going to do his job compietolyD If, for examp!e~ he draws 
the usual chain of b~sincss reaction that most managements had in %hoJy 
minds~ many yos~'s ago, before modern times taught us othcrwisc, he will say~ 
"I have only one responsibility as a manager o£ a business, and that is 
to make a profit for my ov:ncrs." That is the old concept that profit is 
the.sole reason for business existence. 

Let me cmpbasiz.$ that i am not minimizing the importance of profit 
oven today. I am simply sa)ing that, after the rosponsibility of making 

r cspon~mom!._~meo a~ well. a profit, there arc other management " ~"" ~-" ~ ~ "  

Let no one cvcr tell you ~h,~u management should got so cngyosscd in 
its rOsponsibilitics and its ethical concepts that it would ovcr!ook the 
basic, fundamental fact of free enterprise that the first responsibility 
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of management is to earn a ~rofit, If there. ~re noprofits,, there rare no 
..o~e~e are no c~,/stomers. .... j'obs. !£ ~he~te ,e~°e no jobs, +~ ~ ' ~ there ~e no 

buo.,.nes~ and there is no nation. So ..... £.irs~ customers, there is i16 -~4 ' ~ u~v:; 
responsibility remains that 0£. earning a.profit. 

~ esponol,~!l-t},, ]]~at ~'~e must. discover is %nat, in addition to that - " h.l,,. ~ *: 
there are others. There are ~-,esponsibilities to employees not only.t0 
pay a good ~vaze but to assume responsibiliZZes f~f cortain we-la~e con-. 
siderations, there m"e responsibilities %o customers, there are ~ .v~- 
sibiiities to the oommul~ity, and there are responsibilities %o-the United 
States of America that management must be just as conscious of and just 
as vigorous in executing as it ~s in carrying out its responsmom~!oo>, to 

ov~nership to earn a profit.. 

That is the picture a business should see° [~ut s~%ppose a management 
looked at the picture and then said~ "I am still stumped. V~:~at do ! d0g 
How do i go about setting up a fram~ork in r~hich to become et.~L~c~.l, to 
carry out my responsibilities to these dmzzeront units?" 

That raises {he question of policy, because it is pelleT that makes 
all this possible, i just cannot believe that an~ ~ management, no matter 
ho~v small or large the enterprise may be~ can honestly carry out its 
burden of responsibmlmty to a.~.l the people it ov:es an obligation unless 
it has a frame~ork of oolicy---unless Somebody in management has sat down 
and said to n~e "~ "i~hat does our business belJ.ove? Vfnat is our intent?" 

That is not easy. I !mov~ many a top management executive ~ho~r~il! 
admit under questioning that this is just about the hardest thin~! hc has 

%o 40. 

Some years ago i talked to Goner&! I%obert Wood Johnson, President 
of Johnson & Jo~son in Nevl ~u!asv~ick~ N~,~ Jersey, and lie told ~e a 
story %hat has aivJays amused mc, although he was rather rueful &bout it. 
One of his executives came to h~a one ~iday afternoon and said, "Look~ 

we ~havo all decided in one o£ our management committee meetings that it. 
r~ould be a good idea if rJe [set do~Tn vJha% JoMuson & Johnson. believes about 
its dealings ~:rith people, U~qa% do ,.:e think about th0 people rrho work 
for us and Td~a% -is our intent to~.,'J~rd them?" lie said, "V~e ore a bit stumped~ 
and we thought r~e r~ould come %o you as the head ofthe business to see 
if you could help us." Gone_~al Job_nson, in telling tlio story, said~ "V~el!, 
that's easy, I have been in the ~usiness many, ma~ years~ I have groT.Jn 
up in it, I am the president of the business, and it t;:i!! be a fairly 
simple matter. You ~~i!! have it Monday morning, i'wil! T:ork on it over 

the ~eek end." .... 

So he went home, sat dorJn at his desk that night, and, free f~om 
interruptions, proceeded to try to think out, "l~at does our com.pany 
believe about people? i:A%at is our //qtont?'" H~ discow~red it t;as not so 

6 
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easy as he thought it was. He spend the whole next t~o days on it and 
when he came'in !bnday ~orning, he called in the gentleman who had seen 
him and said~ "Look, I just don~t know. But let's get to ~ork on it 
because we~ve got to find out. And if it takes all the brains in this 
business in constant conference to develop it, let's do it." 

The job became one that ~as so intense and one that fascinated 
the executives so much that they finally decided they would call into 
conference other business leaders, and there was set up one of the most 
interesting conferences that it has ever been my pleasure to attend, a 
series of meetings to write a concept of business ethics. 

We began rJith General Johnson and a few other businessmen, r~hose 
names you ::ould !m~. 17e added representatives of the CIO and the AFL. 
The top social and ~;elfarc leaders and thinkers of the Catholic Chtrch 
became interested and asked t6 be allotted to participate. The i rotostant 
and Jewish churches joincd in. Soon we had a full-scale cross-section 
group ~orking on this ~ job. One of our meetings ~as held in the Stork 
Club in New York City~ and I am quite sure that Sherman Bil!ingslcy had 
his greatest shock r:hen he saw the group of rabbis and catholic priests 
going through the Stork Club on thvir way to the i mivate room upstairs 
where the mceting was held. 

The upshot of that conference ~las a very fine little vol~ue setting 
down in v~riting what management believed about people. 

There were squaoblos and sitter frictions along the way~ T remembcr 
that I loft them at eric stage of the discussion, saying I simply could not 
agree ~lith the concept that there is no such thing as being fair to 
cmploycos ~;'sithout am organized laboz union. The labor union leaders and 
the representatives of the churches insisted that tDJms concept bc put in. 
I could not accept the concept that a labor union is absolutely essential 
to the protection of the wolf~-o of a worker° Thorn v~c!~o others who !eft 
for that rcason or othcrs, so w6 had a difficult timc tr~ng to reach 
agreement on what could be said6 But it ~7as an interesting Qxpcrimont 3 
and it dcmonstrates how difficult the job is of trying to p~u do~m the 
question of managomcnt etl~ics. 

This is what i ~;ould propose for a manager of an cnterprisc ~ho 
honcstly rlants to do this job, who looks ahcad at this oicturo ~-Jc have 
dra~.n of the chain of business reaction with the United States s~ound it, 
and ~~ho says, "I u'ould like to try to moot that obligation." 

I think the fh-st thing he might do is to think in. tetras of policy, 
just as vm thought in those meetings, and try to set dovm, "V2~at dods oI~ 
business believe? Y~q~at is our intent?" 



The first stop, obviously, u, ould be study and reso~ch, It is 
not a ms.ttor of s~ply cxecutinz at once.. Study.s.nd,.resoarch .should 
precede the next step. 

The next step is policy determination. ..Folie~-~ing:policy determina- 
tion, a third stop I consider essential is reduction~to -~:riting. I use 
the tcrm..~"reduction to ~riting" advisedly, l-Tebody has cvcr out something 
down in ~~riting without reducing it--~~ithout reducing the f.at off it, 
getting al! the excess out of it, look~ng s.t it in cold blach and ~:hibe.~ 

" and :saying, "That just does not say exactly ~;hat we me;an it to say. 
TiiorefOre~ let's revise-it .and improve it." 

After reductien to writing comes co~u.mication. A i~o!icY is ~-:orth- 
l e s s  u n t i l  i t  h a s  b e e n  com~,~unieated t o  a l l  down t h e  ~line :~:~ho. nee..d t o  know 
it, ~:ho need to understand it, and ~~ho must:have, lt inter~.°eted' ' i-fter 
communication, and only after commUnication~ comes execution and fo_llov~- 
up. 

Those are one steps in estao!~-ohm.~g a policy, if those steps sa~e 
followed, carefully, a business can put itself on an ethical plane that 
will carry cut its every ~utent. It takes a lot :of thinicing and planning, 
but it can be done. - "  

~1~ovl let us _talce~ for a ceupie of minutes, ~n example of how a policy 
might be studied, prepared~ and cor,,mmnicated on, say~ the responsibility 
of management to empl.ovees--the first Link in our chain after the manage- 
ment link. A management might say to himself after some study and research; 
"What is it" that our employees ~ant from us as management? V~at are the 
things that, ~y the wry .forces of h~,~an uat~,~re, make them des~me, certain 
fundamental things from their jobs?" ~-'~ that seems a st~.-ange approach, 
I can only say that ~.,m do it in every othbr phase of business. V.~ay 
shouldn't ~':e do it ~-.,ith people? If v.,o plan to construct a building, ~,,'e 
soud~ in minute dhtail ~;hat s~oec~fioations we want, ~~at is the function? 
Vfnat is the objective? And ~:e plan, with our blueprints and ar~hitect's 
dra~:-~ings, every step of the construction--every partition, roof, and type 
of material--to meet the objective. Isn't the procedure the same in the 
subject of responsibility, to cmD!oyees? Try to determine ~~hs.t the funda- 
mental human nat~e aspects Of pcop!e are and then, if :-,'c can, try to 
mcct them in busincss -,.~ith the policy ~','c ~:~ould ~rite. 

I have boilcd it do':,'n to sb[ thin~s that y~o 7 ~ n.,_c ~~ant from thc-~ 
jobs becausc of the mat~uro of human beings. L~.aybe there ere more. i~.ybo 
it is ovorsim~olifiod. But those s~ Jn~cludc most of them. 

i think, first of all, pcop!e ~~ant from their jobs interesting work. 
There is nothing-much ~.~orse than being borodo If ~.-:o can find o~ ~ ~,'ork exciJ 
ing, interesting, Or a chal!cngo, oven the most ro~.ctitive task can be an ac 
vcnt~re every day. I think a man has reached the stagc where his ~ork is 
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no long,'.,r ~teresting to him when, day after day~, he wakes up in the 
morning ~.~,ith the attitude, "I~ve got to go to ~.'-:ork.today and I dontt 
like it." If he can wake up ::,'ith the attitude, '~I wonder ~,-:hat's going 
to happen ~-~hen I get t~re today~it might be something ne~,-~, it might 
be something different," that man has found an inte~"est in his job. 

It is the nature of our modern mass ~oduction technf...~ues to have 
fairly monotonous and repetitive tasks in many ~hmngs. Ue are ~_ ~..~ 
to be specialists and detaiiists in so many things that mar~y things ~.~e 
do must necesssri].y be uninteresting in the~elves. T~at" can v:e do about 
that? Perhaps "<~e can make the -~~orkplace more interesting, perhaps ~:e 
can v,,ork out extrac~,riculor activities, perhaps we can provide something 
that -,mill stimulate the employee in ::ays other than by the nature of the 
job itself. But it is managementXs responsibility, in my opinion, to see 
to it that the work is interesting. 

N~uber t-.~o is fair pay. i fully realize that ~aany polls taken of 
factory v:orkers tods$~ come up ~::ith the conclusion that money is not 
important any more, that nobody ceres about the weekly pay; all they want 
are ponsions~ and so on. I have yot to acco-ot that. It still seems to 
me that a mants basic ~:,'eekly pay is just about as important to bin as 
anything else in the job, .~ for nothing else than as a r~oasttvo of his 
S~COeSS. 

That is ~,-~hy I out it do~~ as "fair pay" instead of ')good pay." 
The question of differentials~ for example, enters into it. If a man 
feels that snothcr worker with the same skill and with. the same hazards 
and responsibilities is ee~miug more than hc is, that man is going to 
be a disgruntled employee, because hc iron,mediately fools, "I am discrimi- 
nated-against." I don~t c~e if hc is makin~ enough money to support 
his family in luxury~ his fecling still will be one of~ ')It isntt enough 
I scc somcbody ~-~ho is doing the same thing and ~-.,~.th the same skills 
getting morc." 

So money boco~os a measure of aocomplislx~cnt in many respects. 
I think the industry that overlook~ the question of co~oful job classi- 
fication, evaluation, and an~.lysis, a~d a real cbnsidoration of 
differentials bot~~con skills, hazards, abilitiesj s, nd rosponslbilities 
is making one of its biggest mistakes in meeting the needs of human 
nature. 

After fair pay ! vlould put security. Govcrnmcnt., is a specialist in 
sccurity. Your security story is bettor than a~rthing industry has 
devised yet. -industry no:-: is trying to catch up. Uo have gone into. 
pension plans, wo have gone into sick benefit progra~us, wo have gone into 
some t~pcs of employment stabilization to cut d~n the possibility ~ of 
being laid off in the middle of a ycc~ so that ~.,'c sa~e gradually approach- 
ing the ideal in the employeots mind that he fools very strongly about. 
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"I want to be comfortable and secure, i don,~t vmnt to have to worry 
about whether ! have an income ornot." 

Security rea.l]$~ takes bi~ee phases: Security by the vmek--If 
I am ill, will I be pared. Security by the year--if v,.'ork zets up, ~nili 
I be laid off, will ! be out out of a job~ ~£~at are n~/ chances to have 
stable employment throughout the year? And security for ].ife~'~hen I 
am too old to v;ork, what -:~i!! happen to me~ is there a plan to give me 
subsist@nce~ or will i be Cast aside lille an old shoe? 

After security~ and logically joined ~lith it, comes ogportunity. 
I was most interested to road, the other day, a ve:~y short, one-sentence 
statement attribut@d to General ~eArth~r. It caught my eye and appealed 
to me a g~'eat deal. }!e said just this; "The"¢e isno such th.~mg as 
security on this earth~ there ~ is only opportunity." ! thought of the 
British ?eople as I read that, because they have sort of traded oppor- 
tunity for sectmity, I thought of a great number of 9eoplc living unde~ 
socialistic and communistic governments ~:~ho have said~ in e Cfect, "Here~ 
you take my money, }A °. Government, and spend it for something you think 
i'd like to have. You know what %0 do v:ith it bettor than I do." For 
socu~oity~ for the feeling of an umbrella over the head, for -)refection 
against any rainy day, they have traded array much of the freedom~ 
opportunity~ and individual initiative ~,c treas~'e in the United States. 

So I still think tint " "~'~ "~- oppor~unn.~y ".i.s a big f~ctor in the minds of 
employees, p-articu!ar!~ ~ the younger ones. I kno w when i balk to our 
young ladies ~lho nack pepper off the ends of the lines in oua ~ spice 
plants and tel! ti[~em about the g!orios of the pension plan and th~ 
wonders of how much money they v..'i!l get after they arc 65 yea~s of age~ 
thcy look at mc Out of those big blue eyes and say, in cffcct~ "V~ho~ me? 
Sj,xty-five?" And I can understand their natural fcciing that, "Sec~°ity 
is something that just doesnlt enter my mind at this oointo l~m going 
to marry the boy next door, and all i am interested in is Opportunity." 

If that is a big factor, vJo can do a lot about it. ire can do 
such things as merit rating, for e~-ampic, to make sure that merit is 
recognized. Business has a long way to go to catch u'o ~ith v~,hat you 
have done in the armcd scrvicos in that regard° Vie can do many things 
in respect to honest promotions that still need to be done. 

After opportunity i vlou].d put one that does not cost vcry much. 
Lct us ca].l it recognition. There are two typos of recognition° One 
is praise for a job well donc~ to supplement criticism for a job poorly 
done--both arc essential. The other typc is one that needs ~%o be 
rccognizcd cvon more, and that is recognition as an individual human 
bcing. ! donrt 1.-.nov~ of an~j~i~ing ~hat a serviceman resents more than 
being knovm as a number on a dog tag° i don't know of anytiling that 
ah employee rcsents more than bcing kn~;n as a nut,]oct on ~ pcy rollo 
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People like to be thought of as individual human beings. They want to be 
recognized by their immediate supervisors by name and with some under- 
standing of their fami3j problems, ~.'~here they live, ho~ they live, and 
what they are interested in. It is a natural human desire, and the 
business that develops it and capitalizes on it is likely to find that 
it has done a most inval~able thing for its good relations ~ith 
employees. 

Finally, there is participation. Participation and recognition 
are not exactly the same. It is one thing to recognize somebody~ it is 
another thing to give him a chance to take pert in what you are doing. 
%~;e in,business have overlooked that one considerab.~. ~Te have said to 
ourselves, !'So long as we pay our people all right and so long as we 
give them a job, provide them'minimum security, and certain opportunity, 
and tnmn~s are generally fair~ haven't ~e done enough?" I don~t think 
so. I don't think we have done enough until we find a ~m.y to utilize 
the ideas and abilities of all the people we have for the good of the 
business and for their own good and their ovm training. 

At ~IcCormick & Company, since 1932, we have done it through a 
system we call "multiple management." It embodies two big ]principles. 
One is that every employee of our business sits in at a monthly meeting 
of employees presided over b[f the chairman of our Factory Board of 
Directors. They hear what the company is doing and ~-e kept posted, 
through our verbal conm~unication system, on any new developments in 
company activities. At the end of the meeting they tell us ~:lhat is 
on their minds. On controversial subjects we break the ~-oup do~m into 
small units of 50 to lOO people and invite their discussion, cerement, 
and questioning. So ~ue have true co~aunication as defined by l,Yebster, 
"the interchange of thoughts and opinions," rather than the simple 
communication of thoughts and opinions without rmoht of interchange. 

The second phase is one that takes into account people like you in 
our business, people whom ~-~o have tapped for leadership positions, men 
in junior executive capacities or assistant deportment head categories 
";,'hem ~-Jo e~-pect someday to be leaders of the business, Those ",-Je serve 
in this way: We ask them to take petit on a junior boord~ a factory bosrd, 
or a sales board~ all operating under the stockholder-elected Senior 
Boord of D~_rcctors of our company, They psrticipate in the sense that, 
at their board tables, under the guidance of their chairman and socgetsry 
and under the operations of their ovm l~ylaws imoporod by themselves, 
they discuss an~/thing in the business that interests th6m and send 
recommendations up to top management for final approval. They may invite 
any of us to come do-Jn and moot ~lith them and an~Tcr qucstions~ but ~vo 
may not attend their meetings except by invitation. 

They have rolled out literally thousands of ideas for the good of 
our business, and a most valuable by-product has been executive development. 
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They have lesrned to manage in the best way that one can learn to 

manage, and that is by managing. 

They receive a d~ector's fee as members of those boards. T~ith 
other employees, they share in the ~ofitS of our company, which is the 
ultimate in participation. If people help to earn profits, it is our 
belief that they should participate in the l~ofits that their productive 

efforts have made. 

These, then, a r e  fairly representative examples of what a business 
may do ethically to meet its obligation to employees. Those Folicies have 
been studied and researched, they have been determined~ they have been 
reduced to writing, they have been communics:bed, and they ~e being 
executed and follo~Ted up every day. Any business can do the same. 

Let us take the subject Of customers. IWnat do customers expect 
from a management that is interested in ethics toT, ard them? ! can 
think of t~-ee things, roughly, that will give you an idea of what we 

mean- there are many others. 

Isn't responsibility the first thing that customers expect? 
Don't they expect more than anything else that the company TJil! stand 
behind ~:~hatever products or services it offers? l lot all businesses al"e 
willing to do tb~zt. We have such things as the Federal Food and Drug 
Act, we have such ~overnment regulations as controls over unfair and 
untrue advertis~g, and so on, ~0o catch the unscrupulous. Those ~e 
good things. I am all for them. They pTotect the good businessmen against 
the few bad° But most of business simply kno~s that it just is not smart 
to tell a !ice I Iost of business knoT, s that is just is not good business 
to misrepresent; that it must accept responsibility for ever>~thing it 
says and what the customer sees in the product or service sunplied him. 
So really the first responsibility is responsibility itself. 

}I~'I reliable is this business? Ho~J dependable is it? Over a 
period of time that reliability and dependability becomes the gm~eatest 
asset a business possesses. ~ VIhen peoplO look at a brand name on a 
shelf and say to themselves, .in essence, "! will buy that brand because 
I have bought it before, I have found it good, and ! think it is all 
right," then that business has an asset that is more 7~icoless than 

anything else it o~ms. 

Fair value is the next thing for -~lhich i think a business is 
responsible to customers. I don lt moan, necoss~ily, unusually good 
quality or unusually low price, if might bo either one, or both, or 

a combination, 

For oxamplo~ i. yourself "Is it cthical for the Cadillac Company 
to so lla motor car at the highest ~>Pice of any motor car there is? And 
is it ethical~ then, if that be truo~ for the Chevrolet Company~ a part 
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of the same great corporation, to sell a motor car at the l~.~est price 
in that corooration~s line of -~roducts?" ~$That is th~ difference?" Isn't 
it quality? The Cadillac people toll you in all sincerity, ~'Look, ~ae've 
got a hand-tooled car that we consider tl~,e best that can be made, and r~e 
ask you to pay for it. If you want the quality and if you have the money, 
here it is." The Chevrolet people tell you, on the other hand, "-Here is 
a car--the best we can make for the price. It's not a Cadillac, it's 
not toiled to perfection, but it is a good value because the ~'ice is 
right for the quality available." i insist that both are right, because 
they are offering fair value and neither is failing in its responsibility 
to customer s. 

Finally, I think uniformity is a responsibility to customers as 
an ethical part of any business. You ~.ould be surprised ho~ ' much business- 
men spend on quality control to make su~'e of uniformity. You ~.ould be 
surI~ised ho~,~ much they spend on inspections, establishment of standards~ 
and checking of stands2ds to make sure of uniformity. It doos not make 
the ~oduct any bettor~ it does not make the price any l~,ver, it does 
not increase production--it Slows it dock;n--but it ass~m~es the customer 
that each unit will be the samo as the one that went before. And that 
is so important a responsibility of management to customers that we ere 
r~illing to spend what it takes to maintain ou~" laboratories and our 
inspection systems to assure uniformity. 

These, briefly, are responsibilities of a management that'onorates 
in an ethical way. T?iose r esponsibilitibs oxtcrid to ownership, first, 
to make a profit~ to 6~loyees, secondly, to assume a trusteeship for 
certain things that people want from thej~ jobs, such as interesting 
work 3 fair pay, sec~ity~ opportunity, recognition, anti p~J.~ticipation~ 
to customers, thirdly, f~r responsibility~ for fair value, and for 
uniformity~ and, finally, above all, is the trans0ending importance of 
managemcnt's responsibility to the United States of America. 

Thank you. 

COLOI~L BluqZES: You might start tb~ discussion, i~. ~ 
explaining to the class your o~In compa.my's policy on its responsibility 
to the cormnunity. 

~. REID: Yes. i found I ~:m:s running a little Short of time on 
the presentation and did not go into the ethical responsibilities of 
management to the cormnunity. 

In our o~~n company ~Jo believe that is just as important as our 
ethical responsibility to employees and to customers and have done it 
in this way: Vgo have said, first of all, that any one of our executives 
who reach the eminence of membership on the Senior Board of Directors 
(our top management group of about 20 men, elected by the stockholders) 
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should have tinte on his hands fie do some things besid3s his regular 
,job. If he does not~ there is something wrong with him~ he has not 

na e others ~,ho: can carny out learned horl to delegate. He.should ~ v ~ 
details for him, and he should be. free therefore to devote a part Of 

his tLme to community activity° 

So ~-m not only permit" o~ executives to take part in civic affairs, 
~e not only encm~age tlmm, but ',~Je require them to do so~ E.verymer~£oer 
of our Senior Board of Directors has an assignment. I-~5 is not handed 
to him with the statement~ "You will do this," .He TLnds his own level, 
he seeks his o~m interest, he detenmines ~That.it is he ~~ould like to do~ 
and then we ask him to carry through on" J.t, and we give him: the ~j.mc it 
takes to do it. If it bakes some money, -~~e freqb.ont!y ~.%l! make it 
possible for that money to be made available, too, for travel expenso~ 

and so on. " ' 

Ln ~~V ovm case~ i becarae inter.csted in .matters of ]teal. government'. 
It seemed to me that ~Je were just .not rounding out o[~ " respohsibility 
to the community in ~roviding a p~osident of the. }~ot~rY - C!ub~ a potentate 
of the S?mine, or the head of/this and the h~ad of that; that. v,'e v~er.e not 
really doing our ,job until ~:e got sor:mbody in loca! [mvernm¢nt. 

.It is all rigDt for-business to g~ipe about governnent and sound 
off about ho~ poor it is, but it is very ~musual for business to do 
anything about if, by putting its own men J]%o government~ booause getting 
into government moans getting into politics~ and that m6ans ~;otting 
your hands dirty'on something that is sort of unpopular. But ~.m did it~ 
not as a con~mnd~ but simply with the statement~ "You; v:il! haveo~. 
blessing to take the time it takes to do this job." 

I ran for the Baltimore City Council, ~ms elected~ and have served 
three and a half years of a four-year term.. }.~[eam~hile, ~;e arc sponsor- 
ing young men to swing into government activity. 

These are rel~esentative obligations to the co~mmunity that ~~e 
believe it is part of our job to undertake to do. s,.[e moo not alone by 
any- wanner of means. There ar'e literally hundreds of businesses that 
sa~e doing the same thing all over the United States. 

! believe, that we are r.eaching a concept of res-oonsfoility not oniy 
to employees, customers, and owners, but tothe co~nuunity and the 

Government as ~~oll. 

QUESTIOI:h Si~ ~, r:ou!d you like to cerement on the application of 
business ethics to the system of adminis% ~ative ~z'icing that "c/e have 

no~~ ? 

I~{. P~EI7]: Yes° I t hmn~. that question is a very fair one. 
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The systOm of adnfmnisterin~ prices that'v~e have not, however, is, 
in my opinion, determined by the corapetitivc, free enter~orise system. I 
l~ow, from our discussions of pricing matters in our ov~'n company, that 
we cut the m~,gins of profit just as close as v~e can ~hen ~~e see that ~;~e 
have to do it because competition ~ill take our business a~~ay if we don't. 
I think that is the real protection to the customer on pricing. 

So long as that exists, so long as ~e actuall~ do have free comoe- 
tition, and so long as we honestly maintain a free, competitive entcl~prise 
system, then our pricing administration is going to be made ethical because 
of practical reasons. I would not go so far as to say that management is 
going to be ethical on pricing simply to be good or simply to bc moral. 
It ~uill do so because of very practical competitive considera$ions. 

Qb-ESTION: ~. Reid, I have looked at the depreciation rcservcs Of 
corporations for some time° VIithout them, from the vic~-~polnt of a stock- 
holder, I could got bigger dividends; as an employee, i could get bigger 
r:agcs; as a customer, i could get lower prices. ~Tith them, you sre ore- 
venting me, as a banker, z~rom loaning ~'ou money at a futile date. i~o~ 
the question of ethics comes up, and I ~'.,ou].d appreciate a statcmcnt as 
to he',7 managemcnt vi~s and rationalizes the establishment of such 

r o sot vos. 

},~. REIn: Depreciation reserves have al~;ays struck me as honest 
accounting~ I am trying to detc~mino ~fl%ethor there is any fooling in 
your mind tl~.t they are not proper or that they should not be established. 

QUESTi0N~R: They arc disclosed, ! realize, in" every statcmcnt. 
But I ~as just looking at them from four directions, and they do not seem 
tO make sense. 

I~'R. REID: I ~ould put it this ~.;ay: It sooFs to me that allo~::ance 
for depreciation is just s.s real a business expense as ~ages or any Qther 
business expense that no have. If -~o fc.il to take it into account, 7~e 
are going to come to a very rude aT~akoning someday. It may be dofcrrod~ 
but ~;~e simply ~;0uld find ourselves in a very bad position ~ ~:e did not 
allo~ for the fact of depreciation. Wo do have deterioration, either 
because of obsolescence or sir~iply the passage of time. 

I think ~-;hat business can do about it is to exorcise its ethical 
considerations in determining the amount of the reserves and'i the period 
over ~Jhich a aorta.in amount o£ equipment is allowed to depreciate, In 
our case, for example, ~.'~e have favoi'od ].ong-torm depreciation, on .buildings 
and On all equipment that -.:o honestly believe Will last tl-mbughout its 
lifo, But %~e have boon very frank ~Tith ourselves in putting a short-term 
del~eciation on equipment that ~.v6 !mo~ is subject to obso!osccnco because 
there v~ill be improvements on it, 1To don lt hide it, %~fo have never felt 
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that ~'~e should leave it Out o£ the annual, report or not reveal it to 
employees. It is there. 

The realistic and ethical.approach t o  dey~-eciation reserves, it 
seems to me, is not to e l~~inate them but to be honest about them and 
make sm'e we establish them fairly. 

QUESTION: ~-~. Reid, .you gave us a ta!k that might ~~ell be classed 
"busin@ss statesmanship" and something that all .business could very ~.:,'ell 
employ. In all my listening .to speeches, I have yet. to hear one-on the 
responsibil~.ties of government to business, or of employees and unions 
to business, l~yb~, fc~, ethical reasons, you did not feel like discussing 
these subjects. Z-was ~vondering.if you ~<;cmld tc!l .us how you. feel about 

them. 

},~. REID: i.did n0% disbuss them mot so much for ethical reasons 
as for the reason that the~, wore no% part of the subject aosm<~ned. 

Each of them really" is a topic in iteslf, psrticul.~ly the responsi- 
bilities of labor unionsj ].~hich I am conside~,'ably exercised 'about and 
~,,lhich I cOu!ddiscoursc on forhours on end, I testified before a Senate 
committee just a few months a£~o on that very question° i ro#~etfu!ly - 

• 7 " '  4.."tq ~ announce that nothing has come of it and that v~e are st.~_~ .in ~-~ same 
position as ~,Je were before. That h¢,d to do ~,'iZh the entire subject .of 
the responsibility 0f labor uniog.s~ since 'they have apnvoached monopolY 
position in many industries tha.t is cqt~.ivalont tO :the monopoly position, 
or acc,usations of it, of business management. For example, it is quite 
true no~,~ that the antitrust ].a~,,sj which ~°~c.:'e designed to protcct the .public 
against monopolistic practices in indusgr~, should no~~ be extended,- in 
~r opinion, to labor unions because they have roached monopolistic pro- 
portions that go far bcyond, the wildest d~eams of any of our business 
managers. Our plea ~-ms that v~c simply extend to iahor unions the same 
govcrnmcnt rcgulati0ns, particularly application of the antitrust laws, 
that v,'c have already applied to business. The outcr~ a%.thc.t very 
suggcstion-.cou!d bm.vc been homrd for miies/.and miles° Y~t, T think it 

- .  - . . ' - "  - t ~ ,~ 4 7 is still .perfectly roasonab!e~ T think it is on~., .re~y _e~.s_.b~e~ and I 
hope somedc~y that ~~o t~,'i!! see it.. 

As to government ~, that, .again, ~s. a-story erftircly in itself. I 
pcrsona!!yh:,,ou!d be satisfied if government -~-;ould s~np!y .accept the 
position of.being a rcguiitory agency and not necessarily a business 
operating agon~r~. I£ that continues--and so fsa ~ ~!0 have had it just 
about that vJay--I -,~ill,be content th~.t governm.~nt's responsibility to 
business has been met satisfactorily. I thinkj ~£urthcr~ that government 
must be iNpartial, and I cannot agree that the orcscnt Government is 
impartial~ particularly in its indicdtion of interest and favo'~itism on 
the part of managemol~ and labor. 
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QUESTION': }.~. Reid~ in your coverage of-.the.,ethical responsibilities 
of management, you left out your responsibilities toyour competitors 
and to the industry which you represent. I wonder if you :~oule mind 

commenting on t h a t . .  

I have in mind, for instance, something that is not too good'an 
example, " but it may serve. One of your competitors is quite good~ we 

" . . . .  " , " ~  . . . . . . . . .  a ] . ] . _ V  

~ ' ~ i l l  s a y ~  a n d  h e  h a s  i n  a p a r t i c u l a r  s p 6 t  a man ~,ho l ~  ~ n e  on~  ~-~ ~ 
"-;4-,.., ~',r,,-':','~," -P-,,,,.-,,-n your comi:)etitor ana 

giving you the troubleo ~o;you hire ~ . ~ ,  . . . . . .  G . . . . . . .  , ,  

use him yourself. As I say, that may not be a good example,, but would 

you mind cov~uent!ng on it? 

. ~ R .  REID: I would be glad to. Lot me say first that ~,,'e would 
not do any such thing, l,iost businessmen ~-;ill tellyou that such direct 
piratin~ is usually, not on~y ineffective in the resu].~s you~ expect. . .t° 
achieve, but in the long run causes more difficulty and r~;tallatmou than 

results £;-om the regular emplo~nuent process. 

So I ~.-rould say that our attitude %owaa~ds competitors is roughly one 
of a football team to-,-:s~d an opponent. We are ,zood friends except during 

~h ~ v,e ~-:ithin e ~r~ -O.~.. I r lc. ,  u_.~_ ',., t h e  games ,  a n d  we ~ e  o u t .  t o  w i n ,  %7e N i l l  do  . . . .  r' ~'~ ~ c a n  
ethical con:gepts to win. But ~ it roaches the stage of having to hit 

• ~ ft. ~ ~ S . 

oelo.~ the bo!t~ if it r~acno the s-bago of ,' clioping, " ~.-~e are not going 
-- '~ %0 be able to !iv ,~ with ourselves and be happy 

to do it. %~fe ,;ou.~d pr..~fer 
with ourselves, and ~:e "re~,l in the long run it just is not worth it; ~lus 
the fact that if you clip and hit below the belt, yo~ opponent clips and 
hits belm'~ the belt back at you. Some of them do it an~ay. Those people 
z-~ould be even more inclined to make it tough for you if you tried unfair 

methods. 

Specifically~ on yot~ example, we ~-~ould not employ a man like that, 
nor would we expect our competitors to do so. It has never happcned~ and 

I don~t think it ever ~~ill. 

of QUEoTIOr.~: !~. Bold, is not ethics in management on the verge 
being rather sorely tested ~m the near futt~'c ~hen the ~ec +- of mmlmtsxy 
orders contravenes the orofit taking or the profit ~otcntials of business? 
If so, hm.* will industr>" moot that ethically? 

~.~. ~EID: You ere entirely right. I thin]< that is v,9~at I had in 
mind in discussing at some length this map of the United States sround 

, , r ,  ~--~ i can on,o; hope that busines&men ~-~ill the chain of business r .... co_on. 
rise toit and meet it properly° I cannot say that they ~;i!l. ! wish 
I could. I cannot sooak for them. 

I do think this: The bOst way to make sure that it is done is to 
appeal to an entire mnaus~ry, because the .gent!eman ~s ouostion about 
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competition is very well taken~ and the principal thing a business wants 
to imow, in giving up profits .i~ order to render a national service, is, 
"%Jill my cc, mpetitor get an edge on me while i~m being patriotic?" If he 
can be shorn that" it is an industry operation and not necessarily a 
company operation, then he v&ll be much more likely t6 participate. 

~Te found ourselves patriotic in World Lr~ ii to tlhe extent tlmt we 
took a big licking. We had a limited amount o9 pepper. It was in very 
short supply. I was in charge of government contracts. I appe~!ed to 
our management to give me so many tons of pepper ~oo supply urgent requests 
we had ~rom the armed forces~ Our management decided after a 5card 
meeting to do if-not once, but twice, throe t~os, many times. VIe packed 
the pepper for the armed forces and shipped it. i~b dissipated otu ~ avail- 
able supplies. Some of otu competitors, on the other hand, r:ofused to bid, 
refused to help, accumulated their supplies of p~pper, and dtm~pod it on 
the civilian market. Wen we could not &upply our customers, they svlung 
a~ay from us and over to our compe~5iters. The thing that we will be 
inclined to rmtch this time is that ~hon there is a demand for peppor~ the 
demand is put to the industry rather than to a company and that the 
industry joins in the activity~ 

I don:'t think that management is going to bo inclined to s a y .  "no." 
I think that it is going to be cautious~ to make sure that all rJithin 
an industry ere treated fairly and given ecua! considerations. 

• C O L O ] ' ~ L B I ~ N E S :  I am sorry, gontlemon~ the tJm~e h a ~ J  come when 
we must stop° 

You can see from the shmsing of hands 3 !~. Reid, that by no means 
has the class t curiosity e~-ponded itself, %70 do ap~rocma~e your coming 
do~n here. You have boon very frank and very inspiring~ Timnk you 
very m~ch. 

l~i~. REID: Thank you, 

(15 Nov 1950---650)S. 
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