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M r .  L y l e  S p e n c e r ,  P r e s i d e n t ,  S c i e n c e  R e s e a r c h  A s s o c i a t e s ,  was  
b o r n  in A t l a n t a ,  G e o r g i a ,  10 May 1911. He a t t e n d e d  D a r t m o u t h  C o l l e g e  
and  t he  U n i v e r s i t y  of W a s h i n g t o n ,  r e c e i v i n g  h i s  B . A .  f r o m  the  l a t t e r  
in  1933. He was  a m e m b e r  of P h i  B e t t a  K a p p a  and  D e l t a  Kappa  E p s i l o n ,  
a nd  a m e m b e r  of  t h e  r o u n d - t h e - w o r l d  d e b a t e  t o u r  u n d e r  the  a u s p i c e s  
of t he  U n i v e r s i t y  of W a s h i n g t o n  and  t he  U . S .  O f f i c e  of  E d u c a t i o n ,  1933 -34 .  
F r o m  1934 to 1935,  he  was  an  i n s t r u c t o r  in  s o c i o l o g y  a t  the  U n i v e r s i t y  
of W a s h i n g t o n  w h e r e  he  o b t a i n e d  h i s  M . A .  in  1935.  He a t t e n d e d  t he  
U n i v e r s i t y  of C h i c a g o  f r o m  1935 to  1938, a n d  was  a U n i v e r s i t y  F e l l o w  
in S o c i o l o g y ,  1 9 3 6 - 3 7 ,  and  a M a r s h a l l  F i e l d  F e l l o w s h i p  in S o c i o l o g y ,  
1937038.  In 1940, he  was  s e l e c t e d  a s  one  of  t h e  c o u n t r y ' s  i 0  o u t s t a n d i n g  
y o u n g  m e n  by the  U . S .  J u n i o r  C h a m b e r  of C o m m e r c e .  F r o m  1938 to  
1942, he  w a s  P r e s i d e n t  of S c i e n c e  R e s e a r c h  A s s o c i a t e s .  In 1945 he  
was  d i s c h a r g e d  f r o m  the  U . S .  A r m y  a s  a l i e u t e n a n t  c o l o n e l  a f t e r  h a v i n g  
s e r v e d  fo r  t h r e e  y e a r s  in  the  I n f o r m a t i o n  a n d  E d u c a t i o n  D i v i s i o n  a s  
E x e c u t i v e  O f f i c e r  of  t he  R e s e a r c h  B r a n c h  a n d  C h i e f  of t he  A n a l y s i s  
and  P l a n n i n g  B r a n c h .  He s e r v e d  in A f r i c a ,  I t a l y ,  F r a n c e ,  a n d  G e r m a n y ,  
a n d  was  a w a r d e d  t he  L e g i o n  of M e r i t  a n d  t he  B r o n z e  S t a r .  S ince  1945, 
he  has  b e e n  P r e s i d e n t  of  S c i e n c e  R e s e a r c h  A s s o c i a t e s .  He is  a m e m b e r  
of the  B o a r d  of  D i r e c t o r s  of a n u m b e r  of  c o m p a n i e s ,  f o r m e r  N a t i o n a l  
V i c e  P r e s i d e n t  of  t he  Youn t  P r e s i d e n t ' s  O r g a n i z a t i o n ,  and  a m e m b e r  of  
t he  N a t i o n a l  C o u n c i l  of C o n s o l t a n t s ,  S m a l l  B u s i n e s s  A d m i n i s t r a t i o n .  
T h i s  i s  h i s  f i r s t  l e c t u r e  a t  the  I n d u s t r i a l  C o l l e g e .  
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C O L O N E L  SEEDS: Good  m o r n i n g .  One of the m a j o r  c h a n g e s  in 
the  c o n d u c t  of a b u s i n e s s  e n t e r p r i s e  s i n c e  the d a y s  of o u r  f a t h e r s  and  
ou r  f o r e f a t h e r s  is  the  ex t en t  to  w h i c h  b u s i n e s s  today  m u s t  m a k e  p l a n s  
fo r  and c o n s i d e r  the  m a n a g e m e n t  of the peop le  tha t  c o m p o s e  the  w o r k  
f o r c e .  T h i s  n e e d  fo r  u n d e r s t a n d i n g  h u m a n  r e l a t i o n s  i s  an  e l e m e n t  to -  
day  of m a n a g e m e n t .  Top m a n a g e m e n t ' s  e f fo r t  to d e a l  m o r e  e f f e c t i v e l y  
wi th  th i s  r e l a t i v e l y  n e w  r e s p o n s i b i l i t y  f o r m s  the t h e m e  of o u r  l e c t u r e  
th i s  m o r n i n g ,  w h i c h  i s  e n t i t l e d  " T h e  Ro le  of the E x e c u t i v e  T o d a y . "  

It i s  a p l e a s u r e  to  w e l c o m e  to the p l a t f o r m  and  p r e s e n t  to t h i s  y e a r ' s  
c l a s s  o u r  s p e a k e r ,  M r .  L y l e  M.  S p e n c e r .  

MR.  S P E N C E R :  It r e q u i r e s  a good d e a l  of t e m e r i t y ,  to  a p p e a r  
h e r e  t o d a y  to t a l k  on th i s  top ic  w h e n  e v e r y o n e  p r e s e n t  i s  a m a j o r  e x e c -  
u t i ve  h i m s e l f .  On ly  the  though t  tha t  th i s  m e e t i n g  s e r v e s  a s  a k i cko f f  
fo r  ou r  d i s c u s s i o n  l a t e r ,  w h i c h  I hope wi l l  p r o v i d e  n e w  i d e a s  fo r  a l l  
of us in th i s  f i e ld ,  h a s  p e r s u a d e d  m e  to a t t e m p t  th i s  t a l k .  

One of the po in t s  abou t  t h i s  top ic  tha t  c o n t i n u e s  to s u r p r i s e  m e  i s  
the  a m o u n t  of i n t e r e s t  a m o n g  e x e c u t i v e s  in the  q u e s t i o n  of e x e c u t i v e  
d e v e l o p m e n t ,  p o s s i b l y  b e c a u s e  u n d e r n e a t h  our  c o n f i d e n t  e x t e r i o r s  a l l  
of us  s e c r e t l y  f ee l  t ha t  we a r e  not  do ing  n e a r l y  as  w e l l  in  o u r  e x e c u t i v e  
jobs  as  we shou ld .  

T h e  e x e c u t i v e  i s  a top ic  t ha t  has  c o n c e r n e d  e v e r y  t h i n k e r  r e s p o n s i b l e  
fo r  r u n n i n g  a l a r g e  o r g a n i z a t i o n  a l m o s t  s i n c e  we have  had  s o c i a l  o r g a n -  
i z a t i o n s .  Not  long ago  I w a s  r e a d i n g  s o m e  c o r r e s p o n d e n c e  b e t w e e n  
J o h n  A d a m s  and T h o m a s  J e f f e r s o n  w r i t t e n  in 1813. A m i d s t  t h i s  e x -  
c h a n g e  of l e t t e r s  A d a m s  c o m p l a i n e d  tha t  a r i s t o c r a t s  m o n o p o l i z e d  the  
e x e c u t i v e  p o s t s  of t ha t  t i m e ,  and  tha t  t h e y  got  to be  a r i s t o c r a t s  by f ive  
r o u t e s - - t h r o u g h  b e a u t y ,  w e a l t h ,  b i r t h ,  g e n i u s ,  and  v i r t u e .  On ly  the  
l a s t  two of t h e s e ,  he  s a i d - - g e n i u s  and v i r t u e - - w e r e  r e a l l y  a c c e p t a b l e  
c r e d e n t i a l s  for  an e x e c u t i v e  p o s i t i o n .  

M r .  J e f f e r s o n  w e n t  e v e n  f u r t h e r .  D e s c r i b i n g  e x e c u t i v e s  who ob-  
t a i n e d  t h e i r  p o s t s  t h r o u g  h w e a l t h ,  b e a u t y ,  o r  b i r t h  a s  " a r t i f i c i a l  a r i s -  
t r o c r a t s ,  " he p r o p o s e d  wha t  a m o u n t e d  to a F e d e r a l  s c h o l a r s h i p  s y s t e m ,  
to a s s u r e ,  as  he s a i d ,  a c o n t i n u i n g  flow of e x e c u t i v e  t a l e n t  f r o m  e v e r y  



cond i t i on  of l i f e ,  c o m p l e t e l y  p r e p a r e d  by  e d u c a t i o n  f o r  d e f e a t i n g  the  
c o m p e t i t i o n  of w e a l t h  and b i r t h  f o r  p o s i t i o n s  of pub l ic  t r u s t .  Now,  
m o r e  than  140 y e a r s  l a t e r ,  a t t e m p t s  a r e  s t i l l  b e i n g  m a d e  to g e t  t h i s  
s o r t  of b i l l  t h r o u g h  C o n g r e s s .  The  F o r d  F o u n d a t i o n  r e c e n t l y  put  up 
t w e n t y  m i l l i o n  d o l l a r s  to ge t  a s i m i l a r  i d e a  r o l l i n g  by c r e a t i n g  the  
N a t i o n a l  M e r i t  S c h o l a r s h i p  P r o g r a m .  

R e s e a r c h e r s  in th i s  f i e ld  ho ld  s h a r p l y  d i v e r g e n t  v i e w s  abou t  how 
i m p o r t a n t  the  r o l e  of e x e c u t i v e  d e v e l o p m e n t  i s  and wha t  c a n  r e a l i s -  
t i c a l l y  be  done  in the way  of t r a i n i n g  e x e c u t i v e s .  One s c h o o l  h o l d s  
tha t  t h e r e  j u s t  a r e n ' t  v e r y  m a n y  good e x e c u t i v e s ,  e x c e p t  f o r  t h o s e  of 
us  h e r e  in the  r o o m  today ;  and tha t  the low b i r t h r a t e  of the  t h i r t i e s ,  
the l a c k  of t r a i n i n g  o p p o r t u n i t i e s  d u r i n g  the  d e p r e s s i o n ,  and  the  huge  
i n d u s t r i a l  e x p a n s i o n  tha t  ha s  gone  on u n a b a t e d  fo r  the l a s t  f i f t e e n  y e a r s  
has  c a u s e d  t h e  m o s t  s e v e r e  e x e c u t i v e  s h o r t a g e  tha t  we  h a v e  e v e r  
known.  T h e s e  f o r e c a s t e r s  b e l i e v e  tha t  the  s h o r t a g e  wi l l  p r o b a b l y  c o n -  
t inue  fo r  at  l e a s t  the  nex t  t en  y e a r s ,  and  tha t  it  i s  m o r e  l i k e l y  to put  
the b r a k e s  on o u r  c u r r e n t  b u s i n e s s  b o o m  than  e v e n  the c u r r e n t  s h o r t a g e  
of b a n k  c r e d i t .  

A n o t h e r  s c h o o l  of t h o u g h t - - a n d  not  an  i n c o n s i d e r a b l e  o n e - - h o l d s  
tha t  e x e c u t i v e s  a r e  r e a l l y  ju s t  f l a t t e r i n g  t h e i r  own e g o s  wi th  s u c h  ta lk ;  
tha t  the  pa th  to the  top i s  p a v e d  wi th  the  b r o k e n  d r e a m s  and  a m b i t i o n s  
of good  m e n  who have  b e e n  s h o u l d e r e d  a s i d e ;  and tha t  n e a r l y  e v e r y  
c o m p a n y  h a s  m o r e  m a j o r  l e a g u e  e x e c u t i v e  t a l e n t  than the Y a n k e e s '  
f a r m  c h a i n .  

I p e r s o n a l l y  l e a n  t o w a r d  the  f o r m e r  v i e w ,  and b e c o m e  m o r e  c o n -  
v i n c e d  of i t  e v e r y  t i m e  I t r y  to f ind ~he r i g h t  e x e c u t i v e  fo r  an  i m p o r t a n t  
pos t  in m y  own c o m p a n y .  R e c e n t l y  I w a s  a m e m b e r  of a c o m m i t t e e  
t r y i n g  to f ind  the  r i g h t  m a n  to h e a d  a m a j o r  M i d w e s t e r n  u n i v e r s i t y .  
L i k e  a l l  p e r s o n n e l  peop l e ,  we s t a r t e d  out by  s e t t i n g  up o u r  job c r i t e r i a .  
We d e c i d e d  tha t  t h e r e  w e r e  at  l e a s t  f o u r  m a j o r  c r e d e n t i a l s  i n v o l v e d .  
F i r s t  of a l l ,  we f e l t  tha t  the  p o t e n t i a l  p r e s i d e n t  had  to be  v e r y  b r i g h t ,  
as  b e f i t s  a d i s t i n g u i s h e d  i n t e l l e c t u a l  l e a d e r .  Second ,  he  n e e d e d  to 
have  the  f i n e s t  t r a i n i n g  and e x p e r i e n c e  and  to  c o m m a n d  the  r e s p e c t  of 
h i s  p e e r s .  T h i r d ,  he had  to u n d e r s t a n d  y o u t h  and the p r o b l e m s  of a d o -  
l e s c e n c e .  F o r t h ,  s i n c e  the u n i v e r s i t y  had  a l a r g e  f i n a n c i a l  d e f i c i t ,  
g r o w i n g  l a r g e r  e v e r y  day ,  he m u s t  be  a d y n a m i c ,  s u c c e s s f u l  m o n e y  
r a i s e r .  

W e l l ,  we  got out th i s  l i s t  and sen t  i t  a r o u n d  to a n u m b e r  of p e o p l e ,  
i n c l u d i n g  an E p i s c o p a l i a n  b i s h o p .  He w r o t e  b a c k  tha t  he  had  the  n a m e  
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of  e x a c t l y  t h e  m a n  w e  w e ' r e  l o o k i n g  f o r ,  b u t  he  d i d n ' t  m e n t i o n  h i s  n a m e .  
So we  w i r e d  b a c k ,  a n d  t h e  r e t u r n  a n s w e r  w a s :  " H i s  n a m e  i s  P a u l  a n d  
he  w a s  l a s t  s e e n  in  t h e  v i c i n i t y  o f  T a r s u s  a b o u t  t w o  t h o u s a n d  y e a r s  a g o .  

O u r  g r o u p  h a s  d o n e  s o m e  r e s e a r c h  w o r k  in  t h i s  a r e a  w i t h  a n u m b e r  
of  m a j o r  c o m p a n i e s  on  b o t h  e x e c u t i v e  s e l e c t i o n  a n d  d e v e l o p m e n t ,  p a r t i c -  
u l a r l y  w i t h  y o u n g  e x e c u t i v e s .  I w o u l d  l i k e  to  t e l l  y o u  t o d a y  a b o u t  s o m e  
of  t h e  w o r k  w e  h a v e  b e e n  d o i n g  o v e r  t h e  p a s t  f o u r  y e a r s  w i t h  a g r o u p  
c a l l e d  t h e  Y o u n g  P r e s i d e n t s '  O r g a n i z a t i o n .  I t ' s  a g r o u p  of  s o m e t h i n g  
o v e r  a t h o u s a n d  m e n  a n d  w o m e n  w h o  h a v e  b e c o m e  p r e s i d e n t s  of  c o m -  
p a n i e s  d o i n g  m o r e  t h a n  a m i l l i o n  d o l l a r s  w o r t h  o f  b u s i n e s s  a n n u a l l y  
b e f o r e  t h e y  t h e m s e l v e s  r e a c h e d  t h e  a g e  of  f o r t y .  M o s t  of  t h e s e  m e n  
a r e  s t r o n g l y  e x p a n s i o n - m i n d e d ,  a n d  n e a r l y  a l l  of  t h e m  f a c e  t h e  k i n d s  
of  p r o b l e m s  t h a t  I s u s p e c t  m a n y  of  y o u  do  in  y o u r  e x e c u t i v e  p o s t s .  

T h e  c o n s e n s u s  o f  t h i s  g r o u p  i s  t h a t  t h e  g r e a t e s t  b o t t l e n e c k  t h e y  
f a c e  i n t h e  f u t u r e  g r o w t h  of  t h e i r  b u s i n e s s e s  i s  l a c k  of  a d e q u a t e  t a l e n t  
in  t o p  m a n a g e m e n t  t e a m s  a n d  in  t h e  e c h e l o n  j u s t  b e l o w  t h i s  l e v e l .  

O n e  of  t h e  o t h e r  p r o b l e m s  p o i n t e d  u p  b y  t h e s e  s t u d i e s  i s  t h a t  t h e  
i n f l o w  of  e x e c u t i v e  p o t e n t i a l  i s  n o t  w h a t  i t  m i g h t  b e .  W e  f i n d  s o m e  
c o r r o b o r a t i v e  e v i d e n c e  of  t h i s  in  s o m e  of  t h e  t e s t i n g  t h a t  we  d o  f o r  
t h e  S e l e c t i v e  S e r v i c e  A d m i n i s t r a t i o n ,  w h e r e  we  f i n d  t h a t  t h e  s t u d e n t s  
w h o  a r e  p r e p a r i n g  to  b e  b u s i n e s s  e x e c u t i v e s  t h r o u g h  t a k i n g  b u s i n e s s  
a d m i n i s t r a t i o n  c o u r s e s  t e n d  t o  b e  b e l o w  a v e r a g e  i n t e l l e c t u a l l y  a s  c o m -  
p a r e d  to  o t h e r  s t u d e n t s  a t t e n d i n g  o u r  c o l l e g e s  t o d a y .  T h e y  a r e  c o n s i d -  
e r a b l y  b e l o w  t h e  c a l i b e r  o f  t h e  s t u d e n t s  w h o  a r e  p r e p a r i n g  to  b e  e n g i -  
n e e r s ,  s c i e n t i s t s ,  l a w y e r s ,  o r  d o c t o r s .  

M a n y  of  t h e s e  y o u n g  p r e s i d e n t s  h a v e  u s e d  p h r a s e s  a l o n g  t h i s  l i n e :  
" I f  we  c a n  s o l v e  t h e  p e r s o n n e l  p r o b l e m s  a t  t h e  e x e c u t i v e  l e v e l ,  s o m e -  
h o w  m o s t  of  o u r  o t h e r  p r o b l e m s  w i l l  s o l v e  t h e m s e l v e s . "  

N o w ,  I a m  n o t  g o i n g  to  t a l k  t o  y o u  t o d a y  a b o u t  r e c e n t  r e s e a r c h  on  
f a c t o r s  r e l a t i n g  t o  t h e  b e t t e r  s e l e c t i o n  of  e x e c u t i v e s ,  a l t h o u g h  t h i s  i s  
a m o s t  i n t e r e s t i n ~  +op ic .  If  y o u  a r e  i n t e r e s t e d ,  p e r h a p s  in  s o m e  of  
o u r  d i s c u s s i o n  l a t e r  we  c a n  g e t  i n t o  t h a t  m o r e .  I w o u l d  l i k e  to  c o n c e n -  
t r a t e  h e r e  on  t h e  r e s u l t s  o f  f o u r  i n t e n s i v e  f i e l d  s t u d i e s  m a d e  o n  t h e  
r e l a t i o n s h i p  b e t w e e n  t h e  b o s s  o r  t h e  p r e s i d e n t  o f  a n  e n t e r p r i s e  a n d  t h e  
m e m b e r s  o f  h i s  k e y  e x e c u t i v e  t e a m - - h o w  e a c h  t h i n k s  t h e  o t h e r  c o u l d  
i m p r o v e  h i s  e x e c u t i v e  w o r k ,  w i t h  s o m e  p u n g e n t  c o m m e n t s  of t h e i r  w i v e s ,  
w h o ,  a f t e r  a l l ,  a r e  e x  o f f i c i o  e x e c u t i v e s  t h e m s e l v e s .  I ' l l  t r y  t o  u s e  
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s o m e  i l l u s t r a t i o n s  tha t  m a y  be p e r t i n e n t  to the k i n d s  of o p e r a t i o n s  in 
w h i c h  you  a r e  i n v o l v e d ,  as  w e l l  as  to p r i v a t e  b u s i n e s s .  

In g e n e r a l ,  to o u t s i d e r s  the t e r m  "top m a n a g e m e n t "  of ten  s y m -  
b o l i z e s  a f a c e l e s s ,  p o w e r f u l ,  l a r g e l y  a n o n y m o u s  e d i f i c e  w i th in  w h i c h  
d e c i s i o n s  a r e  m a d e  and o r d e r s  i s s u e d  in m y s t e r i o u s  and i m p e r s o n a l  
w a y s .  E v e n  w i t h i n  m o s t  c o m p a n i e s  the top m a n a g e m e n t  g r o u p  is  o f ten  
r e f e r r e d  to in s u c h  d i s t a n t  t e r m s  as  " t h e y "  o r  " t o p s i d e "  o r  " the  f r o n t  
o f f i c e .  " And to th i s  "b ig  b r o t h e r "  e d i f i c e  is  o f ten  a t t r i b u t e d  the c h a r a c -  
t e r i s t i c s  of b e i n g  a l l - s e e i n g ,  e v e r - w a t c h f u l ,  and  s o m e t i m e s  s l i g h t l y  
o m i n o u  s .  

T h e s e  s t e r e o t y p e s  a r e  no t  t r u e ,  o b v i o u s l y .  In f ac t ,  t h e r e  a r e  few 
tha t  a r e  f a r t h e r  f r o m  the  t r u t h  than  t h e s e .  T h e  top m a n a g e m e n t  g r o u p  
in e v e r y  c o m p a n y  tha t  we have  w o r k e d  wi th  i s  a l w a y s  a s m a l l  one ,  and 
i t ' s  a l w a y s  i n t e n s e l y  h u m a n .  A r c h  P a t t o n ,  of M c K i n s e y  and C o m p a n y ,  
ha s  e s t i m a t e d  tha t  in any  l a r g e  b u s i n e s s  i t  u s u a l l y  c o m p r i s e s  abou t  o n e -  
t w e n t i e t h  of one p e r c e n t  of the  c o m p a n y ' s  e m p l o y e e s .  In the  Y P O  c o m -  
p a n i e s  the a v e r a g e  s i z e  is  f r o m  t h r e e  to f ive  e x e c u t i v e s  in a d d i t i o n  to 
the p r e s i d e n t .  T h i s  i s  a l m o s t  e x a c t l y  the s a m e  n u m b e r  of c h i l d r e n  tha t  
m o s t  p r e s i d e n t s  p o s s e s s ,  and the  a n a l o g y  is  m o r e  than  a p a s s i n g  one .  

L i k e  f a m i l i e s ,  the  m e m b e r s  of the  top m a n a g e m e n t  t e a m  a r e  u s u a l -  
ly he ld  t o g e t h e r  by  s t r o n g  p e r s o n a l  t i e s .  T h e y  u s u a l l y  w o r k  t o g e t h e r  
t o w a r d  the s a m e  g o a l s ,  t ha t  a r e  of ten  not  v e r y  e x p l i c i t ;  and  the  p o s s i -  
b i l i t y  of con f i c t  i s  a l w a y s  p r e s e n t .  T h e y  u s u a l l y  have  g r e a t  r e s p e c t  fo r  
the c o m p a n y  p r e s i d e n t  o r  " f a t h e r "  f i g u r e ;  but  t h e y  s o m e t i m e s  exh ib i t  
the s a m e  type  of pe t ty  r i v a l r y  tha t  k ids  do,  e n g a g i n g  in f r e q u e n t  not  v e r y  
s e r i o u s  s q u a b b l e s  a m o n g  t h e m s e l v e s ,  wh i l e  e x h i b i t i n g  a c a l m  and  u n i t e d  
e x t e r i o r  to the o u t s i d e  w o r l d .  

H e r e  is  a c o m p o s i t e  p i c t u r e  of wha t  the  m e m b e r s  of the top m a n a g e -  
m e n t  t e a m  look l ike  in m o s t  c o m p a n i e s :  

T y p i c a l l y  the  t e a m  i n c l u d e s  an a d m i n i s t r a t o r .  He s e r v e s  a s  the  
p r e s i d e n t ' s  a l t e r  ago and has  the g e n e r a l  r e s p o n s i b i l i t y ,  w h e t h e r  o r  no t  
he  h a s  the  a c t u a l  t i t l e ,  of k e e p i n g  the  c o m p a n y ' s  d a y - t o - d a y  o p e r a t i o n s  
r u n n i n g  s m o o t h l y .  On s o m e  d a y s  he l ooks  s u s p i c i o u s l y  l i ke  an i m a g e  
of the p r e s i d e n t ,  p a r t i c u l a r l y  when  the l a t t e r  i s  out  of town .  

T h e  o t h e r  m e m b e r s  of the t e a m  a r e  u s u a l l y  v i c e  p r e s i d e n t s  in 
c h a r g e  of s a l e s ,  p r o d u c t i o n ,  and f i n a n c e .  Only  o c c a s i o n a l l y  a r e  o t h e r  
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e x e c u t i v e s ,  s u c h  as  t h o s e  r e s p o n s i b l e  for  p e r s o n n e l ,  p u r c h a s i n g ,  and  
r e s e a r c h ,  o r  the  p r e s i d e n t ' s  a s s i s t a n t ,  bona  f ide  m e m b e r s  of th i s  t e a m .  

As  m i g h t  be  e x p e c t e d ,  m o s t  p r e s i d e n t s  a r e  c u r r e n t l y  and a c t i v e l y  
d i s s a t i s f i e d  wi th  the  qua l i ty  and the p e r f o r m a n c e  of t h e i r  m a n a g e m e n t  
t e a m .  T h i s  c r i t i c a l  a t t i t ude  i s  u s u a l l y  due l e s s  to the  a c t u a l  qua l i ty  of 
t h e i r  p r e s e n t  e x e c u t i v e s  than  to the c h r o n i c ,  r e s t l e s s  d e s i r e  of m o s t  
p r e s i d e n t s  to f ind z n o r e  ways  of i m p r o v i n g  and e n l a r g i n g  t h e i r  own c o m -  
p a n i e s .  F u r t h e r m o r e ,  e f f e c t i v e  p r e s i d e n t s  u s u a l l y  a r e  a c u t e l y  a w a r e  
of how e s s e n t i a l  good  e x e c u t i v e s  a r e  to t h e i r  own p e r s o n a l  s u c c e s s .  It 
a l s o  s e e m s  p r o b a b l e  tha t  the c h i e f  e x e c u t i v e  who is  m o s t  c o n s c i o u s  of 
the  de fec t~  i n  h i s  p r e s e n t  m a n a g e m e n t  t e a m  is  u s u a l l y  the one who i s  
a l r e a d y  r m m i n g  the  m o s t  s u c c e s s f u l  c o m p a n y .  

H e r e  a r e  s o m e  of the  m a j o r  r e a s o n s  that  p r e s i d e n t s  g ive  fo r  b e i n g  
d i s s a t i s f i e d  wi th  the  o p e r a t i o n  of t h e i r  p r e s e n t  e x e c u t i v e  t e a m :  M o r e  
than  ha l f  of t h e s e  t h o u s a n d  m e n  we s u r v e y e d  fe l t  tha t  t h e i r  p r e s e n t  e x e c -  
u t i v e s  would  be  unab l e  to hand l e  a s u b s t a n t i a l  i n c r e a s e  in the s i z e  o r  
c o m p l e x i t y  of the  c o m p a n y ' s  b u s i n e s s .  T h e s e  p r e s i d e n t s  fe l t  tha t  the  
n e c e s s a r y  i m p r o v e m e n t  shou ld  be m a d e  now r a t h e r  than  wa i t i ng  fo r  
p o s s i b l e  fu tu r e  b u s i n e s s  g rowth ;  and they  had anx ie ty  f e e l i n g s  b e c a u s e  
they  w e r e n ' t  do ing  s o m e t h i n g  m o r e  ac t ive  about  i t .  F r e q u e n t l y  t h e y  fe l t  
s t y m i e d  b e c a u s e  of t h e i r  t i e s  of p e r s o n a l  f r i e n d s h i p  or  f a m i l y  r e l a t i o n -  
sh ip  wi th  v a r i o u s  m e m b e r s  of t h e s e  key  t e a m s .  

I ndeed ,  m a n y  of t h e s e  p r e s i d e n t s  fe l t  tha t  fu tu re  c o m p a n y  g r o w t h  
d e p e n d e d  v e r y  l a r g e l y  on t h e s e  e s s e n t i a l  c h a n g e s  b e i n g  m a d e .  An e q u a l  
nun~ber  of p r e s i d e n t s  fe l t  tha t  t h e i r  p r e s e n t  m a n a g e r s  p o s s e s s e d  g r e a t  
g r o w t h  p o t e n t i a l ,  bu t  tha t  m a j o r  c h a n g e s  and i m p r o v e m e n t s  w e r e  n e e d -  
ed b e f o r e  t hey  would  be  p o l i s h e d  e x e c u t i v e s .  A t h i r d  of the  p r e s i d e n t s  
sa id  tha t  t hey  had  po in t ed  out the c h a n g e s  tha t  w e r e  n e e d e d ,  but  tha t  
t h e s e  i m p r o v e m e n t s  had  no t  ye t  b e e n  a c c o m p l i s h e d  by  t h e i r  e x e c u t i v e s .  

T h i s  i s  the  po in t  at  w h i c h  one of the  m a j o r  d i f f i c u l t i e s  in r u n n i n g  
a t o p - l e v e l  m a n a g e m e n t  t e a m  b e c o m e s  m o s t  f r e q u e n t l y  a p p a r e n t .  It 
i n v o l v e s  the  p r e s i d e n t  f ind ing  b e t t e r  ways  o f  c o m m u n i c a t i n g  m o r e  
c l e a r l y  wi th  h i s  e x e c u t i v e s  about  the r e a l  t h ings  tha t  he  wan t s  done  in 
t e r m s  tha t  t hey  fu l ly  u n d e r s t a n d .  In g e n e r a l ,  m o s t  p r e s i d e n t s  a l r e a d y  
th ink  tha t  they  c o m m u n i c a t e  e f f e c t i v e l y  wi th  t h e i r  m a n a g e r s .  O v e r  85 
p e r c e n t  of t h e m  sa id  tha t  in  i n d i v i d u a l  m e e t i n g s  wi th  t h e i r  e x e c u t i v e s  
the  p r o b l e m s  they  p l a n n e d  to d i s c u s s  w e r e  s a t i s f a c t o r i l y  s e t t l e d .  The  
key  e x e c u t i v e s ,  w h e n  t h e y  w e r e  q u e s t i o n e d ,  a g r e e d  tha t  t h e s e  d i s c u s s i o n s  
w e r e  s a t i s f a c t o r y  w h e n  t h e y  i n v o l v e d  only d a y - t o - d a y  p r o b l e m s .  
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I n c i d e n t a l l y ,  m o r e  t h a n  a t h i r d  of t h e s e  p r o b l e m s  i n v o l v e d  p e r s o n n e l  
m a t t e r s .  T h e y  e m p h a t i c a l l y  d i s a g r e e d ,  h o w e v e r ,  w h e n  t he  d i s c u s s i o n  
t o p i c  i n v o l v e d  m a j o r  c o m p a n y  p o l i c y  o r  k e y  o b j e c t i v e s  of  t he  c o m p a n y .  
T h e  l e s s  i m p o r t a n t  the  t o p i c ,  t he  b e t t e r  t he  c o m m u n i c a t i o n .  T h e  m o s t  
s e r i o u s  c r i t i c i s m  t h a t  e x e c u t i v e s  m a d e  of t h e i r  p r e s i d e n t  was  t he  
l a t t e r ' s  i n a b i l i t y  to  v o i c e  h i s  d e e p e s t  c o n c e r n s  a b o u t  r e a l l y  i m p o r t a n t  
c o m p a n y  o r  p e r s o n a l  m a t t e r s ,  a l t h o u g h  t he  p r e s i d e n t  e x p e c t e d  h i s  e x e c -  
u t i v e s  to  a c t  a s  t h o u g h  t h e y  u n d e r s t o o d  wha t  t h e s e  c o n c e r n s  w e r e .  

Said  one  e x e c u t i v e :  "I  n e v e r  k n o w  w h e r e  I r e a l l y  s t a n d  on t h e  b ig  
i s s u e s .  W h e n  p r o b l e m s  ge t  b ig  e n o u g h  to  be  p a i n f u l ,  t h e  c h i e f  c a n ' t  
b r i n g  h i m s e l f  to  t a l k  a b o u t  t h e m .  " Said  a n o t h e r :  "He  s h o u l d  c l e a r l y  
d e f i n e  c o m p a n y  p o l i c y  and  o r g a n i z a t i o n a l  a u t h o r i t y  t h r o u g h o u t  t he  
c o m p a n y .  " And  a t h i r d  sa id :  "He  s h o u l d  l e t  m e  in on c o m p a n y  p r o b l e m s ,  
o b j e c t i v e s ,  a n d  g o a l s  and  k e e p  m e  g e n e r a l l y  i n f o r m e d  a b o u t  wha t  he  
w a n t s  to  h a v e  h a p p e n .  " 

T h e s e  p o i n t s  c a n  p r o b a b l y  be e x p l a i n e d  m o s t  c l e a r l y  t h r o u g h  e x a m -  
p l e s .  P l e a s e  n o t e  in  t h e s e  e x a m p l e s  bo th  t he  c o m m u n i c a t i o n s  p r o b l e m s  
i n v o l v e d ,  t he  d i f f i c u l t i e s  t h a t  c a n  a r i s e  w h e n  t he  p r e s i d e n t  and  one  of 
h i s  e x e c u t i v e s  d e f i n e  d i f f e r e n t l y  t he  m i s s i o n  of t h e  l a t t e r ' s  job,  a s  w e l l  
a s  t he  u n s t a t e d  p r e m i s e s  in t h e i r  r e l a t i o n s h i p  t h a t  s o m e t i m e s  c a u s e  
s e r i o u s  t r o u b l e .  

Let's turn first to the post of the company's chief financial officer. 
Most financial officers regard their most crucial responsibility as 
being the maintenance and improvement of the company's accounting 
system. The president, on the other hand, is apt to take for granted 
the satisfactory maintenance of a good accounting system as being one 
of the things he pays an able financial officer to do. He singles out the 
f i n a n c i a l  o f f i c e r  f o r  p r a i s e  in t h i s  a r e a  on ly  when  t h e r e  is  s o m e  u n u s u a l  
e l e m e n t  a t t a c h e d  to it.  

F a r  m o r e  t h a n  m o s t  a c c o u n t a n t s  r e a l i z e ,  t he  p r e s i d e n t  r e l i e s  
h e a v i l y  on the  a b i l i t y  of h i s  t r e a s u r e r  to  k e e p  h i m  a n d  t he  c o m p a n y  out  
of m o n e y  t r o u b l e s  and  to i s s u e  e a r l y  w a r n i n g s  w h e n  t he  f i r s t  f i n a n c i a l  
s t o r m  c l o u d s  a p p e a r  on the  h o r i z o n .  A s  J o h n  D e w e y  o n c e  p o i n t e d  out ,  
" F a c t s  do  no t  b e a r  t h e i r  i n t e r p r e t a t i o n  on t h e i r  f a c e .  " A c c o u n t a n t s  a r e  
m o r e  c o n c e r n e d  a b o u t  the  f i g u r e s  t h e m s e l v e s ,  t h e  p r e s i d e n t s  a b o u t  t h e  
i m p l i c a t i o n s  t h a t  s h o u l d  be  d r a w n  f r o m  t h e s e  f i g u r e s .  P r e s i d e n t s  
e v a l u a t e  t he  s u c c e s s  of a c c o u n t a n t s  m u c h  m o r e  on t h e i r  a b i l i t y  to  d r a w  
c o r r e c t  i n f e r e n c e s  f r o m  f i g u r e s  t h a n  upon  t he  c o m p i l a t i o n  of the  f i g u r e s  
t h e m s e l v e s .  One p r e s i d e n t  g a v e  a r a t h e r  t y p i c a l  e x a m p l e  of t h i s  po in t :  
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" B a s e d  on ou r  t r e a s u r e r ' s  p a s t  f o r e c a s t s ,  I w o r k e d  out  a l ine  of c r e d i t  
and  r e p a y m e n t  wi th  o u r  b a n k  w h i c h  i nvo lved  b o r r o w i n g  up to the  h i l t  
of ou r  c r e d i t  l i n e .  Wi th in  s ix ty  d a y s  i t  was  a p p a r e n t  t ha t  the f o r e c a s t  
w a s  d a n g e r o u s l y  o p t i m i s t i c .  I f e l t  l i ke  an id io t  h a v i n g  to  go b a c k  to the 
b a n k  and exp l a in  tha t  o u r  e s t i m a t e s  w e r e  a l l  w r o n g .  We w e r e  f o r c e d  
to r e t r e n c h  qu ick ly ,  w h i c h  p r o d u c e d  s e r i o u s  l o s s e s . "  

A n o t h e r  po in t  to no te  abou t  f i n a n c i a l  o f f i c e r s ,  of w h i c h  o t h e r  m e m -  
b e r s  of the top m a n a g e m e n t  t e a m  a r e  of ten m o r e  k e e n l y  a w a r e  than  the 
p r e s i d e n t ,  i s  the  t r e a s u r e r ' s  ab i l i t y  to m o v e  s t r a t e g i c a l l y  a g a i n s t  any  
o t h e r  p e r s o n  in the  c o m p a n y - - t h e  s a l e s  m a n a g e r ,  the  p r o d u c t i o n  m a n a g -  
e r ,  o r  the  a d m i n i s t r a t o r .  B e c a u s e  of h i s  r o l e  as  s c o r e k e e p e r ,  the f i -  
n a n c i a l  o f f i c e r  p r o v i d e s  the on ly  r e a l l y  o b j e c t i v e  m e a s u r e  of how we l l  
the  o t h e r  e x e c u t i v e s  a r e  do ing  t h e i r  j obs .  N u m e r o u s  top  m a n a g e m e n t  
f r i c t i o n s  can  a r i s e  w h e n  o t h e r  e x e c u t i v e s  e i t h e r  do not  u n d e r s t a n d  o r  
do not  a g r e e  wi th  the a s s , , m p t i o n s  tha t  the f i n a n c i a l  o f f i c e r  m a k e s  in 
to t t i ng  up the  p r o f i t a b i l i t y  of t h e i r  o p e r a t i o n s .  

T h e  f i n a n c i a l  o f f i c e r  t y p i c a l l y  is  in a r e l a t i v e l y  u n i q u e  p o s i t i o n  in 
h i s  c o m p a n y ,  s i n c e  the  so le  j u d g m e n t  about  h i s  c o m p e t e n c e  u s u a l l y  
c o m e s  f r o m  wi th in  the  c o m p a n y  i t s e l f ,  m a i n l y  f r o m  the  p r e s i d e n t .  No 
one o u t s i d e  the c o m p a n y  j u d g e s  h i m  in the  s ~ m e  m a n n e r  as  c u s t o m e r s  
j udge  the v i c e  p r e s i d e n t s  fo r  s a l e s  and  p r o d u c t i o n .  No one w i th in  the  
c o m p a n y  can  judge  of the  s u c c e s s  of h i s  d i v i s i o n  a s  e a s i l y ,  a s  co ld ly ,  
and as  i m p a r t i a l l y  as  he can  judge  o t h e r  d i v i s i o n s .  C a r e f u l  de f i n i t i on  
and  a g r e e m e n t  about  a c c o u n t i n g  a s s u m p t i o n s  a r e  t h e r e f o r e  e x t r e m e l y  
i m p o r t a n t  in  m i n i m i z i n g  i n t r a c o m p a n y  f r i c t i o n s  and h o s t i l i t i e s .  

W e l l ,  t h a t ' s  the f i r s t  o f f i c e r  I td l ike  to m e n t i o n .  The  s e c o n d  is  
the  c h i e f  a d m i n i s t r a t o r .  In m o s t  c o m p a n i e s  t ha t  i s  wha t  wou ld  m o s t  
f r e q u e n t l y  be  c a l l e d  the  e x e c u t i v e  o f f i c e r  in any  m i l i t a r y  o p e r a t i o n .  

V i r t u a l l y  e v e r y  e x e c u t i v e  t e a m  c o n t a i n s  one m a n  who i s  the  c h i e f  
d a y - t o - d a y  a d m i n i s t r a t o r  of t he  c o m p a n y .  On d a y s  w h e n  the  p r e s i d e n t  
i s  f e e l i n g  good about  h i s  a d m i n i s t r a t i v e  o f f i c e r ,  the  l a t t e r  m a y  be  s e e n  
a s  h i s  c l o s e s t  c o l l e a g u e ,  h i s  p e r s o n a l  conf idan t ,  h i s  t r u s t y  r i g h t  a r m ,  
t he  one i n d i s p e n s a b l e  m a n  in  the  c o m p a n y .  B e c a u s e  of h i s  c l o s e n e s s  to 
the  f r o n t  o f f i ce ,  h o w e v e r ,  the  a d m i n i s t r a t o r  c a n  q u i c k l y  b e c o m e  a handy  
f o c u s  f o r  a g g r e s s i o n  when  t h i n g s  go w r o n g .  T h e n  he  m a y  be  v i e w e d  as  
a v i s i o n l e s s  c lod  w h o s e  s t u p i d i t y  i s  d a n g e r o u s l y  h i n d e r i n g  c o m p a n y  

p r o g r e s s .  
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C o n v e r s e l y ,  the  a d m i n i s t r a t o r  t e n d s  to  t h i n k  of  h i s  p r e s i d e n t  a s  
a l i k e a b l e  m a n ,  who  s e r v e s  a v a l u a b l e  p u b l i c  r e l a t i o n s  f u n c t i o n  and  o f t en  
d r e a m s  up good  p l a n s  f o r  the  f u t u r e ,  bu t  w h o  h a s  a r e g r e t t a b l e ,  i m m a -  
t u r e  t e n d e n c y  to  go off  h a l f c o c k e d .  In s h o r t ,  t h e  c h i e f  a d m i n i s t r a t o r  i s  
t y p i c a l l y  t he  m a i n t a i n e r  of  t he  e s t a b l i s h e d  o r d e r ;  and  he  w i l l  f i gh t  the  
p r e s i d e n t  o r  a n y o n e  e l s e  who  s e e k s  to  d i s r u p t  the  c o m p a n y ' s  d a i l y  r o u -  
t i n e .  M o r e  t h a n  any  o t h e r  o f f i c e r , ,  the  a d m i n i s t r a t o r  s e r v e s  a s  t he  b a l -  
a n c e  w h e e l  b e t w e e n  t he  c o n f l i c t i n g  f o r c e s  in  a c o m p a n y  in m a i n t a i n i n g  
the  s t a t u s  quo  v e r s u s  t he  d e s i r e  f o r  g r o w t h .  

F r o m  e x a m p l e s  g a t h e r e d  in o u r  Y P O  s u r v e y ,  a d m i n i s t r a t o r s  s e e m  
to f e e l  t ha t  t h e y  u n d e r s t a n d  the  r h y t h m  of c o m p a n y  o p e r a t i o n s  a n d  the  
m a i n t e n a n c e  of c o n t r o l s  m u c h  b e t t e r  t h a n  t h e i r  p r e s i d e n t s .  And  w h e n  
p r e s i d e n t s  d i s c u s s  t he  s h o r t c o m i n g s  of t h e i r  a d m i n i s t r a t o r s ,  t he  t o p i c  
of f u t u r e  p l a n n i n g  and  c o m p a n y  g r o w t h  a r e  m o s t  l i k e l y  to  be  m e n t i o n e d  
a s  a r e a s  w h e r e  the  a d m i n i s t r a t o r  i s  l a c k i n g .  

F i n a l l y ,  t he  a d m i n i s t r a t o r  i s  m o s t  o f t e n  the  m a n  who h a s  t he  d e l i -  
c a t e  and  u n p l e a s a n t  r e s p o n s i b i l i t y  of  s p e a k i n g  f r a n k l y  to  the  p r e s i d e n t  
w h e n  c r i t i c i s m s  of the  c h i e f  e x e c u t i v e  a r e  in  o r d e r .  M o s t  e x e c u t i v e s  
w i s h  t ha t  t h e r e  c o u l d  be  a f r e e r  i n t e r c h a n g e  of  c o n s t r u c t i v e  c r i t i c i s m  
a t  the  top  l e v e l  w i t h i n  t h e i r  c o m p a n i e s ,  b u t  f e a r  of a r o u s i n g  p r e s i d e n t i a l  
d i s p l e a s u r e  i s  u s u a l l y  a p o w e r f u l  d e t e r r e n t .  

H e r e  i s  how one  a d m i n i s t r a t o r  t r i e d  to  h a n d l e  h i s  d i f f i c u l t  a s s i g n -  
m e n t .  " T h e  p r e s i d e n t ,  " he  s a i d ,  "of  o u r  c o m p a n y  c o n t r o l s  t he  s t o c k  
and  t h e r e f o r e  h a s  s e l e c t e d  the  b o a r d  of d i r e c t o r s .  O u r  b o a r d  n o w  c o n -  
s i s t s  of o f f i c e r s  of t he  c o m p a n y ,  i n c l u d i n g  m y s e l f ,  and  a n u m b e r  of 
i n a c t i v e  r e l a t i v e s .  We b a d l y  n e e d  a b r o a d e r  b o a r d  of d i r e c t o r s ,  inclu-"  
ing  e x e c u t i v e s  of o t h e r  c o m p a n i e s ,  to  a id  u s  in  o u r  g r o w t h  and  to h e l p  
o u r  e x e c u t i v e s  in  p o i n t i n g  out  c o m p a n y  w e a k n e s s e s  to  o u r  p r e s i d e n t .  
He l i s t e n s ,  bu t  he  h a s  d o n e  n o t h i n g  a b o u t  i t ;  and  I s t r o n g l y  s u s p e c t  t ha t  
he  i s  a f r a i d  of  h a v i n g  h i s  own c o n t r o l  r e d u c e d .  " 

B e c a u s e  of l a c k  of  t i m e  h e r e ,  I a m  g o i n g  to  s k i p  the  s a l e s  v i c e  
p r e s i d e n t ,  who  is  a r e a l l y  k e y  m a n  in  m o s t  b u s i n e s s  o r g a n i z a t i o n s .  A l s o  
I a s s u m e  t h a t  t he  a r e a  of s a l e s  i s  l e s s  r e l a t e d  to  t he  type  of  e x e c u t i v e  
s i t u a t i o n s  t h a t  m o s t  of y o u  a r e  d e a l i n g  w i t h .  I w o u l d  l i ke ,  t h e r e f o r e ,  
to t ake  as  t he  n e x t  a r e a  the  p r o d u c t i o n  m a n a g e r .  I d o n ' t  know w h e t h e r  
he  wou ld  be  c a l l e d  the  s u p p l y  o f f i c e r ,  o r  in  s o m e  c a s e s  the  G - 3 ,  o r  
e x a c t l y  w h a t  h i s  p o s t  w o u l d  be  in a m i l i t a r y  o r g a n i z a t i o n ;  b u t  he  i s  the  
m a n  who in m o s t  c o m p a n i e s  m u s t  m a i n t a i n  t he  f low of the  o u t p u t  of g o o d s  
g o i n g  out  t he  b a c k  d o o r  on w h i c h  b i l l i n g s  c a n  be  m a d e .  
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P r o d u c t i o n  m a n a g e r s  t end  to th ink  of t h e i r  m i s s i o n  a s  tha t  of m a i n -  
t a i n ing  a s t e a d y  o r  i n c r e a s i n g  f low of goods  at  a m i n i m u m  c o s t .  P o s s i -  
b ly  m o r e  than  any  o t h e r  m a n  in the  c o m p a n y ,  t hey  m u s t  e x e r c i s e  c o n -  
t i nu ing  c a r e  to s ee  tha t  t h e i r  f u n c t i o n s  i n t e r l o c k  and m e s h  p r o p e r l y  wi th  
o t h e r  a c t i v i t i e s  and p l a n s  of the  c o m p a n y .  The  p r o d u c t i o n  e x e c u t i v e  is  
m o r e  l i k e l y  to r i s e  f r o m  the  r a n k s  wi th in  the c o m p a n y  than  any  o t h e r  
m a j o r  e x e c u t i v e .  C r u c i a l  i n c i d e n t s  tha t  c o m p a n y  p r e s i d e n t s  r e c o u n t e d  
about  t h e i r  p r o d u c t i o n  m a n a g e r s  dea l  m o s t  of ten wi th  t h e i r  ge t t i ng  the 
goods  out on t i m e  in the  f ace  of s e e m i n g l y  i n s u r m o u n t a b l e  o d d s .  T h e y  
d e a l t  f r e q u e n t l y  a l s o  wi th  d e v e l o p i n g  f a c i l i t i e s  o r  m u s t e r i n g  t a s k  f o r c e s  
to m e e t  h e a v y  p r o d u c t i o n  d e m a n d s  b r o u g h t  on by c h a n g i n g  m a r k e t s  o r  
by f a s t - m o v i n g  s a l e s  f o r c e s .  

J u s t  as  one e x a m p l e ,  a p r e s i d e n t  m e n t i o n e d  the  f o l l o w i n g  e x a m p l e :  
" J a n u a r y  f loods  in C a l i f o r n i a , "  he  sa id ,  "wiped  out  o u r  c r o p  fo r  p r o c -  
e s s i n g .  He s e c u r e d ,  " m e a n i n g  the p r o d u c t i o n  m a n a g e r ,  " r a w  p r o d u c e  
t h r o u g h o u t  the  s t a t e  to keep  o u r  t h r e e  p l an t s  in o p e r a t i o n .  O u r  c o m p e -  
t i t ion  w a s  u n a b l e  to s e c u r e  r a w  p r o d u c t s .  We kept  in  o p e r a t i o n  and 

?l  m o r e  than  t r i p l e d  our  p r o f i t  d u r i n g  the y e a r .  

On the  o t h e r  s i d e ,  a n o t h e r  c o m p a n y  p r e s i d e n t  m e n t i o n e d  the fac t  
tha t  when  c o p p e r  p r i c e s  w e r e  r i s i n g  d u r i n g  the r e c e n t  s q u e e z e  a y e a r  
o r  so ago,  the  p r o d u c t i o n  m a n a g e r  thought  tha t  the  p r i c e s  of c o p p e r  
w e r e  too  h igh .  He did  not  l ay  in the  n o r m a l  s u p p l i e s  t ha t  he shou ld  h a v e .  
So d u r i n g  the  p e a k  of the  s e a s o n  the c o m p a n y  was  shu t  down fo r  a p e r i o d  
of m o r e  than  s ix  w e e k s  j u s t  a t  the  t i m e  when  they  shou ld  have  b e e n  going 
at  top s p e e d .  In o t h e r  w o r d s ,  he  had  not  f o r s e e n  the  p r o b l e m s  tha t  w e r e  
go ing  to c o m e  up the day  a f t e r  t o m o r r o w .  

One o t h e r  topic  I would  l i ke  to m e n t i o n  h e r e  i s  the  s u r v e y  of the 
w i v e s  of p r e s i d e n t s  tha t  we  m a d e  th i s  l a s t  y e a r .  T h e  m o s t  s e r i o u s  
p r o b l e m  tha t  m a n y  b u s y  b u s i n e s s  e x e c u t i v e s  t y p i c a l l y  h a v e  to d e a l  wi th  
is  t h e i r  w i v e s '  l a c k  of u n d e r s t a n d i n g  of t h e i r  j o b s .  M o s t  e x e c u t i v e s '  
h o m e s  have  m o r e  than  t h e i r  s h a r e  of f a m i l y  f r i c t i o n s ,  a l t h o u g h  th i s  is  
no t  g e n e r a l l y  n o t e d  on the  o u t s i d e .  T h e  m o s t  f r e q u e n t  po in t  abou t  w h i c h  
f r i c t i o n s  a r e  l i k e l y  to o c c u r  i s  d i s a g r e e m e n t  b e t w e e n  the  h u s b a n d  and 
the  wi fe  about  how the  p r e s i d e n t  s p e n d s  h i s  t i m e .  

A c c o r d i n g  to  th i s  s u r v e y ,  the  a v e r a g e  c o m p a n y  p r e s i d e n t  w o r k s  
abou t  f i f t y - o n e  h o u r s  a w e e k  in  the  o f f i ce .  Many  of the  w i v e s  f ee l  tha t  
b e s i d e s  t h e s e  f i f t y - o n e  h o u r s  a w e e k ,  he c a r r i e s  h i s  b u s i n e s s  p r o b l e m s  
h o m e  wi th  h i m ;  tha t  w h a t e v e r  e l s e  he m a y  s e e m  to be  e n g a g e d  in,  i t ' s  

9 



" q % C " ~  

the  p r o b l e m s  of b u s i n e s s  tha t  a r e  c o n s t a n t l y  u p p e r m o s t  in h i s  m i n d - -  
at  the  d i n n e r  t a b l e ,  out a t  the c o u n t r y  c lub ,  a r o u n d  the TV se t ,  o r  e v e n  
in the b o u d o i r .  

Whi le  th i s  po in t  i s  r a r e l y  v e r b a l i z e d ,  m a n y  w i v e s  u n q u e s t i o n a b l y  
equa te  t h e i r  h u s b a n d s '  p r e o c c u p a t i o n  wi th  b u s i n e s s  p r o b l e m s  wi th  t h e i r  
love  for  t h e m .  T h e y  j e a l o u s l y  s u s p e c t  t ha t  the  c o m p a n y  r a t e s  h i g h e r  in 
h is  a f f e c t i o n s  than  t hey  do.  W i v e s  who h a v e  w o r k e d  b e f o r e  m a r r i a g e  
f ee l  l e s s  s t r o n g l y . a b o u t  th i s  m a t t e r  than  w o m e n  wi thou t  p r e v i o u s  b u s i -  
n e s s  e x p e r i e n c e .  M o s t  h u s b a n d s ,  a c c o r d i n g  to t h e i r  w i v e s ,  pooh pooh 
th i s  point  w h e n  it  a r i s e s  and s e e m  g e n e r a l l y  i n c a p a b l e  of u n d e r s t a n d i n g  
why t h e i r  m a t e s  shou ld  c h e r i s h  s u c h  r i d i c u l o u s l y  f e m i n i n e  n o t i o n s .  

L a c k  of m u t u a l  u n d e r s t a n d i n g  in th i s  a r e a  and the  t e n s i o n s  p r o d u c e d  
by it f l a s h  out in m a n y  u n e x p e c t e d  w a y s .  I a m  not  go ing  to have  t i m e  
to g ive  m a n y  e x a m p l e s  h e r e ,  but  I did wan t  to m e n t i o n  j u s t  a coup l e  of 
t h e m ,  b e c a u s e  I have  b e e n  a s t o u n d e d  by the  f r e q u e n c y  wi th  w h i c h  t h i s  
s o r t  of th ing  h a s  s e e m e d  to o c c u r  a m o n g  the e x e c u t i v e  g r o u p s  tha t  we 
have  a n a l y z e d .  

B u s i n e s s  e x p a n s i o n  is  the h e a r t  b e a t  of m o s t  i n d u s t r i a l  e n t e r p r i s e s ,  
at  l e a s t  in the  v i e w  of the  c o m p a n y  p r e s i d e n t s .  T h e  p r e s t i g e  and s t a t u s  
of m o s t  p r e s i d e n t s  a r e  i n t i m a t e l y  r e l a t e d  no t  only  to t h e i r  ab i l i t y  to m a k e  
t h e i r  c o m p a n y  g r o w  in d o l l a r  v o l u m e ,  but  a l s o  to w h e t h e r  t h e i r  c o m -  
p a n i e s  a r e  ab le  to k e e p  p a c e  wi th  the  e x p a n s i o n  r a t e s  of t h e i r  c o m p e t i t o r s .  
Th i s  is  a po in t  we n o t i c e d  a g a i n  and a g a i n - - t h a t  e v e n  m o r e  than  the  a c t u -  
al  m a k i n g  of m o n e y  i s  the  p r e s i d e n t ' s  c o n s u m i n g ,  d r i v i n g  d e s i r e  to b e a t  
h i s  c o m p e t i t i o n .  

C u r i o u s l y ,  m a n y  w i v e s  a r e  at  l e a s t  p a s s i v e l y  and not  a l w a y s  s i l e n t l y  
opposed  to s u c h  e x p a n s i o n .  Said one wife:  "We a l r e a d y  have  m o r e  than  
I e v e r  thought  we  wou ld  in o u r  whole  l i v e s  f ive  y e a r s  ago,  when  he b e -  
c a m e  p r e s i d e n t .  Now he  wan t s  to open a W e s t  C o a s t  b r a n c h  and I ' l l  
n e v e r  get  to s e e  h i m  any  m o r e .  " C o m m e n t e d  a n o t h e r :  "My h u s b a n d  is  
th ink ing  of b u y i n g  out  a c o m p e t i t o r ,  and I j u s t  c a n ' t  s e e  i t .  W e ' l l  be  
r i s k i n g  e v e r y t h i n g  we have  and  his  w o r k  w i l l  be  doub led ,  and wha t  good 
wi l l  it  a l l  do?  We a l r e a d y  have  m o r e  than  we know wha t  to do wi th .  " 

S e v e r a l  s c o r e  o t h e r  c a s e s  p r o v i d e  e l o q u e n t  t e s t i m o n y  about  the f e a r s  
of m a n y  w i v e s  r e g a r d i n g  con t i nu ing  b u s i n e s s  e x p a n s i o n .  L i t t l e  as  she  
s e e s  of h e r  h u s b a n d  now,  she  d a r k l y  s u s p e c t s  tha t  she wi l l  s e e  even  l e s s  
of h i m  as  the b u s i n e s s  g r o w s .  Th i s  can  only  m e a n  tha t  the  b u s i n e s s  
wife  is  g a i n i n g  g r o u n d  in h i s  a f f ec t ion ,  w h i l e  she ,  b u r d e n e d  wi th  the h o m e  
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a n d  k i d s ,  i s  l o s i n g  o u t .  I t ' s  a w i s e  e x e c u t i v e  w h o  c a n  g e t  h i s  w i f e  t o  
u n d e r s t a n d  a n d  a g r e e  w i t h  t h e  t i m e  r e q u i r e m e n t s  a n d  t h e  b u s i n e s s  c o m -  
m i t m e n t s  of  t h e  A m e r i c a n  i n d u s t r i a l  w o r l d .  

T h e s e  e x a m p l e s  t o u c h  o n l y  a f ew  h i g h  s p o t s  f r o m  o u r  s e v e r a l  Y P O  
s u r v e y s ,  a n d  I h o p e  t h a t  t h e y  a r e  r e l e v a n t  to  o u r  d i s c u s s i o n  h e r e  t o d a y .  

I w a s  i m p r e s s e d  w i t h  t h e  r e l a t i o n s h i p  of  s o m e  of  t h e s e  t h i n g s  t o  t h e  
m o v i e  e n t i t l e d  " P a t t e r n ,  " w h i c h  we  a l l  s a w  t o d a y ,  b e c a u s e  t h i s  b u s i n e s s  
o f  i n d u s t r i a l  e x e c u t i v e  c r a c k u p  i s  n o t  j u s t  a f i g m e n t  o f  o u r  i m a g i n a t i o n  
o r  t h e  s o r t  of  t h i n g  w e  s e e  in  m o v i e s .  I t  h a p p e n s  a l l  t h e  t i m e .  T h i s  
m a t t e r  o f  m a i n t a i n i n g  a r e a s o n a b l y  low a n x i e t y  l e v e l  a m o n g  m a j o r  e x e c -  
u t i v e s  i s  c~, t a i n l y  a p r o b l e m  t h a t  we  d o n ' t  k n o w  a n y w h e r e  n e a r  e n o u g h  
a b o u t  a n d  o n e  t h a t  d e s e r v e s  a g o o d  d e a l  m o r e  s t u d y  t h a n  i t  h a s  h a d  s o  
f a r .  

One of the other things that we know about many of these executives 
is that the most successful ones have compulsive drives for success 
that force them to keep going ahead; and these drives often produce human 
relations problems that the executives are not always able to deal with. 

A n o t h e r  s o r t  of  t h i n g  t h a t  h a p p e n s  i s  a f i e r c e  d e s i r e  f o r  s e l f - i m p r o v e -  
m e n t  t h a t  w e  n o t i c e d  a m o n g  s o  m a n y  of  t h e s e  e x e c u t i v e s .  T h i s  i s  f r e -  
q u e n t l y  m o r e  t r u e  of  t h e  y o u n g e r  e x e c u t i v e s  t h a n  i t  i s  o f  t h e  o l d e r  o n e s .  

T o  g e t  s o m e  of  t h e  b a c k g r o u n d  d a t a  a l o n g  t h i s  l i n e  t h a t  we  h a v e  r u n  
a c r o s s ,  l e t  m e  s t a t e  t h a t  t h e  a v e r a g e  e x e c u t i v e  w h o  i s  n o w  u n d e r  f o r t y  
h a s  a b o u t  f o u r  a n d  a h a l f  y e a r s  m o r e  o f  f o r m a l  e d u c a t i o n  t h a n  d o e s  t h e  
m a j o r  e x e c u t i v e  w h o  i s  o v e r  f i f t y .  Y e t  t w o - t h i r d s  of  t h e  y o u n g e r  o n e s  
are actively engaged in some sort of activity that involves self-improve- 
ment. Mainly, I think, because most of these men came up to major 
executives positions after the depression, they feel that they have not 
had the wide executive experience that older men have, and they feel a 
defensiveness about their lack of preparation. 

T h e  two  c o n s u m i n g  a r e a s  w h e r e  t h i s  d e s i r e  f o r  s e l f - i m p r o v e m e n t  
o c c u r  m o s t  f r e q u e n t l y  a r e :  a n y t h i n g  t h a t  h a s  t o  d o  w i t h  m o r e  e f f e c t i v e  
s a l e s  p r o g r a m m i n g  a n d  a n y t h i n g  t h a t  h a s  to  do  w i t h  m o r e  e f f e c t i v e  f i n a n -  
c i a l  c o n t r o l .  N e a r l y  a l l  o f  t h e s e  Y P O  c o m p a n i e s  s u f f e r  f r o m  a l a c k  of  
a d e q u a t e  w o r k i n g  c a p i t a l ,  a n d  a n y t h i n g  t h a t  t h e i r  p r e s i d e n t s  c a n  l e a r n  
a b o u t  h o w  t o  m a k e  t h e i r  w o r k i n g  c a p i t a l  s t r e t c h  f a r t h e r  i s  of  g r e a t  i n t e r -  

e s t  to  t h e m .  
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In t e r m s  of t h e i r  p e r s o n a l  p r o b l e m s ,  the top ic  tha t  t h e y  a r e  m o s t  
c o n c e r n e d  about  i s  t h e i r  i n a b i l i t y  to d e l e g a t e  w o r k  a d e q u a t e l y .  Mos t  
of t h e s e  m e n ,  as  I s a id  b e f o r e - - a n d  I s u s p e c t  i t ' s  t r u e  of m o s t  of you  
a l s o - - g o t  w h e r e  they  w e r e  by ga in ing  a r e p u t a t i o n  fo r  b e i n g  " d o e r s ; "  
t hey  got  t h ings  done wh i l e  o t h e r  peop le  w e r e  s t i l l  t a l k i n g .  When  they  
got  to the pos t  of p r e s i d e n t ,  if they  had not  w r e s t l e d  w i th  the  p r o b l e m  
of d e l e g a t i o n  b e f o r e ,  they  had it in a s e r i o u s  w a y  t h e n - - t h a t  no m a t t e r  
how ab le  t hey  w e r e ,  no m a t t e r  how h a r d  they  w o r k e d ,  no m a t t e r  how 
m a n y  h o u r s  they  put in, t hey  p h y s c i a l l y  cou ld  no l o n g e r  do the e n t i r e  
job t h e m s e l v e s .  So th i s  m e a n t  m a k i n g  a m a j o r  sh i f t  in t h e i r  o r i e n t a -  
t ion  f r o m  do ing  th ings  t h e m s e l v e s  to ge t t i ng  th ings  done  t h r o u g h  o t h e r  
pe op l e ,  w h i c h  r e q u i r e s  q u a l i t i e s  of l e a d e r s h i p  and h u m a n  r e l a t i o n s  
w h i c h  they  had not  b e e n  pay ing  p a r t i c u l a r  a t t e n t i o n  to b e f o r e  tha t  t i m e .  

If I m a y  t r y  to s u m m a r i z e  b r i e f l y  the o v e r a l l  c o n c l u s i o n s  tha t  we  
m i g h t  d r a w  f r o m  t h e s e  s t u d i e s - - a n d  t h e s e  m a y  be  t o p i c s  tha t  would  be  
w o r t h  ou r  d i s c u s s i n g  f a r t h e r  t o d a y - - I ' d  l ike  to t u r n  a g a i n  to the  a n a l o g y  
b e t w e e n  the  r o l e  of a top m a n a g e m e n t  e x e c u t i v e  and  the  h e a d  of a f a r o :  
i l y .  

T h e  p r e s i d e n t  in m o s t  c o m p a n i e s ,  c ~ r t a i n l y  w h e r e  the p r e s i d e n t  i s  
an e f f e c t i v e  m a n a g e r ,  d e f i n i t e l y  p l ays  the r o l e  of the  f a t h e r  in the  p s y -  
c h i a t r i c  s e n s e ;  and the  r e s t  of the t e a m  r e p r e s e n t  e i t h e r  h i s  sons  o r  
e l d e r  r e l a t i v e s .  M o t i v a t i n g  e x e c u t i v e s  e f f e c t i v e l y  can  o f t en  be  a s  c o m -  
p l i c a t e d  and e x a s p e r a t i n g  a t a s k  to a p r e s i d e n t  as  m o t i v a t i n g  his  c h i l -  
d r e n ;  and a l l  of us  know how d i f f i cu l t  tha t  i s .  

M o s t  of us  tend  wi th  o u r  e x e c u t i v e s  to o v e r e m p h a s i z e  the m o t i v a t i n g  
r e w a r d s  of m o n e y  and f i n a n c i a l  b o n u s e s  and to o v e r l o o k  o t h e r  i m p o r t a n t  
but  l e s s  t a n g i b l e  r e w a r d s .  Whi le  the d e s i r e  to e a r n  m o r e  m o n e y  is  
u n q u e s t i o n a b l y  an i m p o r t a n t  and a s t r o n g  m o t i v a t i n g  f o r c e  to a l l  e x e c u -  
t i v e s ,  o r  n e a r l y  a l l  of t h e m ,  even  m o r e  i m p o r t a n t  i n  t h e i r  e y e s  a r e  the  
r e s p e c t  and a f f e c t i o n  of t h e i r  p r e s i d e n t s  and c o l l e a g u e s  in the top m a n -  
a g e m e n t  t e a m .  A l so  i m p o r t a n t  to t h e m  a r e  the f e e l i n g s  of p e r s o n a l  
s a t i s f a c t i o n  tha t  t hey  d e r i v e  f r o m  f e e l i n g  tha t  t hey  have  done  a job we l l  
t h e m s e l v e s .  

It i s  i m p o r t a n t  to r e m e m b e r  tha t  the m e m b e r s  of a good e x e c u t i v e  
t e a m  have  u s u a l l y  b e e n  s e l e c t e d ,  o r  have  b e e n  so t r a i n e d ,  tha t  they  
l a r g e l y  m o n i t o r  t h e i r  own c o n d u c t .  Th i s  point  i s  not  t y p i c a l l y  t r u e  f a r -  
t h e r  down in the  m a n a g e m e n t  e c h e l o n .  In l a r g e  m e a s u r e ,  e f f e c t i v e  e x e c -  
u t i v e s  a d m i n i s t e r  t h e i r  own r e w a r d s  and p e n a l t i e s ;  and o u r  m a i n  p r o b l e m  
in m a n a g i n g  t h e m  is to p lan ,  c o o r d i n a t e ,  and gu ide  t h e i r  w o r k .  
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An e f f e c t i v e  top e x e c u t i v e  is  u s u a l l y  h is  own m o s t  c r i t i c a l  j udge  
and j u r y .  Not only  i s  he a c u t e l y  c o n s c i o u s  of the  b u s i n e s s  i n c i d e n t s  
wh ich  do h im  c r e d i t  o r  of w h i c h  he is  a s h a m e d ,  but by and l a r g e  the  
p u n i s h m e n t  or  r e w a r d  fo r  the  i n c i d e n t  is  m e t e d  out by the e x e c u t i v e  to 
h i m s e l f .  In fac t ,  fo r  a l m o s t  a q u a r t e r  of the c r i t i c a l  i n c i d e n t s  tha t  we 
c o l l e c t e d  in t h e s e  s u r v e y s  wh ich  the key  e x e c u t i v e s  d e s c r i b e d  about  
t h e m s e l v e s ,  t hey  did not  f e e l  that  the  p r e s i d e n t  even  knew when  t h e y  had  
m a d e  a m a j o r  m i s t a k e .  

Mos t  e x e c u t i v e s  r e q u i r e  the s a t i s f y i n g  e x p e r i e n c e  of a c c o m p l i s h -  
m e n t .  Mos t  of t h e m  have  a s n e a k i n g  s u s p i c i o n  that  they  r e a l l y  a r e  not  
qui te  good enough  fo r  t h e i r  p r e s e n t  job,  and they  r e q u i r e  the c o n s t a n t  
r e a s s u r a n c e  tha t  t hey  d e r i v e  t h r o u g h  con t inu ing  a c c o m p l i s h m e n t .  T h i s  
d r i v e  is  a p p a r e n t l y  an e s s e n t i a l  i n g r e d i e n t  of con t inu ing  b u s i n e s s  s u c c e s s .  

F i n a l l y ,  m o s t  key  e x e c u t i v e s  f e e l  that  they  could  do t h e i r  jobs  b e t t e r  
if t h e i r  i m m e d i a t e  s u p e r i o r ~  u s u a l l y  the p r e s i d e n t  of the c o m p a n y ,  
would  exp la in  c o m p a n y  po l i cy  to t h e m  in m o r e  d e t a i l .  By the  way,  only  
about  40 p e r c e n t  of t h e s e  p r e s i d e n t s  had r e g u l a r ,  s y s t e m a t i c  r e v i e w  
s e s s i o n s  wi th  t h e i r  e x e c u t i v e s  to t e l l  t h e m  how they  s tood  and what  the  
p l ans  for  the c o m p a n y  w e r e  in the  i m m e d i a t e  p e r i o d  jus t  ahead .  Mos t  
p r e s i d e n t s  th ink  they  do a m u c h  b e t t e r  job in th i s  a r e a  than they  a c t u a l l y  
do.  

The  s e c o n d  th ing  tha t  the key  e x e c u t i v e s  w i s h  is  tha t  t h e i r  p r e s i d e n t s  
would i n t e r f e r e  l e s s  wi th  the o p e r a t i n g  d e t a i l s  of t h e i r  m a j o r  s ta f f  m e m -  
b e r s .  Th i s  i s  not  a p r o b l e m  that  is  unknown in the m i l i t a r y  s e r v i c e  
e i t h e r .  

F i n a l l y ,  the  key  e x e c u t i v e s  would l ike to f ee l  that  they  knew b e t t e r  
w h e r e  they  s tood  in the  e y e s  of t h e i r  p r e s i d e n t s ;  tha t  they  had r e g u l a r  
p e r i o d s  when t h e i r  w o r k  could  be r e v i e w e d ;  and tha t  t h e i r  p r e s i d e n t s  
would  be f r a n k e r  and m o r e  cand id  wi th  t h e m  in ou t l in ing  both  t h e i r  s t r o n g  
and t h e i r  weak  p o i n t s .  

Thank  you v e r y  m u c h .  

(22 Jan  1 9 5 7 - - 3 , 9 5 0 ) B / m c j  
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