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What influence can the small share-
holders in a raillway company, or a great
corporation, or a labor union, have?

They unite with esase upon one point only:
they want dividends or results., When an
illegal policy 1s to be pursued, or a leg-
islature or jury is to be bribed, or a
non-union man is to be 'dealt with', the
head offiocials likewlise seek only results.
They turn over the responslbillty to the
operating or ‘legal' department, or to the
'educational' committee, and know nothing
further, 1

This rather dismal view of Amerlcan business practice
was propounded by John Dewey and James Tufts during the
period of the infamous "trusts™ in steel and tobacco.
Corporate abuses were many during this stage of indus-
trial development, The giant trusts such as United States
Stesl and American Tobacco were unscrupulous in their
deallings with competitors and 1n effect considered them-
gelves the law. Such men as Judge Gary of the steel in-
dustry considered price-fixing to be a nacessary and

ethical part of business.
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Perhaps this attltude orn the part of business can be
bagt explained by drawlng an analogy with the development
of the rules of football, When the game of football was
first devised there were few rules, and the rules varied
from locale to locale., As the game grew in popularity it
became obvlious that a standardlzed set of rules would Dbe
necessary, Various changes in the rules were introduced
and these changes themselves were constantly being re-
adjusted, Several practices that were previously legal
such ag the flying wedge were outlawed &s being too dan-
gerous, The National Colleglate Athletlc Association was
formed to regulate football and other sports on the inter-
collegiate leavel, _

Changes in the rules were often met with hostility
and various penaltlies were devised to punish offenders.,
Modern business evolved in & similar manner, At first,
businessmen were concerned with making as large a profit
a3 possible, and this led to the formatlion of monopolles
that alded in this goal, At the time there were no laws
agalnst this practice and monopollsts may very well have
believed that they were not harming the public interest.
Gradually it became obvious that monopolies were detri-
mental to the public and laws were passed to correct the
situation,

Tremendous controversy arose from these and similar

decislions which have not really subslided today., Through
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the years there have been a succession of cases tegting
thegse laws and 1t has been generally accepted that trusts
are harmful in the absence of extensive regulation. We
cannot really blame the early corporations for their prac-
tlces because they were opersting in an unexplored fleld.
Thelr development was guided by trlael arnd error, and any
such development is subject to the normal course of abuse
and mistakes, While we can be optimistic about the motives
of businegsmen during thls period of development, we must
be pessimistic when we conslder the development of ethical
thlnking that has accompanied the industrial revolution,

The difference between the world view of a gettler in
the Massachusetts Bay Colony and that of a modern day in-
habitant of Boston 1s probably as great ags the physical
difference between the two periods. The Purltans believed
in hard work, but for the work's sake, and not for the
material rewards that regult. The Proper Bostonian also
believes in hard work, but he 1s also oconcerned wlth the
"finer things of life", The Puritan saw the world as a
testing place for his character, a course of obstacles
that must be cleared if he wishes to deserve Heaven, Ex-
cluding the existentlallists that are now moving into Boston,
the average Bostonlan can easlly see the world as a very
rewarding environment where he can live in comfort in
exchange for forty hours a week,

The Industrial Revolutlon of the Nineteenth Qentury
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hag made possible & 1ife of relative eagse, Mass production
and automation enable man to perform many previously ar-
duous tasks with a flick of a switch, The resultant lel-
sure time provided has allowed mankind to develop the arts
to & new height of development, While man has been im-
proving his cultural side his ethloal nature has'also been
changing with the advent of industrialism. The economies
of scale coupled with tha\ﬁormal rise in population has
produced a vast, almost faceless society., In the small
Magsachusetts Bay Colony each citizen was famillar wilth -
elmost every aspect of life in the colony and also with
his fellow inhablitants. We could expect him to know the
names of local officlals and merchants, the local laws and
customs almost in entirety, However, we would be very lucky
y 1f we found a modern Bostonian who knew half the members
of the school board.

The use 0f the word nsighbor in the two periods prob-
ably best descfibes the differences 1n the prevalling
thought, In the Massachusetts Bay Colony one's neighbor
was not only the person who lived nearby,-but 2180 a per-
gson who was as familliar to you a8 your own back ysrd. He
11ved in s house that was similar to your own, and the
chances are that he hed a garden thet furnished him with
food., He went to the same church and generally nsd the
same interests. In modern Boston there is generally no such

gimilarities between two "neighbors". Because of the lack
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of common pursults among neighbors 1n Boston, and espec-
1ally between neighborhoods, there has tended to be a
lack of communication, an estrangement between people,

The Irish, the Itallans and the blue-bloods live prac-
ticslly side by side snd have little understanding, grant-
ing the desire to understand, of each other. When we group
these highly differentiated peoples in one category we must
expect a great deal of speciation such as the "Boston
Irish", Different cultural groups living under the same
representative government have a different identificatlon
with that body than a cummunlty made up of one national-
ity would have with thelr goverumment.

The similarity of culture 1n & one ratlonality locale
would tend to cause the people to ldentify more closely
with thelr offilciasls. For example, let us assume that a
man named Olancy were Mayor of Dublin., We would identify
the name Clancy more closely with being Mayor of Dublin
than we would the name Smith, The unfortunate, although
true, rivalry between natlionallitles within citles as man-
1fested in the raclal and cultural makeup of teenage gangs
strengthens the identification with one's own group. While
not trying to propound a raclist viewpoint, I am attempt-
ing to draw & parallel between the rlise in natlonallty
groups within a community with the tremendous numericsl
growth, As a community grows 1n slze and complexity it

becomes harder for 1ts inhabitants to conslder themselves
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average members of the community. They are more apt to
conslider themselves average Boston Irishmen or some equiv-
alent.

The secondary groups are growlng at the expense of the
primary group, the community, It is an attested fact that
2 secondary group shifts the focus of 1ts members from the
primsry group to which they belong. It becomes more im-
portant, or as limportant, to please the membars of the sec-~
ondary group. The primary group becomes progressively less
inportant as the secondary groups grow in stature, Slnce
the cltizens are generally more concerned with the events
in thelr own group they tend to become less concerned with
the actlions of the primary group.

Such i1s the case with modern communities, It 1s harder
for a man to identify his own interests with the mayor
and his staff than it was for the Puritan to identify with
the town meeting. The unfortunate consequence of this loss
of 1ldentification 1s the lack of & feeling of responsiblility
that the average cltlzen has for any actions promulgated
by his government, On a national basis, each voter could
be held one ninety-milllionth resgsponsible for any govern-
ment action if we took a purely statistical standpoint.
Suoh an infinitesimel fractlon 1s meaningless in itself,
but applied to our soclety becomes an important factor in
thought,

The individusl 1s far more estranged from his fellow
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man than ever before. Not only have socletles grown in
populatlion, but also in complexity. It 1s impossible for
any one man to have more than a vague idea of the varied
ingtitutions that abound in civilizatlon., The anclents
lived in a world that they did not understand, but they
2lso did not seek to understand it, With the advent of
civillzation mankind began questioning his environment,
and each new discovery only caused new questions to be
asked, We do not know any more than basic cause and ef-
fect relationships, and even these rest upon assumptlon,
The vast amount of technical matter that is now necessary
to our industrial society has caused speclalization, We
now have heart surgeons, pedliatricians and opticlans
where we previously had general practitioners.

Thls diversification of mankind into many filelds of
endeavor has lessened our understanding of one another,
The problems that beset a doctor are usually very different
from those that are faced by a farmer, Thelr work demands
a great desal of thelr time and energy. The average farmer
would know little of the intracacles underlying medical
practice. A farmer conversing with a doctor would have to
accept the doctor's opinlons on mediclne as having more
worth than his own. He, 1n other words, 1s accepting the
doctor's authority in the medical reslm,

In the same veln thls authoritarisnlsm is manifest in

modern day life., We cannot cope with all the problems
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basic to our complex lives relying only on our somewhat
meager knowledge, We must acocept the auto mechanic's word
that we need a new fuel pump 1f we cannot analyze the
problem alone, In short, we have come to rely on "experts"
end tend to content ourselvas with being an expgrt in some
other narrow field. Such speclalization i1s inherent in any
industrial soclety and is not necessarily harmful. But we
have had other unfortunate consequences,

We have become "other-directed", Etigquette is prescribed
by EBmlly Post, Positive thinking 1s supplied by Norman
Vincent Peale. All this with very 1little dissension., On
a more serlous level, however, the law has come to re-
present morality. A salnt in modern 1lfe has come to be
the man who pays hls taxes and doesn't speed. While not
quibbling over the morality of the existing laws, 1t 1is
qulte obvious to see the danger in accepting the law as
the absolute in morallty, We could, in effect, be per-
fectly moral persons 1f we never broke & law, 1f we con-
Blder the law to be the absolute moral code. Unfortunately
there are many examples of actions that are perfectly le-
gal and also detrimental to the publlic welfare. In some
areas we have even come to the point of judglng people
to be perfectly honest untll they are caught for doing
something we were aware of all along. Of course, we may
have inwardly considered them dishonest, but would never

have said so until they were pudblicly disgraced., Witness
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cheating on expense accounts.

When we combine the normal separatlion of people and
government in a vast soclety such as ours, with the sub-
stitutlion of the legal for the moral, we can only expect
a weakening of ethical behavior. Mankind, with little
understanding or interest in fellow man, and substituting
law for consclence, can be a dangerous entity. This state
of mind has had an interesting effect upon the assessment
of responsiblility for wrongdoling.

It often seems that the guilty one in the public's eye
1s the one who gets caught., The fallings of a soclety are
often blamed on one individual such as Hitler, This 1s no
more valld an assessment of responslblllty than to say
that a baseball pitcher was totally responsible for a loss
because he threw a home run pitech in the ninth inning,
Just as a team could have scored more runs, a soclety
could prevent such a situation from arising through their.
own strékth. While it ig often true that one man 1is car-
dinally responsible for some action, it is necessary for
hls group or society to place him in a position of power.,
All power ultimately rests with the group or sgsoclety.

In many cases members of a group may believe that they
had nothing to do with an action taken by their group.
They knew that 1t was to be done, or that 1t was belng
done, but they considered it wrong and did not help. Are

these people moral merely because they did not participate
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in the physical action. This is a common plea from members
of an offending group, If we Jjudge them morslly innocent
we must conclude that one 1s only unethical if he vio-
lates a law,
An accessgsory before the fact in legal terminology is
a person, who not beling present, ocontributes as an assis-
tant to the commission of an offense., He may be prosecuted
under law. This closely parallels a non-acting member of
an offending group. Whille not actually committing the
offense, the member alds the offenders by not revealing
their intentions to the public, He is therefore belng
unethical by remaining sillent,
This analogy can be carried too far, however., We may

be unreasonably harsh with an accessory before the fact
if we do not consider his situatlon in 1te entire context.
The person may be in a dllemma,

esalt 18 easy in deallng with civilized:

man to lay too much stress on consclious

purpose snd too little on the importance

of spontaneous lmpulse. The morallist 1is

tempted to 1gnore the claims of human

nature, and, 1f he does so, 1t 1s likely

that human nature will ignore the clalms

of the moralist, 2
We must temper our Judgements with understanding. Although
a man may be technically unethical, he may be well intent-
loned. Often the very slze of & group creates hopelessness

on the part of 1ts members, They may feel that even 1f

they did speak out agalnst some practlice they would be one
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against thousands.

The average man deslres to be in concord with hls group.
He may disapprove of several group practices, but usually
chooses to take the good with the bad and not expect too
much, His group furnishes him not only with an outlet for
his energy, but also with the many rewards that he seeks,
To speak out against the group would be to risk hls pos-
ition within the group, and such a risk merlts a very
strong stimulus., While not trylng to be overly pessimistic,
human beings act malnly upon reasons of gelf-interest.
¥hat may be harmful to others need not be harmful to one-
self,

A man who rlsks hls position within his group for the
benefit of others is making a sacrifice. We cannot realls-
tically expect people to be self-sacrificing. A system of
ethics based upon an expectation of perfection can only
be applied to the gods, not to man, Qccasionally there are
some people who qualify as genulne crusaders, but they
must not be used as an average, only as an exgmple, If we
considered a Rolls-Royce an average car, we then must
judge practically all other cars as "poor",

A more practical approach to an evaluatlion of a member
of a group would be to first analyze the group, and then
apply the findings to the individual. A group essentially
functions as a single unit., It haé its moods and goals

Just as any individual, These moods and goals are a syn-



(12)

theslis of the moods and goals of 1ts members, Each mem-
ber acts on the group, and the group acts on each member,
Since everythling within a group rests on the interaction
among lts members, it would be pointless to attempt to
isolate the role of any one person.

A group can be baslically divided into the leaders and
the followers., The leaders play sn active role while the
followers are generally more passive., The leaders usual-
ly originate the ideas, and the followers typlcally carry
out instructlons. To say that the leader of a group 1s the
most important member 1s technlically true, but only within
context, He 1s the center of attentlon qulte naturally,
but he must have followers, The followers support him arnd
lend importance to his views because they have transfered
thelr power to him, We have long judged the leader of an
offending group ss the one who should bear the most gullt
on the basls of his actlve role. His followers, however,
as a group, are equally or more responsible than the leader.
It is the absence of an active role that allows the fol-
lowers in a group to partake of less than thelr share of
the praise or blame,

Generals are either glorified or castigated for their
respective successes or failures, Their brilliant strat-
egy or terrible blunders are considered to be the deter-
mining factors in battles, Soldiers, however, the ones

who actuzlly win or lose the battles, are seen as pawns,
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A solitag#fggnnot see himself as the determining factor

ln a battle becanse there are so many thousands of-soldiers
involved 1in the contest, He may bellieve that his battalion
or reglment holds the kesys to vlictory, but he considers

his own role in the light of his membership in the group,
rather than in bls individuality.

There 18 a tendency toward group thinking today, andza
resultant decrease in the importance of individuality,
This tendency to go along with the group has made 1t in-
creasingly difficult for a person to buck the stream of
popular thought. Such an environment is not conducive to
ethical behavior and we must Judge any erring person in
its 1ight. A stockholder 1n a corporation is in s similar
position, Not only is he a member of his community and
thereford susceptible to thelr views, but also he 1is a
msmber of the typlcelly large group of owners of the
company.

A small shareholder may well have the same feellng of
futility when he compares Bow the company ls belng run with
the way he would llke 1t to be run as a voter has when he
mees the new superhighway bearling down on his property. He
May own several shares of the ten million outstanding but
he cannot say that he really has any volce in the manner
in whiech 1t is run, We could easily imagline his astonigh-
ment if we blamed him for some scandal perpetrated by

management. Since he has no say in the company, how could
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he be at fault? We could certainly not convict him in a
court of law and certainly would be mlsslng the point if
we took this viewpoilnt.

The individual stockholder 1s shlelded by the grest mass
of owners. In union there is strength,and simllarly in
union there is anonymity., Very few convictlons result from
& lynching or riot, It is very hard to single out the res-
ponsible individuals, or even to ascertaln if any one man
was more responsible than the others, The stockholder 1s
protected in a similar manner by his numbers. If only one
man owned a glant corporation he would be exposed to con-
siderably more publlc censure than the stockholders as a
group recelve,

It would be pointless to axamine this point on arn in-
dividual basls for, as previously mentioned, the stock-
holders do not operate ags iIndividuasls within the group,

We must, instead, analyse the rﬁlc played by the stock-
holders as a group. Baslcally, stockholders provide the
equity for a corporation through thelr ptuchasé of stock.
They are entitled to select the corporate officers, and
thereby choose the type of men they wilish to run the comp-
any. There has been a great deal of controversy lately
about the separation of ownershlp and control in the mod-
ern corporation, but we are not concerned with the active
role played by the stockholders, only thelr demands.

Almost without exception corporatlons are formed to
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produce profits from the generation of services which
people are wllling to buy. Stook 1ltself is valued on the
size of present earnings, or the predicted size of future
earnings. Management i1s selected which 1s expected to
produce the results demanded by the owners, Although

this polnt is sometimes debated, the search for profit
motivates the growth and sctlons of the corporation, The
actual worklings of the company are generally beyond the
knowledge, or even the interest, of the stockholders
silnce they cannot be expected to afford the time to put
into the lengthy investigation that such an understanding
would require.

Management 1ls certalnly aware of the Importance of the
profitablility of the corporation and thils profitabillity
determines, to a great extent, the securlty of thelr
Jobs, The volce of the ownership 1s clear, they want pro-
fits, and this voice, while not demanding profits at any
cost, often succeeds in accomplishing just that, If we
were to assume for the moment that all corporate officlals
are well-meaning men, how could we explain any corporate
abuse? We have eliminated the posslbility that some of them
may be dishonest for the sake of beling dishonest. Why then,
would a well-meaning men break a lawj He must be stim-
ulated or motivated to a considerable degree before he would
take an action that would conflict with his way of life,

His motivation may be to retain his job, or to be pro-
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moted, and this relates directly back to the stockholders.,
If there is no way short of dishonesty to pr&duce a profit,
and such cases have occurred, and a man's Job depends on
profitability, we may then say that he has a very strong
motive to be dlshonest.

The stookholders have created the environment in which
management operates, and thus are major causal factoré in
any sltuation involving the company. It seems rather odad
that the role of the stockholders is constantly being over-
looked In examinations of corporaste scandals, Merely an-
alyzing the sctlions of management 1n such situations makes
as much sense as describing the operatlion of a motor and
oemitting the function of gasoline, It appears that the
public contents 1tself wlth making scaepegoats of the men
indicted and thus negate their own share of the respon-
sibllity. The falrly simple actions of management are much
easler to understand and dlscuss than the overwhelming
complexity of the situatlion in 1its entirety.

The individual stockholder, as previously stated, is
excuged from responsibllity for corporate actions for
three reasons: the fact that he i1s only one of a vast
number of owners and therefore has 1ittle say in the af-
falrs of the company, the lack of physical control exer-
clzed by stockholders over the company's actions, and the
general laok of knowledge of corporate practices and af-

fairs, It 1s clear that thess excuses are only superficial
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and are of llttle importance compared to the energy
supplied by the stockholders' desire for profit. A some-
what crude analogy would be to compare the stockholders'
contribution to the situation with that of a man who
leaves an inflammable fluld in an unmarked container.
While not actually touching off the fire, this man has
provided 1ts basis, To describe the reason for the re-
sultant fire as a matchkh being dropped lnto a container of
inflammable fluld would be ridiculous. Yet a very similar
viewpoint 1s often taken when socandals are examined.,

If we continue to overlook the role of stockholders
in corporate scandals it will be almost impossible to hope
to remedy the situation in the future, and very probable
that 1t willl become worse, Now, having examined the causal
function of ownership, can suggestlons be made to improve
the sltuatlon?

As with any unsatisfactory problem, improvements are
nearly always possible, However, the mental attltude of
mankind 1s an extremely indefinable entity and any sug-
gestions must be based on generalizations and assumptions,
It would not be practical to say that the problem lies in
man's self-interest, and that the problem would be solved
1f he were less intepested in profits, The lncentive for
profits provides the lmpetus in a capitalistic economy,
and to remove thls incentlve would also be to destroy

capltallsm as we know it.
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To also say that the problem would be solved if the
stockholders were more consclentious would be too vagne
to be of any practical use, To be consclilentlous requires
a full understanding of a situation or problem, and it
would be a highly optimistic person indeed who could expect
stockholders to be well-versed in a company and its respect-
ive industry. Stockholders may know that profits were
lower in 1964 because the company falled to obtaln the
patent rights on a new product, they may even be famillar
with the case, but they cannot know the complete story
for the simple reason that the majority of them do not
have the time to launch an extenslve investigation of the
facts,

Management 1s judged on results, and the results are
reflected in the income statement, If management does not
produce they face with certalnty one of two alternatives:
either they will be replaced or the company will faill,

The stockholders do not remove management because they wis}
to injure them, but only to protect their investment. How-
ever, thelr motlves do not alter the result, people lose
Jobs and careers are ruilned, To say that the tremendous
pressure brought to bear on management is the fault of

the stockholders would only be technlcally correct,

Stockholders function in 2 system and play by the rules,
Ain athlete very rarely means to lnjure an opponent, How-

ever, InjJuries are a part of sports, and must be traced



(19)

to the very nature of the game, Similarly, ruined careers
and tremendous pressure are a part of capltalism, and it
1s extremely doubtful that they wlll ever be eliminated,
The very nature of capitalism creates the pressure for
profitablility. Therefore, this pressure coupled with man-
agement's normal self-interest are the culprits in the
problem, We cannot hope to reduce thelr magnitude or im-
portance, but rather cope with them,

We believe that capltaliesm is the best workable system
for the greatest utilizatlon of resources. If its motiv-
atlon were eliminated, 1t would be unworkable, Slnce we
believe 1n the system, and since 1ts inherent problems
are 1nes§pable, we can only hope for greater public aware-
ness of the danger. Just as conslderable attentlon 1is
gilven to informing the publlc about the potential dangers
involved 1n driving an automobile, the public should also
be aware of the problems that can arise from unquestioning
and insatiable profit-seeking. The stock market crash 1s
a good example of such unbounded profit-seeking, The
public's hunger for quick profit during the 1920's led to
an overextension of credit and a ridiculously high level
of prlces. The resultant crash caused a bleak period of
economlc crisls, This time of chaos and poverty undoubt-
ed2y led many men to take actlons that they never would
have considered previously.

The public, through their greed and lack of understand-
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ing of the system, created am extremely unhealthy envir-
onment in which to practice ethlical behavior. A starving
man l1ls more apt to steal than a well fed one, Similarly,
a man who is under great pressure to produce profits is
more apt to break a law to further this alm than one who
is not, Whlle understanding does not automatically alleviate
a problem, it does allow men to conslder theilr actions
in its 1light. Burthermore, a general atmosphere of com-
prehension of the cause and effect relationshlp between
the stockholders and corporations should breed concern,
instead of the apathy or acceptance that 1s prevalent

today.
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This courteesis not at all unmindful that
the real blame 1s to be lald at the doorstep
of the corporate defendents and those who
guilde and direct their policyee«sfor one would
be most naive indeed to belleve that these
violatlons of the lawee+einvolving so many
milliorns upon mlllions of dollars, were facts
unknown to those responsible for the corpor-
atlon and 1ts conduct. 3
This statement was l1ssned by Judge J.Cullen Ganey at
the close of the electrical price-fixing conspliracy trilal
in Philadelphia in 1961. This consplracy involved General
Electrlec and 27 other companies and had been carried on
over a perlod of nine years., The essential feature of the
scheme wag an agreement among the companies to mailntaln
prices on heavy electrical equipment at a "falr'" level,
Thls was accomplished through the submission of identical
or nearly identical bids on contracts for machinery. The
prices to be quoted were previously agresd upon by high
echelon officlals of the "competing" companies in secret
conclaves,
The scandal first broke when a publiec utillty company
complained about identical bids submitted on contracts
by electrical companies to the Justice Department. The
Justice Department then launched an investlgatlon which
uncovered the vast aspects of this conspiracy. The men
nsmed as conspiraters in the plot were malinly high level
officlals in the industry, the plant managers and vice
presidents, but interestingly enough, not the presldents

snd chalrmen of the board., The plant managers and vice
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presidents allegedly flxed prices through telephone con-
versations and secret meetings. In some cases elaborate
codes and signals were used to signal the whereabouts
and times of meetings,

This plot was really a highly refined version of the
celebrated Gary Dinners of the turn-of-the-century steel
industry. The heavy electrical industry had become, in
effect, a benevolent monopoly. The executlves who were
indicted maintained for the most part that even though
they were technically violating anti-trust laws, they
were not harming the public interest, The Chalrmsn of the
Board of General Electric summed up the case before the
trial in thls manner,

General EBlectric's Chairman Ralph J.Cordiner
last week gave his verdlict on the great prlce-
rigging consplracy in the electrical industry.
Bafore a packed $7-a plate dinner meeting of
the New York Scclety of Securlty Analysts, he
said: "We don't think anybody's been damaged,"

Cordiner said that he had talked to more than
a score of Government officlals and officers of
private utility companies that had been victims
of the nine-year-long bid-rigging conspliracy by
G.E.,Westinghouse and 27 other companles, and
"I've yet to encounter the first man who said,
'Cordiner, we've got a complaint, we've been
damaged. ' We intend to resist., It will be a nest
problem to prove damages.™ 4

In spite of the confidence in the favorable outcome
of the trilal held by the executlves in the electrical
companies, nearly all the officers tried were found guilty
and sentenced to eltber large fines, short terms of im-

prisonment, or both, Most of the men, on the advice of
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their lawyers, merely pleaded gullty in the hope of light-
er sentences, The results of this trlal were widely her-
alded as a governmental viotory agalnst collaboration 1in
big industry, but even more important than this was the
fact that dbusinessmen could be put ln jJall for buslness
malpractice, instead of only paylng a large fine,
Furthermore, Cordiner's prediction that it would be
almost impossible to prove damages was wrong., Many of the
affected utllitles sued, and qulte successfully. The vital
point of the case is that the men who were jJalled or fined
were not the top officlals, the ones responsible for the
corporation. Instead, the subordinates were punished. The
heads of these glgantic companies stated that they knew
nothing of the conspiracy. Wiltness the change 1n Cordiner's
attitude after the trial,
To the stockholders of General Electrilc
Chalirman Ralph J.Condiner clearly had some
explaining to do about the conviction of 16
executives for price fixing., As the company's
69th annual meeting convened in Syracuse last
week, Cordiner got right down to 1t, and with
no apology in his voice, "It has been sald by
some," he sald,"that I, as chailrman and chief
executive officer, eilther knew of these vio-
lations and condoned them or that I was dere-
lict in not knowing of them, Nelther 1s true,"
sald Cordiner, "We were diligent in the 1light
of the facts 28 we then knew them," 5
As Judge Ganey stated, it would seem rather odd that
the heads of these companies would not know of such con-
spiracles, and even more odd that subordinates would

dare enter into them without the consent of their sup-
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eriors. In addltlion, several convicted men stated at the
triasl and during the investigation that the scheme was
actually common knowledge in the higher echelons, and
directlons as to procedure were lssued to them from the top.
It 1s qulte difficult to assess how much of the testimony
1s actually truthful and does not merely attempt to cover
up gullt, but 1t does pose an interesting question, Just
who 1s responslble for the corporstion?

This problem 1s best examined by first tracling the
development of the role played by the chlef executive
and top officlals in corporations, With the advent of the
Industrial Revolution 1t became desirable to comblne sev-
eral smaller compenles into larger ones to take advantage
of the economy of scale, Cloth could be manufactured more
economically by a large mill utilizing machinery than 1t
would by by single, hand operated looms, However, the
grouplng of many men in one company necessitated spec-
1alization, To become as efficlient asgs possible some men
had to devote full time to operating the machines, others
would sell the cloth, and some had to oversee the entire
process. In the beginning of industriaslizathon, most
companies manufactured a slngle product, or at best var-
lations of the same product. It was very possible that
the president or owner of an early, rather small concern
that made only a few products could know everything about

the company. Chances are he would know by sight most of
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the workers, and certalnly all of the forsmen and exec-
utives. He would understand the machinery as he probably
hed worked his way up through the ranks in the company.

But as the Industrial Revolution progressed amd tech-
nology advanced, bigger and blgger companies became des-
irable, Small companies could not afford the expensive
machinery that greatly lowered production costs, and con-
sequently elther merged or dropped by the wayside. A good
example of thls would be the tremendous decrease in the
number of steel-maklng flrms since the 19th Century. As
average corporate slze grew the Jobs of the top officlals
became more complex., The complex dutles confronting the
presldent became too numerous for him to handle alone,
He had to relinquish some of his previous duties to sub-
ordinates and rely on thelr Judgement, Where the pres-
ident previously dealt directly with the labor force, he
now had a personnel man and a labor relations speclialist,
In delegating duties he also had to del;gate power., Al-
though the president was ultimately responsible to the
stockholders for success, his subordinates were respon-
sible to him, In effect, the personnel man was responsible
for the gualifications of men hlred and the labor relations
man responsible for dealings wlth the labor unlion or work-
ers,

As any system becomes more complex, the functions of

the 1individual parts become simpler, as in a production
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line, but the parts thereby become more dependent upon
each other to turn out the finished product, Where the
president used to have his hand in almost all aspects of
a business, he now is much more indirectly involved, His
declilsions are typleally composites of the views of his sub-
ordlnates, A project may fall because the sales mansgger
provided an inaccurate forecast of demard. In such a sit-
nation 1t is extremely hard to assess responsibility for
the fatlure, At first 1t would seem that it would be en-
tirely the sales manager's fault for his mistake, but a
deeper analysls would stress-a wider aura of responsiblliity,
The president could be charged with fault for plascing
trust in the man, Although we cannot expect a preslident
to be able to predict that the man would make such a mis-
take, he did place him in a position of power. Because he
has done thls he must share some of the blame for the
fallure., The stockholders can even be sald to share in
the fault because thelr demands for proflt or growth have
led the president to take such an actlon., We must examine
svery sltuation in context and not always look for a scape-
goat, This example 1s not meant to imply that we must
not find fault with just one person, or even lay blame
In a great degree on hls shoulders, but rather to imply
that in 8 typical modern corporation there are too many
components to situatlons to look for a simple explanation,

Corporate presidents, the boards of directors, and
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other top executives are very similar 1n functlion to the
top offlcials in government, Their duty 1is to fulfill the
wishes of the shareholders. Government offlclals are charged
with fulfilling the wishes of the voting public, In ad-
ministering theilr duties, government officials appoint
politicians to local agencles to provide information and
to oversee implemented programs, They are typically en-
trusted with power to meske declislons., Thls power may be
abused, as in the Sherman Adams case of the Eisenhower
Administration. Such mlsuse of power necessarlly reflects
back upon the administration evern though the guilty par-
ties may have acted without permission,

The public cannot be blamed for this reflectlion, and
they have a velld point, Someone had to put the corrupt
offlclal in power, or someone had to leave loopholes that
could be taken advantage of, and as the admlnistration
holds the ultimate power for the good or bad, they are
gseen 85 the energy source, In a very similar manner the
top officlals in a corporation are held responsible for
thelr subordinates. Although, as in thqélectrical price-
fixing consplracy, the top officlals are seldom convicted,
they are subjected to considerable public censure, To det-
ermine the validity of this censure two different sit-
uations can be created,

We can assume that either the top executives knew and

approved of abuses on the part of thelr subordlnates, or
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that they did not. In the first case the subordinates
would be little more than tools in the hands of top man-
agement, thelr shlelds. The positlon of mlddle management
would be quite similar to that of a gunman in a gang, The
gunman ls typically the one who gets caught. He 18 a small
cog 1n the machine and his Job 1s to do the dlrty work,

If a gorporate presldent orders hls sales manager to fix
prices with another firm or else lose his Job 1t would

be quite dlfficult to be sympathetlc with him, Of course,
we could resort to his environment to galn an understanding
of the reasons behind his actlons but we still would have
to conclude that he was flaunting the law entirely on his
own, A more signifigant yardstick to compare hils action to
would be prevalling lndustry practice.

Generally, a president of a corporatlion is well versed
in the industry in which his company competes., Typlcally
he has worked hls way up the ladder through a variety of
different posltlons and is conversant in the 1ndustry's
way of doing things, A survey taken by the Reverend.
Raymond C., Baumhart, S.,J. for the Harvard Busliness Review
wWwas summarized as follows:

Every industry develops its own way of
doing things, lts generally accepted prac-
tices, Since industry climate 1s an import-
ant influence on unethlcal behavior, how
does this influence manifest 1ltself in
speciflc practlces that are generally ac-
cepted in the 1industry?

To find out we asked:

In every industry, there are some gener-
ally accepted business practices. In your
industry, are there any such practices

which you regard as unethical?
Taking away those who "don't know", we
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have the startling filnding that four out
of five executives giving an opinion af-
firm the presence 1ln thelr industry of
practices whlch are %enerally accepted
and also unethlcal!

This startling survey lays the groundwork for the
familiar "If I don't do it someone else will" rational-
1zation, Unethical behavior almost always is designed to
glve oneself an advantage, whether 1t is cheating at cards,
telling lies, or fixlng prices. To remain ethical in an
unethical indusiry mecessitates putting oneself at a dis-
advantage. If competitors use bribes to secure large con-
tracts at lucrative prices there would certainly be a
great temptation to do the same thing., If the president
of a company in an lndustry that has unethical practlces
orders hls subordinates to accept these industry norms as
rules of actlon, is he less gullty than a man who orig-
inates an unethical practice?

Thls polnt may be argued from many different vliewpolnts;
the pragmetic, the 1deallstlc, and a utilitarian one for
example, If most people use an unethical practice to thelr
advantage, and 2 man had no way to stop these practices,
and he would be materially harming himself i1f he did not
follow these practices, then a man could be excused for
being unethical on the basls of his environment according
to a pragmatic approach, An idealist would condemn such an

actlon on the baslis of 1ts very nzture and would give little
heed to the context of the sltuation., Finally, a utilitarian



(30)

would examine the consequences of such an actlon to det-
ermine whether or not 1t would add to or detract from the
public good, The purpose of this paper, however, 1s not
to select a particular viewpoint and then pass Judgement,
but rather to determine responsibility in situatlons and
snvironments, and to questlon whether it is possible to
always be ethical in a capltalistic soclety.
It 1s not serlously questloned that a man 1s physilcally
responsible for hls own actions,
A man overpowered by superlior force might

be physlically compelled by some ingenious device

to shoot a gun at another, knowing what he was

doing, but his act would not ve voluntary be-

cause he had no choice in the matter, or rather

because his preference was not to do the act

which he is aware he is dolng, But 1f he 1is

ordered to kill another and told that if he

does not he will himself be kllled, he has

some will in the matter, He may do the deed,

not bscause he likes it or wishes it himself,

but because he wlshes to save hls own life, 7
Unfortunately the physical aspect of responsibility is
too often stressed ln judgsments although there has been
a trend in recent years in Jjural matters to weilgh heavily
psychologlcal congiderations, If 1t can be sald that a
particular lndustry has a mental attltude, it can also
be sald that this mental attitude 1ls a2 composition of
the mental sttitudes on its constituents, its traditions,
and 1ts envlironment. Vestiges of such mental attltudes
may be seen in industry codes, industrial organizatlons

such as the Assoclated Bullders and Contractors of the
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construction industry, and lobbies ln Congress,

Such unlon of indlviduals and organigation tends to
bring about a gradual blending of i1deas and viewpoints.
Organizations tand to discourage individuals who insist

on standing by thelr own ideas when they are in opposition

| to those of the group. Members refer most decislons back
to group values and precedents as a y;rdstick for thelr
judgsments and rules of action. The wider scope of public
rightness and wrongness tends to lose importance when a
person has the pragmatic yardstick of his own group., The
corporate presldent, caught in the workings of his own
group, understandably bases most of his declsions within
the framework of his group, The immedlacy and urgency of
corporate 1ife clouds the issue further and all but makes
1t impossible to base action upon contemplative thought.

Decislons, therefore, tend to be based upon facts;
the exigting law, practices, and nesds of the company
rather than upon careful inspectlon of the non-materlal
results of an actlon, Morallty can be forgotten in the
heat of battle in the business world., I would say that
morallity 1s best defined as a group action. Idealistic
morallty has scant chance of succeeding in our all too
human world. Practical morality, however, has, for the
simple reason that it does not expect too much from
soclety. If we soundly condemn a corporate president who

"goes along with the crowd" and orders prices to be flxed,
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there is 1ittle chance that he will listen to us. He, as
are most buslnessmen, ls a practical man, A stinging con-
demnation would meat likely arouse him to anger aund cause
him to state that we had no business castigating him in
the first place for an unavoidable action. He may point
out that everyone else was doing it and that he could not
afford to refraln. He may agree that his action was not
"right"™, but he would probably also add that there are a
lot of things that are not right, and sre also widely
practiced.

He would have made a valid point., Why should he be a
martyr when by doiné so he would not rectify the situa-
tion? We could make a valid polnt by stating that if
many men like him refused to follow this practlce 1t
would cease to be a problem, Again he would agree with
thlis polnt but could easlly rebut thls argument by esking
us what assurance we could give him that such an event
would ever come to pass, and even if it did what would
stop 1t from occurring again, It would be lmpossible to
answer this question in a practlical and factual manner,
and indeed most difficult to find examples to use as par-
allels, The Pure Food, Drug and Cosmetlc Act eliminated
many of the prior abuses in these industries, yet examples
of malpractice still ocour.

Soclial institutions and laws may indeed

regulate men's outeracts. So far as men ex-
ternally conform, thelr conduct 1s legal,
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But laws cannot regulate or touoh men's
motives, which alone determine the mor-
ality of their behavior. 8
The tendency to unethical actlon provides the energy
for men to commit immoral acts. As the law cannot elim-
lnate thls tendency, the basic root of the problem re-
mains unchanged, Indeed extensive law and regulation
may increase the problem,
This identification of morslity with the
legal and Jural leads to a reaction which
i1s equelly injurious: the complete separation
of the legal and the moral, the former con-
celved as merely outer, concerned entirely
with acts, not at all with motive and char-
acter, The effect of thls divorece 1s perhaps
more serlous upon the moral than upon the
legal. The separation makes morals sentimental
and whimslecal, or else transcendental and eso-
terlc. 9
People become accustomed to baslng thelr actlions upon
tradition and law., Motorists watch for speed limit signs
to determine how fast they will drive rather than using
their own judgement, O0f course, there is a point to speed
limit signs in that the peoplle who lay them out generally
know more about safe speeds over a particuler sectlon of
road than the average motorist, However, thls does point
out the great extent to which the average person relles
upon authority.
Men accustomed to authority, and utilizing a pragmatic
and utilitarian approach to life, are very susceptible
to lmltating unethical practlce if 1t 1s widespread, They

often sct without thought as to its inherent rightness
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or wrongness, but rather 1ts practicability. A top corp-
orate officer 1n an industry in which unethical practice
1s prevalent is in & morglly complex situation, We have
determined that each man ls totally responsible for his
physlical actions. We csnrn also assume that he judges the
prevalent unethical practice as being dlstasteful, There
1s considerable pressure on him to produce a profit, or
to improve the company's standing in some way. By incorp-
orating this unethical practice 1nto hls company he will
be able to attaln these goals., With this set of assumptions
Wwe can now analyze the sltuatlon in context.

By strict ethical standards the commission of any im-
morsl sct 1s unethlical, By these same standards we ma}
Judge thls man as belng ethlcal 1f he refrains from the
practice, and unethlcal 1if he eneters into 1it, The officer
has willfully en=tered into an immoral action. He was not
physically compelled and he had a cholce, Yet such an
evaluation does not include all the facts of the situation,
The man 1s a human being and theréby open to temptation.,
Other people are being unethlcal end profiting while he
1s being ethical and suffering. He may lose his Jjob if he
cannot attain the goals set by hls company. The easy way
out would be to‘accept them as unavolidable accompanlments
of hls buslness, I would venture to say that many corp-
orate offlcers who condone unethical practice have thls

attitude whether these practlices are false advertising,
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patent-stealing or price-fixing.

If the officer decides that the pressures for an un-
ethical actlon are too great to refrain from 1t, shall we
immediately condemn him as an unscrupulous person? We can
say that he has done the "wrong" thing and that it would
have been far better if he had not done so yet this does
not answer the guestlon, The human being 1s not a creature
of blacks and whites, He has emotlons and these tend to
distort clear cut facts. Facts can be seen in many dif-
ferent lights depending upon the viewpoint of the observer,
The offlcer reacts to a great many stimull and one of the
weakest of these stimull often is higher thought. The world
of abstract thought frequently lacks in lmmediacy, and cer-
talnly cannot be sald to be present in most aspects of our
lives,

The man who declides to accept an unethlcal practice
can be seen as a person who 1ls reluctantly going along
with a trend that he sees himself incapable of affecting
for the good or for the bad, In most lnstances it would
be true that one 1lndlividual could not stem the tlde., Again
1t will be necessary to evaluate the exascutive uslng his
group as & background., A more reallstic evaluatlon is
possible in this manner because we are not attempting
to base decisions upon iron clad rules of action, only
upon subj}ective surveys., Such rules tend to separate a

man from his environment, and certalnly tend to play down
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the Importance of the psychologlcal aspects of the sit-
uation,

We can first deflne the group to be studled as the men
who run the corporations of the Unlted States, They are at
the top of thelr professlion and for simpliclity's sake
we shall say that they cannot advance any further in the
business world, This specificatlonrn elimirnates from this
group the middle executlve who must be consldered sep-
srately, These top executlives are held accourntable for all
aspects of thelr business while a middle executive is typ-
lcally responsible for one phase or another, Being in
charge of such a dlversified organlzation as a modern
corporatlon necessltates a great deal of general knowledge
on the part of the executive and certalnly a thorough know-
ledge of hls lndustry., Ideally, the president of a company
should be the person within the organization who is most
capable of utillizing its potentliality to the greatest
degree, He must deal with a gamut of problems throughout
his tenure, and hls abllity is evaluated on how well he
handles these problems,

The modern corporate presldent typlecally has an intri-
cate organization behind him to assist in coping wlth the
problems and declsions that must be made daily., He has %o
rely upon the oplinions of hls subordirates and a great
deal of his success or failure as president depends upon

the value of these opinlons. In addition, the president
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is the llason between the stockholders and management.

This posltlon naturally places a great deal of pressure on
him for he must satisfy both groups. Management, in seek-
Ing 1ts own lnteregts, often desires generous stock op-
tion plans and higher salaries. The stockholders, on the
other hand, often react adversely to such action. The trem-
endous burden of responsibility placed upon the president
can understandably cloud his responsibllity to the com-
munity.

The burden of responsibility of hls position does not
excuse the president from his responsibility to the pub-
llc, but 1t does provide a basis of understanding for actions
he may take that appear to be agelnst the publlic lnterest.
He 1s caught in his own world of pressure and has dif-
ficulty understanding or even seeing the effects of his
declisions upon the community, He may declde to move a plant
from one area to another 1n good faith, In so doing many
people in the area vacated would lose thelr jJobs, The pres-
sure to operate the plant in a more sultable area overrides
the best interests of the community., O0f course, people in
the area belng moved in to will be provided with new Jobs
that will compensate for the Jjobs that are lost, yet thils
stlll does not alleviate the 111l effects of the move, It would
be ridloulous to suggest that no company should ever move
because people wlll lose Jjobs for that would go against
the nature of capltalism, but it does suggest that the
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interests of the owners can be harmful to the community
without any harm being meant,

In the ares of the acceptadblllity of unethlcal prac-
tices a difficult problem is encountered, We have taken
as agreed that such practlces are widespread and that 1t
would be unusual 1f any one person could alter the sit-
uation, Leglslation 1s helpful in preventing such prac-
tlices, yet 1t does not remove the baslic cause of the prob-
lem, Humans are prone to imitate undesirable actlions 1if
they feel that everyone else 1s doing the same thing,
Although 1t would be pure speculation to attempt to define
a reason for the development of an unethical practice,
1t would be accurate to say that such a practice consists
of compensation for inability to achleve goals through
legitimate means, For lllustrative purposes we can assume
that a man is considering to implement extravagant adver-
tising methods to aild in product sales. The adveértisments
vould not be strlctly fraudulent, but would overstress the
quallty of the product. We shall also assume that this
will be the first time that thls has been done.

This false advertising willl increase sales by generatlng
greater public interests in the product. This practice 1s
clearly a compensation for the company's inability to
attaln 1ts goals through legitimate means. The executive's
initiation of this practlice was unethical 1n every respect

yet we still may be able to feel sympathetic towards him,
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He undoubtedly was under great pressure to produce a pro-
fit and may have felt that the only way thls goal could
be attalned was through false advertising. He probably
would have preferred not to have done thils, but could see
no other way to remedy the situation. Much of the point
would be missed if we only looked at the factual aspects
of the case for we would be omltting the psychological
stresses,

We cannot validly say that this man was original in
his behavior and therefore subject to greater castigation,
He was certainly aware of the existence of unethical prac-~
tice in other aspects of 1life, He may well have viewed
his actlion as an unfortunate but unavoldable concomitant
of the business world, There are few men who prefer to
attain thelr goals through lmmoral acts, although many
do., It would be better to say that man 1s a product of
his environment and through his and other's efforts was
placed in this dilemma., Many people never face such a
problem simply because they have elther been lucky or they
have not had the abllity or desire to rise to a position
of importance, It is rather hard to judge another 1if one
has not been in a slmilar position, As with many other
things the severest critlics often have never been involved
with the object of their criticism, They realize there
1s a problem and then lay blame without understanding.

A good example of the public's lack of understanding
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of the problems confronting businessmen are the penalties
that are assessed for 1nfractlons of buslness law, These
penalties usually amount to little more than a slap on
the wrist and have llttle, 1f any, corrective effect.

Traditional moralitz 1s too much concerned
with the avoldance of "sin" and with the rit-
ual of purification when "sin" has occurred. 10

Typlcal punishments are corporate fineg although the elec=~
trical price-fixing conspiracy resulted in minor Jail terms
for some executlves. In spite of the punishment that 1is
levied, however, one cannot help but feel that the con-
victed executives were unlucky. They were subjected to an
unfortunate quirk of fate, Often these convictions are a
result of some federal 1nvestigator declding that a par-
ticular industry should be investigated, =znd indeed, this
1s the only practicsal way such procedings could be carried
out for there are far too many examples of buslness abuses
to allow the authoritles to prosecute at one time,

The standard solutions to corporate abuses has been the
imposition of government regulation in the form of com-
misslons,

Have you ever trled to figure out why gov-
ernment 1s meddling in your affalrs and the
affairs of the publie through its regulatory
bodles? Have you ever made an effort to un-
derstand why there are so many agencles to
inspect meat, poultry and other foods, to 1ln-
spect tenements and other types of housing
in the interests of health, sanlitation and
gafety? Have you asked why we have a Federal

Trade Commission, Securities and Exchange
Commission, Federal Power Commisslon or
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Interstate Commerce Commlission?
If you study the origin of these agencies,

you will have to draw the conclusion that all

these things, troublesome and expensive as

they may be, become necesgary to modern,

thoughtful government because a minority of

people in professions, businesses and other

groups act unethlecally, act 1llegally, or

fall to do what the public - and responsible

businessmen - regard as the correct and proper

thing to do,.

ssawhere government regulates, someone has fall-

ed to self-regulate, 11
As previously mentioned, regulations serve as a deterrant
to abuses, but do not remove the causal factor. The pre-
scence of a great many regulatlons does not point out an
ethical soclety, but rather one which needs extenslve
rules of actliorn and punlishments to coerce it to zact in
a moral manner, We cannot even say that the preseence of
these regulations decreases the volume of unethical prac-
tice. Before the Industrial Revolution there were few
laws that applied to busliness, and business abuses malnly
conslsted of shortchanging customers, spectacular adver-
tisments, and fraud. Today there are extenslve regulations
applying to such practices yet there still are many abuses
of this nature,

The answer to the problem of unethlcal business prac-
tige does not lie in extensive regulation, for thisg 1s
only a deterrent, It would be as sensible to suggest that
a toothache could be cured solely by the use of novacalne
as 1t would be to suggest that laws create morality, Laws

only serve to prevent the symptoms of unethlical behavior
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from appearing too frequently, just as novacalne serves
to block the pain messages from being transmitted to the
nerve center. The cause of unethical behavior in & cap-
1talistic soclety is man's inability to cope with all the
problems he encounters withln the framework of the system

through legitimate means,
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Caught 1n our misty business morality is
the middle executive, that decldely twentieth-
century Amerlcan who holds such fascimation
for Jourmalists, soclologlsts and novelists,
Not high enough in the organization to pro-
fess innocence, yet too high to practice it,
he must contlinually interpret management pol-
icy, make the daily decislions and do, or order
others to do, the sometimes dirty work of the
market, 12
It 15 necessary to our discussion to define what is
meant by a middle executive, The term is frequently applled
to those who are near the top, yet not at the top, of
modern corporations, Such positions as vice president,
plant manager and sales manager would be included in the
group if such were the definitlon, However, such a def-
inition would exclude too many other positlons, and cer-
tainly the vast majority of businessmen, for a discussion
of present business practices, A better definition for our
purposes would be all men engaged 1n business who perform
one of the flve baslc management functions; that is plan-
ning, organizing, staffing, dirscting and controlling,
These limitations would create a group that included
not only the previously mentioned positions, but also
foremen, clerks and their supervisors, and salesmen, By
widening the scope of the group we are able to have a
dlversified selection of business roles to study, and
still have a group wlth one common characteristic: thelr

primary function 1s to carry out orders from thelr sup-

eriors, or at least base thelr actions on corporate
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policy. Thelr role sharply contrasts with top management
for they put into action policy formulated by their sup-
eriors, Middle executives are very similar in function
to soldiers whose duty conslsts of followlng orders dic-
tated by the general and hils staff,

Middle executives typlcally win promotions by success-
fully completlng programs or actions ordered by top man-
agement, Career men within a company win top positions
by worklng their way up 1n the orgenization, and doing
this requires meny years of correctly followlng orders.
Untll a man 1s at the top his job 1s passive 1n pollcey
matters, He recelves orders and then executes them, Dis-
counting factory workers, the mlddle executlve is on the
end of the chain of responsiblllty typlcal of business.
The stockholders communicate their wlshes to the president,
board of directors and other top executlves, These exec-
utives then formulate what they consider to be the best
means of carrylng out these wlshes, and then order thelr
subordinates to follow the plans they have lald,

To simplify matters we shall assume that these middle
executives have little power to iInfluence the decislons
of the top executlves, They may be asked for an opinilon,
or to make a report, but they do not sit in on polley
meetings, If we assumed that they had the power to in-
fluence policy decislons we would be glving them the power

of the top executives, It 1s esgssentlal to clearly separate



(45)

top and middle management whén attempting to dellneate
the responsibility each position bears although there
are many cases in the business world where such a separ-
ation would be difflicult if not impossible,

In the electrical price-fixing conspiracy middle exec-
utives were convicted, Almost all of them exercised 1ittle
1f any control 1n their orgenlzatlions. It was rather clear
that they were carrying out orders or at least following
established company or industry practice, Most of them
had spent many years with theilr companles and undoubt-
edely had 2 large stake in retailning thelr Jobs., As 2
middle executive's ability 1s most often judged by how well
he carrles out orders, or a2t least by how well he can
interpret and apply company and industry practice, we
may assume that these men would be in some danger of loslng
their jobs if they refused to collaborate., We shall have
to assume for simplicity's sake that these men were faced
wlth the latter situation, By dding 50 Wwe willl be able
to make many distinctions that otherwlse would be impos-
sible,

In attemptlng to assess a person's responsibility for
a glven act 1t 1s necessary to determine the amount of
control he had over the sltuation. If a person has no
control over a situatlon and has only one course of actlion
he is most often not held accountable for his action.

However, 1f a person has no control over a situatlon, and
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a cholce as to his action, he is usually held responsible
in some respect. The flnal case would be to have a person
in control of a sltuatlon and a choice of action, On first
thought we may be tempted to place the top executive in
the latter category for he is the one who determines
corporate policy. Yet this corporate policy is not the
situation he is in, for 1t 1s only an actlion that he
chooses to take, Hls situation 1s a composlite of pres-
sures from the stockholders and the prevalling business
environment. The policles he creates become a part of the
environment, yet are not a part of the situation at the
time of creation, He does not have complete control over
the situation by any means, although he does exercize
limited control 1n some cases.

The middle executive also has some control over the
sltuatlion although it does not fall withln the realm of
determining company and industry pollcy. His control lles
in the fact that he joined the company, or entéred bus-
Iness, and he would have to be very nalve indeed if he
had not anticlpated the possibility of belng asked to per-
form an unethlcal action, However, the control exercized
by the middle executive 1s best classifled as unavoldable
control, for the only way to avoid the situation would
be to not enter the business world. The more appropriate
form of control held by the middle executive would be the
role his ambltions play 1in the situation, Without ambition,
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a man would have little reason for breaking = law, Sim-
ilarly, an executive who had no desire for advancement,
or even a desire to retaln hils preseant Job, would have
1ittle of the motivation that an ambitlous man would have
to perform his Job at all costs, The prescence of ambltion
1s 50 manifest in the business world that 1t 1s always
taken for granted and ignored in examinatlons of the
causal factors irn scandals, We may say that he was a greedy
man, or an unethical man, but rarely is 1t stated that he
was a victim of hils own ambitlon,

If we created a hypothetical businegs community that
was devoid of ambltlon, (altaough ambltion and industry
go hand- in-hand), thers would very likely be little
incentive for corrupt practice, Ambition is a very import-
ant point in our discussion for it 1s the very thing that
leads them into positions where the businessman sees no
alternative except unethlcal practice, Many businessmen
who are convicted for an unethical practice maintain that
they were forced into it by thelr environment, They do
not recognize the role thelr own ambltion played for they
assume, and quilte correctly, that everyone else has amblt-
tlon and would end up in the same circumstances 1f he
were placed in the same positlon, This statement is
probably true, Many people would end up 1n the same
position as the General Electric executives if they had
the ability, ambition and luck that characterized these
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men,

The attitude that 1s most probably held by the major-
ity of executives who are confronted wlth & conflict be-
tWween company orders and practices, and thelr own feelings
of morality 1ls one of hopelessness., They have had 1little,
if any, say in the matter, They cannot hope to walk into
the president's office and persuade him to change hls
mind and 1f they attempted to do so would probably lose
all chances of future advancement., Flnally they know that
1f they do not do 1t "someone else will", The man knows
the consequences of any action that he may take in the
situation with a great deal of certainty, It is qulte
understandable that these practlcal consequences frequently
outweigh the moral implications of an action.

Modern executlves are caught in what has aptly been
termed & "rat race®. They have heavily invested thelr
lives in thelir careers and to falter or slow down would
be to fall by the wayside, Modern businessmen are further
hampered by the excesslve competition among them for the
top positions., They realize that 1f tuey criticized or
questioned their superiors when conversling with their
peers, thelr words may very well reach the men they crit-
iclze 1f 2n enemy were present. The competition among
middle executives, which 1is generally fostered by comp-
aniles, causes most of them to become very neutral in

character in dealings wlth others wilthin the company. An
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alr of comradeship is frequently exuded by & company's
employees, but one wonders what ambitions are hidden be-
hind the masks, Dictators commonly play thelr subordinates
agalnst one another to shift thelr focus of attantlion

from him, When these subordinates are busy competing

with each other they have less energy to devote to an-
alyzing the dlctator and his policles, The competition
among the subordinates also tends to divlide them and
thereby make them easler to control,

The modern buslness organization also has the same
effect upon employees. Each man, entrusted with a seg-
ment of the business, yet generally lacking an overall
viewpolnt, cannot questlion management decisions wilth much
factual knowledgze, They may belleve a decilslion to be wrong
in some respects but usuzlly reallze there may be other
compensating factors of which they are not aware. Further-
more, the division caused by the natural competitlion for
favor restrlcts the amount of personal confidences ex-
changed by employees. They tend to keep all but the most
trivial criticism to themselves, criticlsm which they
know would not be worth repeating to the man criticlzed.
Again, speaking in general terms, the amount and serious
nature of critlcism lncreases directly with the distance
separating the speaker and the object in the corporate
hierarchy. It is not at all unusual to hear a factory

worker condemn the president of his company when speaking
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with a fellow worker, However, it is more unusuzl for a
factory worker to condemn hls foreman, The loglc behind
the level of criticism is simple., If the other factory
worker were to tell the foreman that hils companion had
spoken 111 of the pregldent, the foreman would probably
elther content himself with delivering a lecture to the
know-1t-all worker, or else lgnore it., However, if the
foreman were told that he had been criticized by an im-
medliate subordinate there undoubtedely would be a rather
unpleasant reprisal.

The unfortunate effect of the critical practices of
corporate employees ls that most people only dare crit-
icize that which they are separated from by many levels
of hiersrchy. The employee's most lmmedlate superior is
usually the one who affects the employee's promotion
to the greatest extent. It 1s important to be liked and
respected by thls man and therefore 1t would be unwise
to offend him. Most people are very offended when criticism
1s directed at themselves, and thereby 1t would be most
unwlse to criticlze him, However, we know more about
the job our immedlate superior 1s filling, or should be
fulfilling, and therefore would have the soundest factual
kpnowledge upon which to base critlclism. We know less
about a positlion separated by many layers of hierarchy
and therefore have much less right to criticize him,
Therefore, a great deal of criticlasm that is delivered
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within an organizatlion tends to be superficlal and sub-
Jective,

Organlzations are, however, through the committee
process, able to arrive at sound decislons pertaining to
operating pollicy. Indivliduals are usually willing to lis-
ten to objective criticlism and corrective suggestlons.
Bthical matters are not so detached from emotionr, Dis-
cussions in thls area between two indlviduals are on very
sensitive ground. To even question whether an actlon or
policy 1s ethlcal constitutes a challenge to the person
who is asked, A subordinate may ask his superior if he
did not think 1t better to have more salesmen in the
Cleveland areaz, However, if he were to question the same
superior on the morallity of a current practice, it would
be another matter, A man who acts in a certaln fashlon
accepts that actlon, For another to question the sccept-
ability of that action 1s also questioning the acceptab-
11ity of the actor,

Unfortunately, ethlcal questions are a sensltive sub-
Ject, and for thls reason sre seldom pald more than }ip
service, I would venture to say that a man would much
rather question another's accounting procedure, than his
practice of overstating his expense account. The semantic
difficulty encountered in arguing moral questions further
stymlies attempts to debate such matters, To state that a

certaln practice is "bad" means little more than that it
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is dlssgreeable in the eyes of the beholder. Being "bad"
may describe a condition that is detrimental to the pub-
lic welfare, 2 condition that is harmful to the practit-
loner, or an aesthetically lnadequate work. An unethilcal
business practice generally is considered one which 1s
11legsal or one which is contrary to commonly accepted
communlity or business practice. It 1s contrary to the
publlic interest.

Typically, gquestlons of morallty are settled by con-
sulting the law. If the law permits, 1t is woral, or at
least moral enough., If 1t 1s illegal, 1t 1s forbldden,
although not necessarily lmmoral. However, questlons of
an extralegal nature are not as easily solved. The law
does not forbld & man to ouy land at a pittance, other-
Wwise worthliess, which he, and he alone knows contains a
valuable mineral deposit., He could do this and be per-
fectly legal, yet both Kant and the Golden Rule would
condemn because he would have acted in a manner he woulgd
dislike if it were practiced on him.

Although there has been a marked trend among businesses
ln recent years to shoulder greater public responsibility,
there still 1s 2 tendency to consider the law the final
determlnant of morality. The factors that prohlbit intel-
ligent and meaningful discussion of moral buslness prac-
tice within a company are great, and are greatest upon

the middle executlive, He is in, by no means, a position
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to question the abllity of his superiors, let alone gquest-
ion thebr morality. He exlsts in an environment that is
not conducive to phllosophical thought. He 1s committed
to the "rightness" of accepted business practices. A young
executive that questioned the acceptabllity of established
practice would quickly be singled out as a "troublemaker".
We admit the lmportance of environment in our dealings
with criminals, The courts have generally established
a sympathetic attitude toward offenders coming from slum
areas and disturved families. Thelr reaction agasinst
soclety is attributed to an unsatisfactory upbringing,
Bowsever, the business community which produces more than
1ts share of offenders i1s seldom held in the same light,
The electrical price-fixing conspiracy case, involving
some of the blggest and most respectable companies ln the
United States, seemed to indlcate that a different set
of rules are belng used 1In judging offenses. The court
recognized that "the real blame is to be lald at the door-
step of the corporate defendents and those who gulde and
direct their policy" 3 . However, it falled to recognize
or state that the men convicted were simply at the wrong
time in the wrong place., It would be nalive indeed to as-
sume that the problem would never have arisen if these
men simply had not been born,
It 1s almost certain that other men would have taken

their place in the consplracy. The situation and the en-
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vironment in which these men worked was every blt as much
of a moral slum 28 any underprilveledged area of the coun-
try. The respectabllity of the buslness community tends
to disgulse the fact that 1t 1s, and has been, & breed-
ing ground for corrupt practice. This does not mean that
the majority of businessmen are intentionally unethical,
or that even more than a few are, but 1t does mean that
the business environment provides many temptations for
unethical action,

Perhaps one of the reasons the buslness world is not
seen 1n such a light 1s that 1ts offenses are
generally against the public welfare, an insldiously
difficult term to grasp. It ls easy to see the harmful
effects of mugging and to comprehend the mallce behind such
an action, however, 1t 1s far more difficult to visuallze
the detrimental nature of price-fixing since 1t is both
complex in scope, and not directed agalnst any particular
person or group. A person normally would be angered 1f
he were struck by another, yet the same person would not
necegsarily feel the same emotion if he was watchlng a fight
and was accldentally hlt, He was the intended object in the
first circumstance, and a victim of chance in the latter,
In a simllar vein, it would be rather difficult to feel
that he was the Intended target of General Electric when
1t entered into collusion with the other electrical

companies.
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He may feel indignant that General Electric chose to
pursue thls policy, yet he could not have the same emotion
2s he would have 1f someone tried to rob him. If the
public had the same indignation for corporate abusesg, which
are certainly more harmful to the general public welfare
than a solitaery robbery, as they felt toward a criminal,
1t 1s very likely there would be a correspondingly dif-
ferent attitude toward the business communlity as a whole,

It would not be deslrable in 2 capitalistioc economy
for the public to be hostile toward business, It would
be desirable, however, for the public to be more lnquis-
itive. Unfortunately, the public apparently is contenting
ltself with government determination of the morality of
business practice. This publlic attitude is simlilarly borne
by the middle executive, although frequently of necesslty,
If the middle executives, as a group, were more critical
of company and industry practlce, they would certainly
be able to put pressure upon thelr superiors to not at-
tempt to coerce or compel them into performing unethical
practices, However, this brings us to the same conclusion
we reached when considerling the stockholders and top
management: 1t must be a group actlon to be successful,

We have concluded that business morality lles ocutside
the control of the individual, Although he himself could
remain ethical by refusing to participate in an unethical

actlon, others would take his place. We are not concerned
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with determlining how an individual may be ethical in the
business community for the answer 1s simple: refuse to be
unethical, However, we have also determined that the prob-
lem will not be solved unless group action 1s taken, and
2s 1t 1s not being taken to any great extent at the pres-
ent we must determine the responsibllity of those who are
presently engaged in unethlcal practice,

The single buslinessman cannot prevent an unethical
practice from being performed either through hls entreaties
or his refusal to partliclpate. In elther case he will be
replaced by another willling to act in the lmmoral manner,
The middle executive 1s caught 1In a dilemma, and one
which may well be compared to the old adage, "he cut his
nose to spite his face". Owing to hls environment, we
cannot really blame 2 man who has fixed prices. We may
say that 1t would have been better if he had not, yet we
cannot say that he acted without good reason, He may
have been faced wlith a decislon that had unpleasant con-
sequences connected wlth both alternatives. Should he
sacrifice hls career or his convictions?

The great moral improvements of the world have been
tied to men sacrificlng thelr self-interest for their
beliefs. We can indeed say that the price-fixers were
lesser men than the great martyrs of history, but to
conclude the 1lnqulry with such a statement would do

1ittle Justice to the situation. Every man who concluded
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his Judgement with an oplinlon of thles nature would have
falled to place himself in the place of the lncriminated,
It 1s Important to empathize with the person studied in
order to assimllate the psychologlcal factors of the case,
A hypocrilte ls defined as a Yalse pretender to virtue

or plety among other thlngs, One would indeed be hypo-
crltical 1f he condemned another without truly knowing
that he would not have fallen prey to the temptations

that swayed the condemned,

One may counter this argument by statling that the
morality of an act has nothing at all to do with what
another person would have done 1in the same situatlon, and
the polnt 1s well taken., However, the condemner 1s only
separated from the positlon of the condemned through
fate. He was not in the same place because of the barrliers
of time, place and inclination, If the condemner cannot
truly say that he would not have sureendered to the same
temptations, he 13 Just as unethlcal, Condemning men for
their actions using black and whlte standards of Judgement,
ls 11ttle more than éearching for scapegoats.

The middle executlve has been the scapegoat in almost
all investigations of business abuse. The top executlvesg
are roundly blamed for their part ln the situation, but
the middle executives are fined, Jalled or fired to
protect the company lmage. Little conslderatlion has been

glven the fact that many people would very likely have
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dona the same thing had they been in a simlilar poslition,
When a city experliences a crime wave, or when a particular
area has a hlgh crime rate, various agencies normally
bezin Investigations of the causal factors behind the crime,
In some ca2ses slums are torn down and replaced with modern
housing. The authorities seldom content themselves with
merely punishing the offenders for modern penzl theory
discounts the deterrent effect of such punishment. The
penalty may deter the reclplent from repesating the action
in the future, but it 1s also believed to have minimal
effect uporn others contemplating similar action.

Unfortunately, the dissimileritles between the slug
neighborhood and the business environment prevent the same
therapeutical techniques from being applled to both, The
business world 1s respectable while the slum is not. We
can well imagine the indignatlon that would arise if a
soclal worker attempted to work wilth buslnessmen, Yet the
survey of accepted unethlecal business prasctlces mentioned
earlier would seem to indicate that immorality 1is as
widely accepted in the buslness world as it is in & slum
area. It would e2lmost appear that respectability 1s deter-
mined by the type of crime being commltted.:

One of the difficulties encountered in viewing the
business world as a morally unhealthy clime undoubtedly
lies in 1ts appearance, The typlcal buslinessman 1s an

educated, informed and concerned person, He supports
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charitable institutlons and perticipates in community
projJects., It 1s dlfficult to imagine that this person
works in an environment, peopled mainly with others as
himself, that dally provides temptations for malpractice.
Thls diffliculty 1s encountered because we have been exam~-
ining the people that participate in the system, and not
the very nature of the system itself,

The reasoning and morallzing that evolved from the
electrical price-~fixing trial in 1961 was systemmatlic and
very much 1n accord with other investigations of business
malpractice, The mlddle executives, who were punlished,
commlitted these violations elther because they were told
to do so, or bacause they belleved that it was the best
way to accompllsh thelr objectives, They felt that they
were not actually acting unethically.

In both the price-fixing consplracktes angd
the conflict of lnterest cases which enliven-
ed our recent corporate hlstory, the prin-
cipals maintained to the end that there was
no vietim; they may have violated a law, they
conceded, or committed a faux pas, but they
had harmed no one, A Westinghouse sales man-
ager explained: "I assumed that criminal ac-
tion meant damaging someone, injuring some-
one, and we did not do that," 13

However, they should have known better, and as educated
men are not entlitled to such ratlonzlization, The top
executives, the men behind the plot, are even more gullty

for they had the power to prevent such action,

The court, in 1ts declsions, falled to acknowledge



(60)

that the very same scandal would probably have occurred
even 1f the Cordlmers and Browns had not been born., The
court chose to examlne the case by anslyzing the men in-
volved and thelr motives., The court, of course, was ful-
f11ling its function: try the case and punish the guilty,
Unfortunately,however, weeks after the decision identical
bids were still being submitted to public utilities. The
punishments levied had failed to prevent a recurrence

of the actlon., We are then left with the rather lncon-
gruous sltuation of several executives confined in Jall
for a crime which would have occurred in any case, to
serve as a warnlng to ofhers who consldered a silmilar
course of actlon. Whlile these men are 1n Jall the

same crime 1s belng carried out by the men who have replaced

the convicted,
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The Sherman Adams case pointed up the most
worrisome aspect of all instances 1in which
improper conduct becomes a publlic scgndal.
Inevitably, each disclosure leads to a weak-
ening of publlie confldence 1n whatever seg-
ment of soclety 1s directly involved. And,
more important, we are presented with a bad
example that will lead some people to con-
clude that lax morality 1s a way of life in
high circles, If such thinking gains currency,
individuals may lower thelr own standards
wilthout even realizing 1t, because they think
that this 1s the way the world moves for suc-
cessful people, 14

Unfortunately, the American public 1s consgstantly belng
provided examples of lax morallty in all walks of llfe,
The constant sﬂ?am of convicted government employees .
who took bribes, altered reports or concealed information
has undoubtedly given the government a black eye., The
frequent Justlce Department procedlngs against monopolies
in blg busliness has hurt the corporate lmage. The fixes
in sporting events during recent years produced a storm
of skeptlicism, In each case, only a few of the people par-
tlclpating in govermment, business or sport were gullty
of unethical action, but the effects were almost as great
as they would have been 1f everyone had been involved,

The occurrence of an immoral actlon generally rein-
forces the llkelihood that it will recur. Men usually
prefsr examples to follow, whether they be for the good
or the bad. Cases of lmmoral practice provide us with
the latter, and mske 1t easier for us to follow a bad

impulse, Very few people would care to be the first to
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do something, whether it would be climbing a mountaln or
robblng a bank, It is comforting to be sure of the con-
sequences of an actlon before takling 1lt. The inclination
to practice an actlon generally lncreases with the number
of practlitioners, If only a few women wear a bikinl bath-
ing sult, others are somewhst reluctant to do likewlse,
Howewer, if mgny women wear blkinis, others are much more
willing, (granting the necessary requirements!).

If most men in a company cheat on thelr expense ac-
counts, & man would know that if he were caught he could
also point out examples of others doing the same thing,
He would feel that the company did not have the right to
punlsh him unless 1t a2l1so punlished the other offenders.
If, however, no one cheated on thelr expense accounts, a
man who did so, and was caught, would have no support to
fall back on to protect himself, The existence of many
forms of unethical practice ln the business world sihilarly
provides a basis of ratlonallzatlon for practltioners, A
price-fixer can polnt to the false advertiser or the
secret rébater. He 1s able to soften his own gullt to a
degree in the light of the practices of others. And in-
deed, he has a valid point. He 1s nelther worse nor better
than many other men,

His environment provides many temptatlions for such
unethical practice. Men, belng human and therefore prone

to weakness, understandably fall prey to these temptat-
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lons, Unfortunately, the very nature of the capitalistic
system reinforces man's weakness. Capltalism is powered
by man's self-interest in search of profit.,

The distinctive feature of the modern develop-
ment has been the tendency to abandon moral re-
strictlons and to substitute a wage system,
freedom of exchange, and free contract.,c*e++*+7To

prevent extortlonate prices on the one hand,
or unduly low prilces or wages on the other, the

reliance was on competitlon and the general
principle of supply and demand., 15

Although the concept of a "falr profit" has recently come
into vogue, particularly with respect to public utilities
and other government regulated lndustries, businessmen
seek to maximize profit 1n the long run. A corporation
guldes its actlons along lines determined by prerequisites
for accomplishing this goal. Some corporate actlions may
seem to be entirely benevolent such as large donatlons
to charity or public institutlons. However, the company
1s quite aware that such actlion is recelved favorably by
the public who are the ultimate consumers: of the company's
products. This 1s not to say that all corporate actlons
are Machiavelllan, but to suggest that the good of the
company and the good of the public colinclde in such mat-
ters,

Almost any action, system or person can be seen as bad
if conslderad from a cynlcal polnt of vliew, It may seem
that many of the oplnlions and examples hitherto used have

been produced by a cyniczl observor, Such is not the case,
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however, because the very nature of capltalism 1s prone

to devaluating the importance of theoretical value, The
search for profit ls, and must necessarily be, the primary
consideration in corporate action, Companies are more
concerned with the most profitable locatlon for a new
plant, not with placing it in an area that most needs new
employment, A corporate president ls not necessarlly
chosen for hls exemplary moral conduct, but certainly for
his supposed sbility to run the company. Capltallsm would
certainly not work as well, if at all, if it had to choose
1ts leaders eantirely upon thelr character. An unsympathetie,
demandlng man who consldered ethics to be the equivalent
of law may make an excellent corporate presldent gronting
the abllity 1n other matters., On the other hand, a man

who considered ethlcs to be more than the law, which they
should be, may not be able to produce the results that the
other man could, He may be reluctant to fire an old friend
who was inefficlent and costing the company many oppor-
tunities, or unwilling to enter into a price war with a
small competltor.

Although not always true in the long run, the saying
that "nice guys finish last" has some valldity in cap-
ltalism. Although it 1s possible to counter the previous
argunents by saylng that the harsh man is belng extremely
ethical to hls stockholders by removing an inefficlent

cog in the machine, there are many other examples that
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can be used to further the poirnt, In an industry where

a certaln unethlcal practice 1s being used to great ad-
vantage by most of the companles, 1s the president being
falr to hls stockholders by not following the example?
This point again can be argued forever from different
viewpolnts, but the consequences of an actlon elther way
are clear, If the unethical practlce 1s not copled by the
company, it will be at a disadvantage. Typically, profits
wlll be lowered and the stockholders wlll be dissatls-
fled with the company's standing in the industry., The
president wlll be vulnerable, Els unwillingness to follow
the practice may eprse khim to a storm of criticlsm from
hls fellow officers who feel their Jobs threatened.

The presldent would not be in danger of losing his
position because he refused to be unethical, but rather
because his refusal had resulted lu lower profits., The
unsatisfled stockholders probably kunow nothing of the
reason for lower proflts other than lowered sales. We
cannot really blame the owners for thelr dlsmay as they
are only protecting their investment, ndt trylng to harm
the president or promote immorality, Capltalism is syn-
onymous with the search for proflt. The stockholders
quite naturally unconsclously favor the unethical prac-
tice, although they may be shocked if they were told this,
ag 1t will raise profits, In this manner, the capltalistic

system reinforces the praé%bility of an unethlcal actlon,



(66)

The practltioners may not be acting willingly but they
are forced to do so by thelr own self-interast, the power
that propels the system.

Any machline that uses some form of energy for power
should also protect agalnst the excess energy leaking
out and having harmful effects. Unfortunately, in human
systems, 1t 1s impossible to create exhausts and converters,
Energies that propel men also may destroy them. The cap-
1talistlic system, utilizing men's self-interest, also
heightens it to a point where 1t is not always control-
lable., In-stead of the exhaust systems and converters
we implement laws to contirol expressions of self-interegted
gacts we deem detrimental to public welfare, The lnherent
dangers of capltalism are lnescapable, There ls no prac-
tical way to decrease the degree of self-linterest essent-
ial to insure the working of the system, If man were less
interested in procuring material comforts for himself,
and thereby less concerned wlth making a profit, he would
also be less motivated to acqulre a practical education
that would enable him to insure his goal,

Without the ability to sacrifice present pleasure for
future gain, businessmen would not put in the long hours
and hard work essential to the functloning of our dynamic
sconomy. We must accept the problems that inevitably ac-
company caplitalism, As with almost anythlng, the good

aspects of an entlity are azlmost lnvariably accompanied
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by problems, The scandals and abuses that have occurred
in Amerlcan business have often overshadowed the bene-
ficlal contributlions, Bilg business has made 1t possible~
for Amerlicans to enjoy the highest sténdard of living in
the world., Sacrificing the caplitalistlc system to prevent
abuses would also mean giving up its advantages, material
though they may be, The comfortable mode of life exper-
ienced by the vasy majprity of Americans has provided us
with a stable government, for comfortable people are not
apt to revolt., Some may say that comfort 1s not everything
but they would do well to observe the conditions in the
underpriviledged countries in the world. Thelr cltizens
live in an atmosphere of pollitical ferment due to their
dissatisfactlon wlth conditions.,

There is 1ittle doubt that there wlll always be ex-
amples of unethical practice, and reformers should not
set their goals upon completely eliminating its occurrence.
In-stead of seeklng to punish unethical action we should
seek to reward ethlcal practice. Regulation frequently
only causes immoral practice to reappear Iin non-regulated
areas, While regulation has proved helpful in deterring
some practlces, 1t should not be regarded as the end all,
Problems involving a large segment of soclety are not
solved or bettered unless there 1s group participatlon,
Capltallism, through its workings, has created a cynical

lmzge to many people., They view 1t as a battle, with the
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survival of the flttest., Cynlclsm with respect to other's
motlves begets an unhealthy, although reazlistic, attitude.

The survey token for the Harvard Business Revlew by
the Reverend Raymond C. Baumhart, S.J. contained another
startling finding, Most of the executlves responding to
the poll stated that they considered & majority of thelr
equals to be unethical, and that they considered them-
selves to be ethlcal, This lndicates 2 cynical and pes-
simistic sttltude, and one which 1s not conducive to
ethlecal practlce. Perhaps the businessman should not be
faulted for hls pesslimistic outlook, but business in gen-
eral would do better without 1t. Morality connotes co-
operation among members of soclety, and thils cooperatlon
1s made difficult by the lack of trust. The capltalistic
system demands competition, and competition can easily
lead to hostility 1f the stakes are high, Unfortunately,
this has been the cz=se ln our soclety, and ln some respects
1t seems that the urge to express hostility, or to beat
the game, has replaced the profit motive,

However, capltallsm has worked, and worked well, It
admittedly gives rise to many forms of abuses, yet I
would say that this 1s true of all workable economio
systems, Critics of the system point to the discrepancy
between labor and management with respect to standard of
living., They use examples of bad bdbusiness practice as

norms. Yet thelr criticism has not reached the heart of
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the matter., These abuses are natural conseguences of the
system, Men, motivated by reasons of self-lnterest, and
operating in a system that determines actlons through
reasons of self-lnterest, are prone to actions that are
detrimental to the general publlic welfare, Capltalism has
worked because it is powered by man's strongest drive, It
cannot always be expected to harness thls energy.

We are led to the final point. Is it posslible for a man
to be a capitalist, and tc also be ethlcal? If we define
being ethical to mean that a man must always follow lron-
clad rules of conduct, theh we can also ask whether 1t 1s
possivle for a man to be human, and to also be ethical.

I 40 not belleve that a man could always be ethical, even
though he may violate only minor points. If we stated that
e man could not be Judged moral 1f he ever told a lle, we
would eliminate all men, Tact and dlscretion forbld us
from glving honest oplnions as to another's mode of dress
or taste if so asked. A man who constantly expressed dis-
pleasure with his friends' clothirng would soon find him-
self alone, Ethics are better defined from a broad point
of view.

A buslnessman, bellevling that he will lose hls jJob if
he does not fix prices with competitors, irn so doing
would have acted 1n an unethical menner, yet he would
not have acted in an unforgivable way, He was caught in

the system. Any other man may well have ended in the same
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position 1f they had hls Job. If he were convicted for
price-fixing he would be serving as a scapegoat for cap-
itallism, but scapegoats are requilred to serve zs examples.
The seeming paradox of caplitalism and ethical behavior 1s
unfortunate, yet normal, Man has not yet lanvented a sys-
tem that precludes lmmoral action, The question is not
whether capltalism 1s bad because there are many examples
of abuse, but rather does capltalism fulfill its goal as
well as other systems?

It 1is unfalr to evaluate the worth of the capitalistlc
system on the basis of the moral practices that it pro-
motes, Man has maneged to be lmmoral in every environment
yet devised., Changling the system will only serve to slter
the physical manifestation of unethlical behavior. Natlons
run on soclallstlc principles are at least as susceptible
to bribery and collusion ag capltallsm, In manry resgpects
we have trled to look beyond ourselves ln searching for
reasons causing unethlcal behavior, The capitalistic sys-~
tem, in many respects, only reinforces our inherent weak-
nesses, A great deal of the recent rise in publicity con-
cerning cases of corporate malpractice lies directly in
the slze of the modern corporation,

Little interest would be generated in eighteenth con-
tury America if the newspapers carried a2 story relating
to collusion among cobblers in a clty. Yet imagine the

controversy that would arlse if several modern shoe comp-
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anies were convicted of price-fixing., Glant corporations
are more newsworthy than small business, Our economy is
increasingly belng dominated by large firms, and therefore
are 1n the news more often, We are apt to think that modern
America 1s more unethical than its forerunner simply be-
cause one reads of such abuses wlth great frequency.

In additlon, two simllarly motivated and practiced
unethical actions are egual in immorality regardless of
the scope of thelr consequences., The elghteenth century
tailor would only be affecting several hundred consumers
if he were in colluslion wlth other tzilors ir his locale,
A modern clothing company, however, would be affecting
a great many tlimes that number 1f 1t acted in a similar
manner, The tendency to relate the morality of an action
and the size of its physlcal manifestation blurs impar-
tlal Judgement. A man who cheats on his lncome tax state-
ment or expense account is acting as lmmorally as a comp-
any that seeks to evade taxes,

It may appear that I am attemptlng to play down the
importance or necessity of moral thought 1ln our society,
Such 1s not the case, however., I have trled to stress
the importance of fully understanding the environment in
which the modern businessman works, and how this environ-
ment often leads him into unethiczl ways, It is one thing
to criticize, another to improve the situation, Judgement

of only the acts, and not the psychologlcel aspects of a
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case, ls not valid Judgement for 1t contains little un-
derstanding. We cannot hope to improve the ethical nature
of capitallsm unless there 1s also an understanding of

1ts workings on the part of businessmen,
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The problem of semantics is inherent in any discussion
of ethics. The general term "ethies" is itself commonly
confused, In addition, systems of ethics must be built
upon assumptions, and assumptions are necessarily subject
to lengthy debate. These two problems are encountered in
my investigation of the ethical practices of the modern
business community and to remedy the situation I have taken
two steps: the first being an attempt to clarify the mean-
ing of terms used therein; and the second being a clear
description of the assumptions utilized to further my
analysis, Yo satisfy those who would disagree with these
assumptions, I have attempted to outline the consequences
of differing premises,

lhe first assumption in my discussion is that the cap-
italistic economy is powered by the motivation supplied
by man's self-interest. We are conditioned to basing our
courses of action upon an orientation toward gratifying
this self-interest. “areers are chosen by blending apt-
itude, interest, and remuneration. Yf course, some people
are less materially inclined than others, but the average
member of our capitalistic society is concerned with the
physical rewards derived from his employment. “tatus and
happiness are all-important considerations in pursuing a
chosen course of action, yet all too often they are meas-
ured in physical terms.

‘he normal self-interest natural to mankind is height-

\
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ened in capitalism, due to the emphasis placed upon mater-
ial compensation., “Yur thinking becomes mechanistic as life
devolves into a complex game played by the rules. Ye are
accustomed to performing meaningless or unpleasant duties
to fulfill our gratifications. ‘hought, consequently, in-
terfers with the completion of our everyday routines. ‘e
learn quickly not to be outspoken, as the outspoken one
threatens the security of his fellow man. Lhe majority of
the people are quite willing to accept other s views on
morality, and indeed this is the sensible thing to do as
one does not risk his own neck.

‘he unfortunate consequence of this situation has been
the substitution of the legal and jural for the moral and
ethical, Yur actions are guided by legal considerations
and nowhere has this been more evident than in the business
community, ‘he large legal departments of modern corpor-
ations devote full time to inspecting the legality of
corporate actions. ‘he business community has become pre-
occupied with the law, yet this is necessarily so. L"omp]_e:-:,
modern, capitalistic society demands an elaborate frame-~
work of rules and regulations, “ithout this framework it
would be impossible to have an orderly economy, to say
nothing of protecting the best interests of the people.

“owever, the inherent complexities, contradictions,
and sometimes unfair aspects of our legal system can tempt

men to take things into their own hands. “rom time to time
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cases arise where men have broken laws while acting in good

faith, and other cases where men have been extremely un-

ethical without being illegal., “xamples such as these

foster the growth of cynicism, and generally create an

antagonistic attitude toward the law on the part of bus-
iness.,

Yy second assumption is that the publie, on the whole,
has adopted an apathetic attitude toward business moral-
ity. "hen faced with an ethical problem, far too many
people choose to cynically assume that, Yie L ogon't do it
someone else will. ‘he danger of such an assumption lies
in that it eliminates many of the inhibitions that normally
would preclude unethical action, ‘he preventative factor
in contemplating an unethical act not only lies in it going
against the “right course of action“,but also in that it
would display the actor as one of the few, immoral prac-~
titioners. "“owever, if the contemplator feels that many
other people follow the same course of action, he would
not feel himself to be so conspicuous,

‘hese two assumptions underly my entire discussion of
modern business ethics, and in my Jjudgment are the two
most important causal factors in unethical acts perpetratad
by the business community., he future elimination of theee
factors seems improbable, if not futile, yet there is no
reason to consider things worse than they ever have been

before. “he heightened public interest in business moral-
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ity undoubtedly lies in part in the fact that examples
of corporate malpractice are of such magnitude in scope,

and hence more newsworthy.
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