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%, Thomas R. Reid was born in Lonticello, Arlansas, 20 April 1914.
He is Vice—President, in charge of Tmarr-Relations and member of the
Senior fdoard of Directors, of licCormick & Company, Ince, Baltimore, Hary—
1lande = True to licCormich and Company's policy thav their execublves
participate in community affairs, he ig & nmember of the Baltimore City
Council and on 6 May 1947 was eclechbed for a /~year berm as chairman of
the Budget and Finance Committee Tor the City of Baltimore. He is also
chairman, Buwployee Relations Committes, Grocery lanufacturers of Americas
instructor in Business Lianagement, University of Baltimore; instructor
in Human Relations, Daltimore Institube; member of the Labor Relations
Committee, Chamber of Commerce of the United States; on the Board of
AMvisers, Horth Baltimore YMCA; and member of the Personnel Advisory
Council, National Industrial Conference Scarda He reccived his’ Beda.
degree in Business Administration from the University of Arlansas, 1935
For his work as organizer and first chairman of the Personnel Polilcy
Board, .Department of Dofense, Fashington, in which capacilby .he was
responsible for establishing both millitary and eivilian personncl policies
for over two million people, he was avarded 2 Qertificateadf‘Approciation
and the Exceptional Civilian Service iiedal by Secrctary Touls Johnson on
1 September: 1949« He has sorved as a memoer of the Unitod States dele—

gation representing employers, ap-ointed by Predident Truman, to the
Tnternatienal Labor Confercnces at Montroal, Canada, 19463 Genove,
Switzerland, 1947; and San Francisco, Colifornis, 1948 In 1947, he was
a member of the Us S. Dclegation to the Inbcrnabional lianagehent Congresss
Stockholm, Sweden. IHe was Tormerly cxccutlive vice~presidcnt,*National
Socicty for Advancerient of monagements excoubive vice—prosident, Us Sa
Junior Chamber of Compcrece, Chicago and nssistant to Industry Hombors,
Wational War Labor Board, Washington, Dy Ce The Us Se Junior Chambor

of Commecrce sclected him as onc of Amcricals outstanding young men of

1947,
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ETHICS IN MAVAGELENT

6 0ctob¢r 1950

COLONEL BARNES: Genbtlemen, in yowr Orientation coursc in Crgani~
zation and Management you studiod briofly the fundamental principles and
concepbs. of business and govermment administrotions . You have doubtless.
asked yoursclf these questions: How does a progressive busincss concern
ﬁoday.apply'thoso‘principles? What arc the coneepts and policics of .
management. as regards its relations to employccs, owners, customors, and
community? Is there such o thing as ethics in management ? -

- Owr lectwrer this morning is pariticulerly qualificd to bring you
the answors to thesc questionss He hos an outstandihg record of pro-—
gressive lcadershin in the human rolavionship side of manageoment, Ho
‘has participoted in mony neticnel and intornational conferences where
management—labor policics have boon debatode He also served as the first
chairman of our own Deportmont of Defonsc Porsonnel Policy Board, with
such . conspicuous success that he wos awarded the national liedal for
Excoptional Civilian Scrvice. St411 othor distinguishéd achiovements are
Listed in his biographical sketch, which has been furnished youe '

- In fact, it is difficult to sce vharc M, Reid finds time, with
all these’ extracwricular activitiecs, to function in his main job—Vice~.
President, in chorge of Human Roleotions ond fomber of “he Scenior Board
of Dircctors, of McCormick and Company, Inc,, Baltimore. ' '

It is a great ploasure to weleome back 4o our college platform,
Ire Thomas R. Roide Mrs Roide ’ -

MR. REID: Thank you, Coloncl., Good morning, gentlomens

This is a roturn visit for me, and a vory plecsant onc. T have.
looked forward o it becausc I have discovercd sevoral things cbout
this group. There arc porsonncl changes, the faces arc difforent, but
the atmosphere that oxists ond the fecling o spcakor hos as he stands

on this rostrum crc always the samc.

, For one thing, I likc the faeb thot sou don't have to be enterteined.
This is your job, +this is part of yowr assipnment, you arc sorious students
of management, and we don't have %o bother to toll you jokes ond keep you
amuscd in the course of disseminating the sugar-cosbod rill of cducation.

Second, I like the feet thet al
thoroughly qualified not only +o gr
i

have to say %o you, but also to r

of you have had cxporicnec and are
and understond whatever one may
vory pertinent and vory pointed

1
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qucstionse I don't hesitate to tell you that, from the questions that
came up after the presentation, T learned more than I taught in this room;
I fully hope that we will have the same experience todays If you will
prepare your questions as we speak, I would like to devote the major

part of the discussion to questions and answers rather then a presenta-
tion.

, e are talling sbout "Ethics in Hanagement! todaye T cannot help
but believe that there are all too many people, perhaps including some
of you, who look & little skepbically at. the subject of ethics in
management and raise an eyelrow, because the general impression SComS.
to be that management just is not very ethical so long as it has to be
concerned about making a profite Tf 4t mekes a little more money bo be
a 1ittle less ethical, I am afraid therc is a common impression abroad
in the land that management would not hesitate to abandon a fow scruples
in order to make a fou extra dollarss ”

I donl't say that this is necessarily untruce © Unfortunately, there
arc "manageents and menagements,” just as there arc tmen and mony" and
not all arc honest, not all arc broad minded, and not all are complctely
cthicals I do belicve that, gonerally speaking, it is the intent of
management to operate in an cothiical monncre I do bolicve that it is the
intent of most managenents to serve bthosc it must scrve as capsbly as ib
possibly cane ' - '

Ts that goodness for goodness? sake? Fartially so—-because many
men still arc good, honest, and kinde But it is goodness for another
rcason--strangely cnough, wc have discoveorcd over the years that good—
ness generally pays off, Tlc have found that, sooncr or lator, management
which trics to abandon its cthics and gets auay witn it is caught up
in thc public opinion thot deberiines the success or failurc of any
cnterprisc, and 1t subscquently sufferss "o have learncd, clso, thab
the monagement, which bears its cthics in mind, plons its 0poratidns
accordingly, and determines its policics accordingly, gonorally winds up
with thot intangible factor of public good will or public favor which
onhanccs its business volume, creates rotr customers, keeps old customers,
and lcads to greoter profits as a resulte '

Tmether wc arc good for goodncss? sake or vhether we arc good
for the practical rcason of making morc moncy SCCmS to mc to be relatively
immotoricle The point is thab, 17 we can find a way to mbke all manage-
ments as cthical as most monogements are, we will heve donc o groat scrve
soc for the people of the United States. ' ‘

T belicve, Tirst of all, that onc of owr difficultics in nonagomont
is not so much lecking the intent to be cthical as it is to find ways and
means to be cthicals In order to grasp our problem of =that vic should do,
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we must do some broad-scale thinking that. some manogers are just not
equipped to dos If they could go.to school as you do, if they could
study some of these things--if onlv they knew how to procend-—J think
they would honestly like to do something aboubt it.

Here are a few suggestions. They are not mine necessarily, ot
all of them are originals. They have been cribbed from endless conferences
with businessmen throughout the United States, from readings and conver-
sations, so that I think they represent a fairly good cross section
of nianagement opinion.

‘If, then, we can cssume at the outset that monagement genuinely
would llke to be euh;ca+, whether 1t be for reasons of goodness or
reasons of greater profit, -how would a management procced to become an
ethical business? I would think that the first thing it should do
would be to analyze ibs problems Ethical to whom? That is the numbere
one guestion a management- should ask itself, And in order to answer
that, we have to look at u]l thg auwccts of business operations.

I like to set them down in a chaine - Lot us oa]l it the "chain .
of business reactions!" The chain has five links in ite The old maxim
that a chain is only as strong os its weakest link has never been more
true than it is in the case-of this chain of business rcaction.

Let us put down as the first link in thc chain, Youmcrshipe'" That
may be an individual promietor who opens o little grocery store on the
corncr with his own money. Tt may be a gilent corporation that sells -
stock and uses the moncy of mony thousands of people to open its enterprise
rith a copital backinges Or it ney be a groun of pooplc vho have banded
together in a partneorship and have pooled their funds to provide capitel
for on cnberprisce : -

With this fremcvork before uvs, we scc thot ownership 33 “teke one
of scveral formsj but the first point of any busincss is ommershipe
meciShOb%ﬂM&SWﬁWZlﬁ@OC%ﬂ%WHMﬂltmweiSuﬁVMEQYWWWy
an onberpriscr; until sormeonc is willing to risk his money and time on

an idca for a business cntcrprisce.

Lany times the entreprencur, or cnterpriscr, or ovner, of o business
is also thc mznagere In some instances, in the very smellest of busincssos,
he may also be "all the employees! as welle In otheor insto nCCu, as’
businecsscs require more complicated proccsses, it is customary for oimere—
ship to hirc whet it czalls "menagomonta™

"Management," then, becomes the sccond link in our cb in of \
business rcaction. It joins into the 1link of ouncrship, bocousce the
two are very closcly rclateds, And monangement bocomcs thc oparabing,
active, policywmaklpg head of the btoanSu cnterprisce llonagement may
include many peoplcs In the cascs of great corporations, it could
include thoushnds and thousands of pcople.
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The next link attached %o management 1s "embloyees,’ or Yworkers."
»anacemont cannot do all the jobs itself, Neithér -can ownership. ~As
the business grows and develops, it is necessarv that people be
employed and paid waves to do the t sPs of the" bu 1neso.

. Tle have now a chain of three 11nhs. ownershln, nanagement, and
smployees. That is the common concept of what business is. Within the
last decade many of us in business have discovered that this is not a
complete chain, Lany of us have come to the realization that thepe is
no such thing in modern bimes and-in modern business practlce as .con-
sidering a business successful if it goes no further than those three
links in the chain.

You will notice that, so far, eve*vthlng is iréide. Cemershin,
manacement, employees—-all are definitely a part of the inside opera-.
tions of the enterprises N6 business lives in-a vacuume We:.cannot 1so~
late ourselves in the business comrunlty any mére than the United States,
or any other nation, can isolabte itsclf in the modern vordd, srith .
communlcdtlon and transportation systoms as nearly perfect as they are. .
Since no business thorefore can live 1ﬂ a vacuum, it lives wi unlﬂ a
framework of othor onv1ronncntu.’ - Lo

So I would add to that chain of busincss roact*ou, a fourth'linP;
which we would call “customers.! Thesc are peopie outside the busincsss
They buy the products or the services hat wo sunwlv. Tloy arc vital to
the business bocause without their pabronage th*v“ is no wagce for th
cmployec, there is o salary for management, tho*o is no . profit -for
oWnership.. Customers arce Drctty JmDOftupL. e

Many bu51nessos ﬂode, again, stop thorec and say, "Thatls the:
chains, TUhat morc can there be?t T would add a £ifth 1ink to thc chain
of buswncso roactwon and call it "comLunlty,” becausc eustomars:arc pard
of a community, cmployces &re’ part of a community, mancgoment is art
of a conmunlty, and, ovnership, Jhuthcr it be pertrof that connunlt
in some othor arca, at Jeast ha klnd of rOSpOHSWbll;ty to thc commun 1ty
in which its cntcrprlsc is 1ocatod¢ SR

That complchos, in my opinion, the chain of businoss roaction,
cxcept for onc veyy notable omission, which you probably elrcady have
notlcod. I purposcly left it outside Uhu ¢hoin beeatise I think it is
so ‘important thdt 1t is much morc’ bngn Just one Tinke : That, ofrcourse;

_1is governmcnt. . _ - ' o R

Business is swrrounded by governments, ”EV‘rythinp'io“surfoumdnd~
by governmenbe. That is not nccessarily bade ithout it wo srould have
pcople runnlnv riots Without it we vould have’ Gycrvthlnc thet we dislike
to scee An oxccss of it mokes us very unhappys ‘bubt if-we 4ook away the
mininum protoctlon of govo”nmunt, vie uOUld bc n0u Ohlj Unncpbj Jbut
11terullj dcstroycd. o :
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So.government becomes much more than a link in the chain of business
reaction, I would put it entirely around the chain--let us say, a map
of the United States drawn around the five links of the chain, And that
nap of the United States symbolizes somcthing of which I know vou wish
business would got more. Irom my eight months in the Pembagon last year,
I know. that the Defense Department would lilke to see business accept to
a grester extent that symboligm of the map of the United States around
the chain of business reaction. That, in effect, means there is nothing
more’important than the United States of America, whether it be to an
individual citizen or whether ib be to any business enterprises The
United States must and always has come first.

- If management on a large scale refused to accept thht, then youwr job
as defenders in wiform of the United States would be a very difficult
job indeed. « You necd what business enter prise supplics in the way of all
the goods and services TOqPiTPQ to fight a war and defond a country. If
business is not taught to accept that respons wb:iw»}, just as you are
taught to accept your rCSpon51b171+v as officers of the armed services,
then this country will be in ¢ vory dangcrous position.

N

I cannot imagine anything much worsc than the s tatomont eraodited ‘
to the coal mincrs of Britain some wears ago, wherein they said, nationally:
MIf there be war with Russia, we will not take up arms for owr country
against a Russian encmy. We will not ;roduce eoal, ¥e will not do any—
thing that will be injuwrious to Russia."™ That, to me, is an unhcard—of
thinge It is onc that would meke untenable the position of any country,
which must feel that it can de vﬂnd on its busincss cnterprises and its
workers in any cmergency to drop whatever other consider PblONS they have
and put their country first.

We have, thony this picture of the chain of business rcaction with a
map of the United States dravm around it, and that is the picturce a
businessman must sce if he honestly expects to dO"“lOp an cthical concept
of managementes If he leaves oub any part of that, he is going to find
that he is not going to do his Jjob complctelys If, for example, he draws
the usual chain of bisiness roaction that most MQnagcqont had 1n their
minds many ycars ago, before modern times taught us othorwisc, he will say,
"I have only onc rosponsibilit J &8 o manager of o business, and thot is
to make a profit for my omerse” That is the old concept that proxlt is
the ‘solc reason for businecss existence,

Let me emphasize that T am not minimizing the importance of profit
cven todaye I om simply saying thet, aftor the r onoibllltv of making

R

res

a profit, here arc other manogcnont rcsponsibilitics as well.
Let no one cver tell you Yhat munagouunt‘shnuld get so cngrosscd in
its responsibilitics and its cthical concopts that lt wiould overlook the
basic, fundamental fact of frec cntorprise that the first responsibility

5
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.of management is to earn a profit. If there gre no profits, there are no
jobs. If there are no jobs, there areé ho customerse If there are no
customers, there is no business and there is no nation. 3o the first
responsibility remains that of earnming a.profite .. ' -

That we must. discover is.that, in addition to that responsibility, .
there are others., .There are responsibilities to employees nob only to
pay & good wage but to assume responsibilities for certain welfare con-.
siderations, there are responsibilities 10 ¢ugtomers, there are Tespon—~
sibilities Lo the community, and tiere are respongibilities to the United
States of America that management must be just as conseious of and just’
as vigorous in executing as it is in carrying oub its responsibility to-
ovnership to earn a profit, . :

That is the picture a business should see. Bub suppose a management
looked at the picture and then said, "I am still stumpeds Whet do I do?
How do I go about setting up a framework in which to become cthical, to

ANt

carry out my responsibilities to these differcnt wnits?!

That raises the question of policy, because it is policy” that makes
all this possiblce I just cannot believe that any managoment, no matter
how.small or large the enterprisc may be, can honcestly carry out its
‘burden of responsibility to all the peoplc it owes an obligation unless
it has a framework of policy—-unless somcbody in management has sat down
and said to himself, "What docs our business believe? What is owr intenb?”

That is not casye I know many a top managemont cxecutive who*wili
admit under questioning that this is just about the hardest thing he has
to do. ' ’

Some vears ago I talked bo Gener&l Robert Ylood Johnson, President
of Johnson & Johnson in New Brunswick, Now Jorsey, end hc told me a .
story that has always amused me, although he was rathcr rueful about ite
One of his cxccutives ceme to him one Iriday a ternoon and said, "Look,
“we have all decided in onc of ouwr managemcnt committoc mectings that it
would be a good idea if we scb down what Johnson & Johnson. belicves aboub
its dealings with pcople, ™hat do ve ‘think aboub thé people who work o
for us and what is our inbent toward them?" He said, "o arc a bit sbumped,
and we thought we would come to yow as the head of the busincss to sce. | ‘
if you could holp us." Generel Johnson, in telling the story, said, "ell,

that's casy. I have bcen in the businces many, meny years, I have groun
up in it, I am the president of the busincss, and it will be a fairly
simple matters You will have itEMbnday morning, I°will work on it over
the week cnds" ' ' ‘ A

So he went home, sab doun a2t his desk that night, and, frece from
interruptions, procceded to try to think out, "What docs our company _
believe about peoplc? What is our intent?” Hec discovered it wras not so

Lo ey Bty B e L ? "' T,
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easy as-. he thought it was. He s;mnd the whole next two days on 1t and
when he came”in lbnday morning, he called in the gentleman who had seen
him and said, "Look, I just don't lnow. Bub let’° get to work on it
because welve got to find oub. And if it takes all the brains in this
bus1ness in conotant conference to develop ib, let's do it."

The Jjob became one that was so 1ntenge and one that fascineted
the e:ecutlves 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 pleaswe to atiend, a
series of meetlngs to write a conccpm of business ethics,

We began with General Johnson and a few other businessnen, whose
names you would knowe. We added representatives of the CI0 and the AFL.
The top social and welfare leadur and thinkers of the Catholic Church

became interested and asked 40 be allowed to participatc. The Frotestant
and Jewish churches joined ine Soon we had a f‘11~sca10 CTOQS*QCCuLQn
group vorknng‘on this jobe One of our meetings was held in the rk

Club in New York City, and I am guitc surc that. ohc,rmun Bi1l :mgslov had
his greatest shock ~then he saw the group of rabbis and catholic priests
going through the Stork Club on thoir way to the mrivate room upotuxrs
whore the meeting was held, :

The upshot of that confercnce was a vory fine llutlc volumc setting
down in writing what managcment believed aboub peoplce

There were squabbleos and bitter frictlons along the ways I remembor
that I left thom at onc stage of the discussion, saying I simply could not
agroe with the concept that therc is no such thing as being fair to
omployces without an organized labor union. The labor union lcaders and
the representatives of the churches insisbed that this coneept be pub in.
I could not accept tho concept that a labor union is absolutcly cssential
to the protection of the wolfarc of a workers Thorce wore others who lefh
for that rcason or othors, so we had a difficult time trying to reach -
‘agreement on what. could be saide Bubt it was an interesting experiment,
~and it domonstrates how difficult the job is of trying to pin dowm the

question of management cthics. ’ '

This is what I would proposc for a manager of an cntorprisc who
honestly wants to do this job, who looks zhead at this picture we have
draym of the' ehain of business rcaction with the United States arouna 1L,
and who says, "I would like %o try to mect thet obligatione!

I thirk the first thing he might do is to think in terms of policy,
Just as we thought in thosc_ucctlnbs, and try to. sct.dowm, "WLat dogs our
business belicve? Whab is ow intent?!

7
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Tho first stcp, obV1ovslj, would be study and rcscarche. It is
not a matter of simply ﬁxocutwnn at onces’ Studyand.-rescarch should
_precede the next step. o R

“Tho an* step is )ollcy dotermined bo“lo~ nﬂjvolicy determina—
tion, a third step I consider osuontiﬂl is rgductlon o twritings I usc
the teorm: "reduction to urwtan”" adviscdly. Hobody has cver pub somcthing
dovm in writing without rodueing it——rithout "odu0¢ng_thy,f“t off ity

"vott*nﬁ 411 the oxcess oub of ib, looking at it in cold blacl and hite,
and saying, "That just docs not scy Ofqujy viha t 1o mean it -to day.
;Tno”eforo, 1Lt’S revise it end 1mp¢ovb it P

L CAftow rbductlon to. Wriilng COmMCS COMNUN¢C&U10W. A policy is worth-
" less unbil it has been commumnicated to all down the line who need to know
it, who need to understand  it, and who wust hcve it int @riu:,ed, Lfter
Cmmunmmﬁm,amﬂmﬂyaﬂmrcmmmuctum,cwmo@mmmﬂm@mdfdlmh

L'lp-

Those are the steps in establishing .a policy. If those steps ar
follovied. carefully, a business can put ibself on an ethical nlane that
will carry out its every intent. It takes a lot of thinking and planning,
but 1t can be dones ' R I

Fow 1et us tsue, for a Cuuble of minutes, an exémple of how a policy
'mlgnt be studied, Drcpared, and communicated on, sayy the responsibility
‘of management to employees—the first iink in our chain after the manage-
ment linke A manaocment might say to himself after’some study and research,
"Fhat is it that our employees want Trom us as ménagement? Vhat are the
things that, by the very forces of human nature, mnalke taﬂm desire cerbtain
fundamental things from their jobs?" I7 that scems a strange approach,

I can only say that we do it in every other phasc of businesse Iy
shouldn't we do it with people? If wo plan to construct a building, w
study in minute ddtail what specifications we want, 1hat is the function?
That is the obgectlve And e plan, with ouwr blueprints and artchitect's
~diawings, .cvery st bep of the constructmoa——evorv partition, roof, and type
of matorial—to mcet tho obgoctvvc. Isn't the procedurc the same in tho
subgoct of ruS“OHSlblthy Lo'vmﬁlojuos? Try to determine whet the funda—

senval human naturc aspects of people are and then, if we can, try to
moot them in business ~71Lh the policy e vwould writce

I have boilcd it_down‘to six things that peopld wiant from their
jobs beoeausc of the naturc of human beings. laybe thore are more. aybe
it is ovc"ﬁ1m0¢ ficd, DBubt thosc six include m most of theme

‘T think, first of all, pcople want from their jobs inteoresting work.
Therc is nothing'much worse than being borcds If we can Iind our work cxcit
ing, intoresting, ar o challonge, cven the most repetitive task con be an ac
venbure every doye I think a man has roached the stage where his work is

DITEATD 7
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no longer interesting to him when, day after day, he wakes up in the
morning with the attitude, "I've got to go to work today and I don't
like ite" If he can wake up with the attitude, "I wonder whobt's going
to happen vhen I get there today-—it might be something new, it might
" be something different," that man has found an interest in his jobs.

Tt is the nature of owr modern mass production technigues to have
fairly monotonous ond repetitive tasks in many thingse. We are getiing
to be specialists cnd detailists in so many things that mony things we
do nust necessorily he uninteresting in themselves. What can e do about
that? Perhaps we can moke the workplace nore interesting, perhaps ve :
can vork out extracwricular activities, perhaps vie con provide something
that will stimulate the employee in ways other than by the naturc of the
Jjob itself, Bubt it is monogement!s responsibility, in my opinion, to see
to it that the work is intercsbting. ' ’ -

Number tio is fair pay. I fully realizc that meny polls talken of-
factory workers today come up with the conclusion that moncy is not :
important any more, that nobody corcs sbout the weekly pays all they want-
are pensions, and so one I have yot to acecept thote It still scems to
me that o man's basic weekly pey is just about as dmportant to hinm as
anything else in the job, if for nothing else than as a measure of his
successe. . -

That is why I put it down as "fair pay" instead of "good pay."
The question of differentials, for cxample, enters dnmto its If 2 man.
fecls that another worker with the some skill end with the some hazards.
and responsibilitics is ezrning more then he is, thot man is going to
be a disgruntled cmployee, becousc he immedintely feels, "I om discrini-
nated againste" I don™ care if hc is moking cnough moéncy to support.
his fomily in Iuwxwry; his focling still will be one ofy "It isn't criough
I sce somcbody who is doing the some thing and with the same skills
getting morc."

So moncy becomcs o measwrc of accomplishment in many respects.
I think the industry that overlooks the question of corcful job classi-
fication, cvaluation, ond andlysis, and o real consideration of - .
differentials between skills, hazeords, obilidics, ond rosponsibilitics
is making one of its biggest mistckes in meetbing the nceds of human
nature,

After fair poy T would put sccurity. Government,is a speciclist in
sccuritys Yowr sccurity story is bettor than anything industry has
deviscd yote " Industry now is trying to cateh ups Ve hove gonc into
pension plans, we have gone into sick bonefit programs, we hove gone into
some bypes of employment stabilizction to cub down the possibility: of
being laid off in the middle of o year; so thet e arc graduclly approache
ing the ideal in the cmployoc's mind thot he feels very strongly aboute .
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4T want to be comfortable and secures .1 don't want to have to worry
aboubt whether I have an income or nobta! .

Security really takes tiwree phases: -Security Dy tue woek——1if
I am il1l, will I be paid? Secwrity by the yoar—-if work lets up, will -
T be laid off, will I be put out of a job, what are my chances to have
stable employment throughout the year? And security for Jife-when T
am too old to work, what wwill happen to me; is there a plan to give me
subsisténce, or will I be cast aside lile an old shoe? '

After security, and logically joined with it, comes opporbunitye:.
I wds most interested to read, the other day, a very short, ons-sentence
statement attributed to General MacArthur. It caught my eye and appealed
to me a greszt deals, He said just this; "There is no such thing as.
security on this earth; there” is only opportunitys" I thought of the
British neople as I read thalt, becausc they have sort of traded oppor—
tunity for security. T thought of a greabt number of people living under
socialistic and communistic governmonts who have said, in effect, "ere;
you take my money, Mres Government, and spend it for something you think
T1d like to have. You know what to do with it botber than I dol." Ior
scourity, for the foeling of an umbreolla over the head, for nrotection
against any rainy day, thoy have traded away much of tho frecdonm, _
opportunity, and individuel initiative ue troasure in the United States

So T still think that opportunity is a big factor in the minds of
cmployees, particularly the younger oness I Imot, when I talk to owr
young ladies who pack pepper off the ends of the lines in ouwr spice
plants and tell them about the glorics of the pension plan and the
wonders of how much moncy they will got after they arc 65 years of tge,

" they look ab me out of those big blue cycs and say, in cifcet) "Tho, me?
Sixby-five?" And I can understand. thoir natursl focling that, "Sccurity
is something that just doecsn!t entor my mind at this points Itm going
to marry the boy next door, and all I am inbterested in is opportunity.”

If that is a vig factor, wc con do & lob about it. o can do
such things as merit rating, for example, to makc surc that meriv is
reccognized. Busincss has a long vay to go to cateh up with what you
have done in the armed scrvices in that regarde e can do meny things
in respeet to honcst promotions thaot sbill necd %o be donce ~

After opportunity I mould pub onc that does not cost very muchs
Tct us call it recognition. There crc two typos of roecognitions One
is praisc for & job well dones; to supploment cribicism for a job poerly
done--both arc csscntials The other typc 1s onc thet nocds o be
recognized cven more, and that is rccognition as an individual human.
beings I don't lmow of anything that a scrvieoman rescents more than
being known as a number on o dog tage T don't know of anything that
an cmployce resents morc than being knovn as & numbcer on & poy rolle
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People like to be thought of as individual human beingse. They want to be
recognized by their immediate supervisors by name and with some under—
standing of their family problems, where they live, how they live, and
what they are interested ine It is a natural humen desire, and the
‘business that develops it and capitalizes on it is likely to find that

it has done a most invaluable thing for its good relations with
employees.

g Finally, there is participation. Pmrticipation and recognition
are not exactly the sames. It is one thing to recognize somebody; it is
another thinz to give him a chance to take part in what you are doing.
We in-business have overlooked that one conumderably. Vie have said to
ouwrselves, "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 things are generally fair, haven't we done enough?' I don't think
soe I'don't think we have done enovgh until we find a way Lo utilize
the ideas and abilities of all the people we have for the good ox the
business and for their oun good and-: tnnlr ovn ufalnlng.

At McCormick & Company, since 1932, we have done it through a
system we call "multiple manogement." It embodies two big principles.
One.is that every cmployee of ouwr business sits in at a monthly meeting
of employees presided over b+ the chalrmhr of ow Factory Board of -
Directorss. They hear what the company is doing end arc kept posted,
~through owr verbal communication system, on any neow developments in
company activiticss At the end of the mecting they tell us what is
- on their mindss On controversial subjccts we break the group down inbe
small units of 50 to 100 people and invite thoir discussion, comment,-
and questionings So we have truc communicction as defined by Webster,
"the intorchange of thoughts and opinions," rathor thon the ‘simpleo |
comminication of thoughts and opinions uithout right of intorchange.

The sccond phasc is onc that bakes into account peoplc like you in
ow business, pecople whom we have tapped for lecadership positions, men
in junior executivw'cupgciﬁies or assistant depoartment head categorics
vhom we expect somedey to be lcaders of the business. Thosce wic scrve
in this way: We ask them to take part on a junior boord, a factory boerd,
or a sales board, all opcrating under the stockholder-elccted Senior -
Board of Dircctors of owr company. They perticipate in the sensc that,
at their board tebles, under the guidance of their cheirman and secretary
and undecr the oporations of their own bylaws prepared by themselves,
they discuss anything in the business that intorcsts thom and scnd
rcecommendations vp to top monagement for finel cpproveles They moy invite
any of us to come down and mect with them and onswer guesbtions, bubt.we

may not attend their meetings cxcept by invitation, ‘

They have rolled out literally thousonds of ideas for the good of
ouwr business, and a most valuablo by-product has boen cxccubive development.

1l
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They have learned to manage in the best way that one can learn to
menage, and that is by managing.

mbers of those boards. ith

They receive a director's fee as mem
other employees, they share in the wrofits of ow company, which isthe
vltimate in participation. If people help to earn profits, it is our
belief that they should participate in the mrofits that their productive
efforts have made. ' ' T .

e
B
n

These, then, are fairly representative»examples,of what a busirness
may do ethically to meet its obligation to employeess ‘Those policies have
been studied and rescarched, they have been determined, they have been
reduced to writing, they have been communicated, and bthey ore teing
executed and followed up every daye. Any business cen do the samc.

Tet us toke the subjoct of customerse ~What do customers oxpect
from & monagement that is interested in ethics toward them? I can
think of tihree things, roughly, that will give you en idea of what we
mean; there arc mony others.

Isn't responsibility the first thing that custbomers cxpect?
Don't they expect morc than anything elsc that the company will stand
behind whatever products or scrvices it offers? Hot all businesscs are
willing to do thats Ve have such bthings as the Federal Food and Drug
Act, we have such government regulations as controls over unfair and
untrue advertising, and so on, £o cateh the unscrupulous. Those are
good thingse. I om all for thone They protect the good businessmen against
the few bad. Bubt most of business simply knows thab it just is not smart
to tell a liee Llost of business knows thot is just is not good business
to misrepresent; that it must accepb responsibility for everything it
says and what the customer secs in the product or scrvice supplied him.
So really the first responsibility is rcesponsibility itself.

How reliable is this business? How dependable is it? Over a
period of time thot roliability and dcpendability becomes the greoatest
assct 2 business possesscs. then people look at & brand name on a
sholf and say to thomselves, in cssencc, "I will buy that brand becausc
T have bought it before, I have found it good, and I think it is all
right," then that busincss has on asset that is morc priceless thon
anybhing clsc it oums. ‘

Tair valuc is the noxt thing for which I think & business 1s
responsible to customerss I dontt mean, ncecssarily, unusunlly good
quality or unusually low pricce If night be either one, or both, or
a combination.

For cxample, ask yourself, "Is it cthical for the Cadillac Comparny
to soll a motor car at the highost price of any motor car there is? And
is it ethical, then, if that be true, for the Chevrolet Company, a part
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of the same great corporatlon, to sell a riotor car at the 1ouest price

in that corporation?s line of products?™ What is the difference?” Isn't
it quality? The Cadillac people tell you in all swncervty, "Look, we've
got a hand-tooled car that we consider the best that can be nade, and e
ask you to pay for ite. If you want the qnalwty and if you have the money,
here it is." The Chevrolet pcopl“ tell you, on the other hand, '"Here is
a car--the best we ‘¢can make for the prices It's not & Cadillac, it's

not tooled to perfection, but it is a 9ood vaiue because the prlce is
right for the quality available.! I insist that both are right, because
they are offering fair value anm ne:tknr is failing in its responsibility
to cagtomers. - : '

Finally, I think uniformity is a responsibility to customers as
an ethical part of any business. You *ould be surprised how much business—
men spend on quality control to male sure of uniformity. You would be
surprised how much they sycnd on inspections, establishment of standards,
and checking of standards %o make sure of miformity. It cdozs not neke
the moduct any better, it does not make the »rice any lower, it docs-
not increase production--it slows it dovin--bub it asswres the cusbomer
that each unit mill be the same as the onc that went before. £nd that
is so important e responsibil ’Ly of manageoment to customers that we arc
willing to spend what it takes to mainbain ow laboratorics and our
:nspectlon systems to assurc uniformity, '

ihese, brncfly, are roﬂponsibilitics of a management that operates
in an ethical way. Those responsibilitiss cxbend +o owncrshlp, flrut
to make a profit; to cmployces, soconcTy, to assume a trustceship for
certain things that people want from their jobs, such as interesting
work, fair pay, sccurity, opportunity, rccognition, and pn ~ticipation;
to customers, thirdly, for responsibility, for fair valuo, and for
uwniformity; and, fina 11], above all, is the transcending &mporuancc of
management 's responsibility to the United States of ﬁmorlc

cl- f3]

)

Thank you.

COLONEL BARNZS: You might start the discussion, Ir. Reid, by
cxplaining to the class youwr owm company's policy on its "ﬂsPons~u111ty
to the community.,

MR, REID: Yos. I found I was running & little short of time on
the prescntation and did not go into the ebhical responsibilitics of
management. to the community.

In our ovm compeany we belicvo thet is Just as 1mpor*ent as our
cthical responsibility to employccs and to customors ond have done it
in this way: We have said, Ilrub of 2ll, thot any onc of our oxceutives
who rcach the cminenee of membership on thc Senior Board of Dircctors
(our top manogement group of Hbout 20 men, clected by the stockholdors)
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should have time on his hands to do sone things besides his regular
jobs If he does not, there is something wrong with him; he has not
learned how to delegate. He -should have others who can carry out
details for him, and he should be free therefore to devote a part of
nis time to community activity. - ' . s L

So we not only permit our execubives to: take part in civie affairs,
we not only encourage them, but we require them to do s0s- Tvery member
of our Senior Board of Directors has an assignmente . I¥ is not handed
to him with the siatement, "You will do this.® -He ©inds his own level,’
he seeks his own interest, he debermines what it is he would like to do,
and then we ask him vo carry ‘through on”it, and we give himthe bHime 1t
takes to do ite. If it takecs some money, e freguently will make it o
possible for that money to be made availabley too, for travel eXpensc,
and S0 one c T ' ‘

Tn my ovn case, i bccawme intercsted in matters of Tocal. governmnent.
T+ secmed to me that vc uwere just . nob rounding out our respohsibiliﬁy»" _
to the community in providing a president of the Rotary Club, .a potentate
of the Shrine, or the head of this and the head .of thatj that wie vere nob.
really doing our job until we got somebody in local governmént. -

Tt is all right for busincss to gripe about government and “sound
off about how poor it is, bub it is vory unusual for business to do.
amwhmgahmtitbypmmmgtumcmnmazﬂﬁogmmﬂmmﬁ,tbwmyzgmmﬂ@
into government means gebting into polities, and that méans gobting 7
your hands dirty on something that is sort of unpopulare Bub wo did ib,
hot as a command, bub simply with the statoment, "You ~7ill have owr
blessing to take the time it takes to do this Jjobe" S

T ran for the Baltimore City Council, was elcctedy and have scrved
three and a half years of a four-ycar teri - Yearwhile, we arc sponsor—
ing young men to swing into government activilty. . I

These are represcniative obligabions to the community thet we
belicve it is part of our job to wndertake to dos 1o arc not alonc by
any manncr of mecanse Therc are literally hundreds of businessos that
arc doing the same thing all oveor tbie United Statese '

T belicve that wo arc reaching a concept of rosponsibllity not only
to cmployccs, customers, and owncrs, but to the community and the
Government as wolls . '

QUESTION: Sir, would you likc to comment on the application of
business ethics to the systen of administrative pricing that tic have
nov? '

IR. RETD: Yess I think that question is a very fair oncs

14
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The system of administering prices that’we have not, however, is,
in my opinion, determined by the competitive, free enterprise systems I
know, from our discussions of pricing mavters in our ovn company, that
we cut the mawrgins of profit just as close as we can vhen we see that we
have to do it bocause compotition will take our business away if we don't,
I think that is the real protcetion to the customer on pricing.

; So long as that cxists, so long as wie actually do have free compe~
tition, and so long as we honostly meintain a froc, competitive cnterprise
systom, then our pricing administration is going to be made ethical beceause
of practical reasonss "I would not go so.far as to say that managenent is
going to be cthicel on pricing simply to be good or simply to be morale-’
Tt i1l do so because of vory practical competitive considerations.

QUASTION: 1!, Reid, I have looked at the.depreciation rescrves of
corporations for some time. Without them, from the vicrpoint of a stock-
holder, I could got bigger dividends; as an cmployce, I cotld get bigger
wages; as a cusbomer, L could get lower pricese With them, you are pro-
venting me, as a banker, from loaning you meney at a future datc. How
the question of cthics comes up, and I would appraciate a stobonment as
to how management viows and rationalizes the csteblishment of such
PCSCrVess , : '

MR. REID: Depreciation reserves have always struck mc as honecst
accounting, I am trying to determine whether there is any fcecling in :
yowr mind that they arc not proper or that thoy should not be established,

QUZSTIONER: They arc disclosed, I roclize, in every stateomente :
Byt I was just looking at thom from fouwr dircctions, and they do not scem
to make scnsce ' ‘

R. REID: I would put it this way: It scems to me that allowance ;
for deprceiation is just as rcal a business cxpensc as uages or any other
business cxponse that we have. If we foil to take it into account, we
arc going %o come .to a vory rudc awakening someday. It moy be deferred,
but we simply sould find owrsclves in o very bad position if nc did nob
allow for the foet of deprecictions We do have deteriorction, either
because of obsolascence or simply the passage of time. o

T think what business can do about it is to cxoreisc its cthical.
considerations in detcrmining the amount of the rosorves. and”the period
over which o cortcin amount of cquipment is allowed to deprecictc. . In
our casc, for cxamplo, we have favorced Jong~term dopreciotion on . buildings:
and on all cquipment that ¢ honestly belicve will last throughout its
lifcs But we have been very frank with owrsclves in pubting o short-bterm
depreociction on equipment that wé know is subjcct to obsolescence because
there will be improvements on ite We don't hide it. We have ncver felt
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that we should lpave it out of the annual’ report or not reveal it Lo
employees, It is there.

The realistic and ethical.approach to depreciation reserves, it
seems to me, is not to eliminate them but to be honest about them and
make sure we establlsh them falr;y. o :

QUFSITO”* T& Reld, you gave us a talk that might well be classed
businéss statesmanship" and' something that all business could very well
emrloy. In all my listening to speeches, I have yeb to hear one-on %
responsibilities of govornment to buglness, or of employees and unvons

4o business, ‘Laybe, for ethical reasons, you did not feel like dis 051ng

these subjects, I was monaerlng if you would tell us how you. feel aoouU
them. .

é

MR, REID: I did not discuss them hot so much for ethical reasons
as for the rcason that they were nob. part of *he uubgﬁct assigned,

Each of them rﬁajly‘ls a toplc in iteslf, Darblca*allv the responsi—
bilities of labor unions, which I anm vonSdefablv oxcreised about and
which I cowld discoursc on for howrs on ende I fostified before o Scnate
comnittee just a few months ago on that very questions. - I regretfully
announce that nothing has come of 1t and- that we are still in the same
position as we were before, Thab hud to do with the entire subject of
the responsibility of labor unlors, since ‘they have approached monopoly
position in many industries that is ¢quivalont uO “the monopoly pos:tlon,
or accusations of it, of business managements For cxample, it is gquite
true now thet the antitrust. laws, which were designed to proteet the -public
against monopojlstlc prrctlcou in industry, should now be extended, . in
my opinion, to labor unions becausc they have reached wonopollsulc ro—
portions that go far beyond the ildest. dreams of any of our busincss
managerss Our plea vas that we simply cxtond to- labor unions the: same’
government regulations, particularly ap pllCLtlon of the antitrust laws,
that we have alrecady applied to busincsse The outery ab.that very
suggestion: could hove been heerd for miles. ‘and milcss Yet, I think it
is still pcrfoctlj recasonable, I, think it is cntirciy fcasible, and I
hope somoduy that we ”111 soe 1t. SRR SR

As to govornmcﬂt +hdt, ag in, is. storv et 1rclv in itsclf, 1
pcrsonally would. bo setlsflod if govcrnmpnt wrould: simply .acecpt the .
position of. oovng réguldbory ageney and nob ncccssarily 4 business
opcrating agencya If that contlnuc¢~—and so far we have had it just
about that way-—I will-be content that. gOVﬂrnr ant's rosponsibility to
business has beon met satisfactorilye. . I think, furbher, that government
must be impartial, and I cannot agrcc that the préscent Govermaent is
impartial, particularly in its indiezbion of interest end’ favoritism on
the part of management and labor.
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QUESTION: Ifrs Reid, in your coverage of -the "ethical responsibilities -
of management, you left out your'responSibilities1to‘y@ur compebitors
and to the industry which you represenbs I wonder if you mould mind
commenting on that.. B T

T have in mind, for instence, something that is not toc  good-an
example,” bub it may serves One oi,yqur'COmpetitprsfis quite good, we
will say, and he has in a particular 'spot a man mho is the one really
giving you the trouble. So’you hire him away from your. competitor and
use him yourself, As T say, that may not be a good example, but. would
you .mind comaenting on it? | c S S

MR, REID: I would be glad tos. Lot e say first that we would
not do any such things Host businessmen will $ell you that sueh direct
piratinggis.usually not only inefféctive'in the resulis you expect to
achieve, bubt in the long run causes more difficulty and rcotaliation than
results from the regular employment processe SR

So I would say that oup attitude tovards competitors’ is roughly one
of a footbzll team toward an opponente Ve are zood fricnds excephb during
the game,. and ve arc out. to wine ‘e will do everybthing that vie can. within
ethical concepts 1o wine  DBub i it roaches thc stage of having to hit
below the belb, if it rcaches the sbage of nelipping,® we.arc not going
to do it. Tie would profor to be able to Yive with owrsclves and be happy
with ourselves, and e foel in the long run it just is not worth it pilus
the fact that if you clip and hit below the belt, your opponent clips and
hits below the belt back at youe Soric of them do it aryways Those people
would be even morc inclined to make it tough for you if you tried uniair
mothodse - ' S ' ’ :

Specifically, on your cxample, ve would not cmploy a man lile that,
nor <rould we cxpect owr competitors to do soe It has never happened, and .
I don't think it ever wille ‘ ,

QUESTION: Ike Reild, is not cthics in mancgorent on the verge of
being rather sorcly tested sn the near futurc when the impoct of military
orders contravencs the profit taking or the profit potentials of busincss?
If so, how will industry rmect that cothically?

1R, REID: You arc cnbirely rights I think thot is whet I had in
mind in discussing at somc length this map of the United States around
the chain of business rcactions I can only hopec that businessmen will
risc to it and meot it properlye T cennot say thet thoy wille I wish
T coulds I cannot spcak for thom.

T do think this: The best way to meke surc that it is done is -to
appeal to an cnbire industry, beeause the gentleman's quostion aboub
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competition is very well taken, and the prineipal thing a business wants
to know, in giving up profits-in order to render a national service, is,
M1 my competitor get an edge on me while I'm being patrictic?" If he
can be shown that it is an industry operation and not necessarily a =
company operation, then he will be wuuh more likelv to participate.

- Vie found ourselves patriotic 1n'World Uz 1T to the exbent that we
took a big lickinge We had a limited amount of pepper. It was in very
short supplye I was in charge of government contracts. I appealed to.
our managerent to give me so many tons of peppor Yo supply urgent requests
we had from the armed forces, Our management decided after a board
meeting to do it~-not once, but twice, three tlﬂvu, meny bimess e packed
the peppor for the armed forces and shipped it. Ve dissipated owr avail-
able suppliess ~Some of owr compctitors, on the othor hund, rofused to bid,
refused to help, accumulatod their supplics of pepper, and dumped it on
‘the eivilian market. When we could not supply our customcrs, thoy swung
away from us and over to our competitorse The th1ng that we will be
inclined to watch this time is that whon thers a domend for peppor, the
demand is put to tlhie industry rathor than to a company and thot the

1ndustry Jjoins in the activitys

I don't think that mane gcmont ig ﬁblnv to be inelined to say. "nos"
- I think that it is going o be Cﬂhb“Ouo, to make surc that all nltnln
can industry ore treated fairly a nd glven cguel conuldoranlohs. ’

‘COLONEL BARNES: I -am sorry, gont¢cmcn, the time has come whcn
- we must stopo - o

You can sce from the showing of hhnds, T wad, that by no means
has the class! curiosity expended itsclfs 7ie do uUpPOCluLO your coming
down herees You have been very frank and very inspiring. Thank you
very muchs - :

M. REID: Thank youe
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