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 ETHICS AND ETHICS IN BUSINESS

During the past five or six decades, due to the ever
inereasing number of Inventions and technological improve-
ments, to the inecrease in population and ite concentration
in large industrial centers, and to the increased demand
for a greater variety of commadities both at home and a--
broad, American business has grown from a set of comparie
tively isolated establishments to a vast strueture of mu-
tually interdependent commercial and industrial organiza-
tions. This great inter-locking net-work is dependent for
its very existence upon a multitude of intricate relation»
ships, the nature of which has involved & process of con-
stent readjustment. It was natural, therefore, as the sysg-
tem became more complex, and at times somewhat skewed, that
guestions should be asked concerning the validity of sone

of its practices.

Probably the first general question was that of whether

or not businesses should be sllowed to unite into large and
powerful combinations for the purpose of monopolirzing the
lion's share of the markets. That they should do so was

the natural result of business efficiency:. Whether the re-
sult was beneficial or detrimental to the genersl public weas
answered by the passage in 1890 of the Sherman Antistrust
Law, prohibiting such 6ombinations where they were in re-
straint of trade.

Other questions have been asked in increasing number




throughout the years, some being answered with legislation,
some with public sentiment and reaction, and others re§é1n~
ing unanswered. HKeecently, the violence of the stock mafket
crash of October, 1929, and the severity of the present de-
pression have sharply focused the attention of the public on
business methods and on the fundamental nature of the sysbtem
itself. Silncée many of the criticisms concern the fairness
of present practices and the relationships between businéss
and the publie, a study of ethies in business is timely and
pertinent. With the growth of business education in colle-
giate institutions, their assumption of responsibilities in
connectlion with the preparation of young people for business
careers, ant the expectancy of the public relative to the
ideals as well as the abllities of thelr graduates, 1t be=
comes more énd more incumbent upon colleges and universities
to devote attention 1o the social and ethical implications ofv
business. The realization of this responsibility by the
Stockton Junior College and the scheduling by it of a cdurse
of study in The Social Function of Business has impelled the
writer %o make this survey end the following preparation for
a course of study under the above title.

Just what we mesn by ethics in business may well be asked.
And behind that the questién might further be asked as to what
we mean by ethics itself. The %erms are often loosely used
and with a great amount of disagreement as to just what they

represent. Having determined the nature of ethies, often



3
added lack of agreemantris noted in cennection with appliga»
tions to particular flelds, both as to what shall properly
be included and as to tha eriteria . of Judgm@nz. Bome refer-
ence, therefore, to the basic nature of ethics as such séems
advisable before undertaking consideration of an applicatién
talthe field of business, |

Bthics, as such, is one of the four meln branches into
which the study of phlilosophy is divided, the others being
metaphysies,; logie and éesthetics, Through the ages men have
pondered, among many other things, the cquestion of right snd
wrong in human conduct, and have sought to determine stand-
ards and fundamental philosophlies of thought by whiech to judge
conduct. Out of the circumstances end methods of life pecul-
lar %o certain times, the men thereof have woven sets of rules.
by which to judge the charscter of thelr fellows, 48 civile
ization has ehaﬁged and new methods and ways of life have de-
veloped, modifiecstions and am@lificaﬁions in these ethical
standards have been necessitated. Thus in the simple ways
of ancient life, with circumscribed areas and limited types
of human aectivity, the formulation of fundamental rules of
conduet was less complicated; and since the fleld of applica~
tion was less extensive, thought fturned inward to an intensive
exploration in gn abstract way of themsture and implications
of’ conduet as such. Leter developments 1ln the raligious, 80«
clal, political and economic ways of an expanding civilization

have produced newer philosophies and different bases of evelua-




tions.
In th

as

elr volume on Hthics, Dewey and Tufts define ethics

The science that deals with ¢onducet, in so
far as this ls considered as right or wrong,
good or bad., A single term for conduct s0
consldered is '"moral conduct", or the "moral
life". Another way of stating the same thing

is to say that Kthics aims to glve a systemat-

ie account of our judgments about conduct, in
80 Tar as these estimate 1t fro% the standpoint
of right or wrong, good or bad.

The same authors continue with an expansion of their

definition particularly useful as a foundstion to the pres-

ent study:

The terms "ethies" and "ethicalv are derived
from a Greek word ethos which originelly meant
cus toms, usages, especially those belonging to
some group as distinguished from ancther, and
later came to mean disposition, character.

| They are thus like the Latin word "moral®, from

The s
right and

mores, or the German sittlich, from Sitten. As

we shall see, it was in customs, "ethos", "mores",
that the moral or ethical began to appear. For
cus toms were not merely habitual ways of acting;
they were ways approved by the group or society.
To aet contrary to the customs of the group
brought severe disapproval.......The terms ethical
and moral as applied to the conduct of today im~
ply of course a far more complex and advanced

type of life than the old words "ethos" and "mores",
Just as economics deals with a more complex prob-
lem than "the management of a household", but the
terms have a distinet wvalue if they suggest the
way in whieh the morsl life hed 1its begioning.

ubject matter of ethics, then, is concerned with

wrong conduct, and seeks to determine whet is and

what ought to be the "approved” conduct. This postulates

the necess

upon the i

ity of & correct line of conduct which places

ndividual an obligation so to aet, if he is to be

1 yohn Dewey and J. H. Tufts, Ethies, 1.
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ethiecal, or moraX. In other wordé, ethical action implies a
duty to follow a right copduct. 4is stated by Professor Sidg-
wick, 1t means: o
I 1 ¢ 1% individual human beings
Yought'= or what it is "right” for them =~
to do, or to saak to reallize by voluntary
actisna
 While ethics may haveforiginally been concerned pri-
marily with the conduct of an individual, with the develop-
ment in modern society of multitudinous groups and organie
zations, the purposes éf'some of whieh often run ceanter to
the purposes and wishes of others, standsrds of ethieal
Judgnment heve come to be applied to tnéir reépéctiva pur-
poses and actions. Mspecially wherever the aims of a group
have come imto conflieﬁ with the mims of other groups, has
the matter of righiness and wrongnese of motive and conduct
been questioned. The field of ethies has thﬁé widened uﬁﬁil
now it may be said to include all humen conduct, wheﬁhef

primarily betwesen inﬁividualﬁ,.or between individuals and

groups, or betweon groups and groups. When considered in

- the latter liyht, it is referred to as Social uthlc%, and

Wi%hin this broad term we find other more specific designa-
tions made for the sake of convenience, such as Professional
Ethics when applied to the work of doctors, lawyers, teachers
and engineers: In recent years we find the term Business
Ethics coming into use as a result of the inquiries being
made into the 6peratian and practices of commercial and ine

dustrial enterprises. What methods May one business man

1 Henry Sidgwick, he Methods of Rthies, 1

<)

7



employ against a competitor? What rules should g vern his
relatiaﬁships with his employees? What proprieties and what
obligations should he recognize toward the publie? How much
profit is he entitled o make? What loyalties end duties
does hé owe to the c¢lass of business to which he bhelongs?
These are but indications of the general business areas in
which ethical relationships are in question. Detailed anal-
ySis of their ramifications will be taken up in later pages.
Before undertaking to do this,'ﬁowever, let us.note the at-

titude of business leaders and thinkers toward the subject.




IMPORTANCE OF THE SUBJECT

It has been interesting to the writer to listen to the
comments of varlous persons on the subject of Lthies in Bus-
iness. "There are no ethics in business?” has been the flab ﬁ
remark of many. Others have sald, in effect, with skepticism,
that they hoped some could be found. oune prominent business
man in the Sen Franciseco Bay area, a banker;,wenﬁ so Tar as
to say that "All business men are crooked; they all have an
ax to grindl® An instructor in the field of buiness, when
told of the latter remark, replied: "All the more reason %then
why we should think serioualy about the subjeet,»ahd try to
implent in our students a consclousness and knoWledge of bet~
ter ethical standards in business.” That the question is an
importeant one, and is recelving attention 1is attested by the
sponsoring of studies in this field by leading universities,
by the establishment of consumer research bureaus, by the
voluntary establishment of trade codes of ethies, and by the
voluntary submiasiqn of trade ?raetioe agraaments to the Fed-
eral Trade Commission.

One of the first organized steps in this direction was
taken in California in the year 1904 when Colonel Harris
Weinstock, a prominent merchant of Sacramento, established
the Barbara Weinstoelk Foundation at the Hniﬁersity of Call-
fornia sponsoring an annual lectureship in commemoration of
his daughter, to be known as the Barbara Welnstock Lectures
on the Morals of Trade. It is worth while %o guote the state~

ment of Colonel Weinstock in establishing the Foundation, for
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the reason that it is the stetement of a rising business man
who later became eminently successful and whose buginess is
still 6antinuing on a successful basis, and for the reason
that 1t states so well the attitude of an ethlcal man in buse-
iness, belying the statements of some that there are no ethi-
cal men in business. His Preface to the Lectures follows:

Deapite all that can still be sald ageainst trade
practices, against the business lies that are told,
the Talse weights and measures that are used, the
trade frauds %o which the public is subjected, we
are nearer a high commercial standard than ever bew
fore in the world®s history.

Man's confidence in man is greater than ever
before, the commercial loss through freoud and dise
honesty is constantly diminishing and standards are
slowly bubt surely moving upward. The honest man's
chances for success in business are better than ever
before, and the dishonest man's chances for lasting
commereial success are less than ever before. To
grow rich by failing in business is no longer re-
garded as an act of cleverness. The professionsl
bankrupt finds 1t more and more difficult to get
credit. He soon discovers that even his cash will
not win for him the attention that his poorer neigh-
bor commands simply by his character.

Education has done splendid service in raising
gommercial standards. As a rule, the high-~toned
buginess men is enlightened, and, as & rule, the
dishonest, unscrupulous man in business is lgnorant.
Great aid in the direetion of raising commercisl
standards may be rendered by the further spreading
of khiowledge snd enlightennent. There are still
many misgulded men in buginess who imagine that
there can be no success without false welights and
measures, without lies and deceit. It is the duiy
01 avery man in business, who loves the work in which
he is engsged, to do whatever he can to correct this
mistaken notion, and to arouse the same sense of honor
in the circles of commerce that, as a rule is found
in professional life.

In the decades to come men will take as much
pride in being engaged in trade as men always have
taken in being members of a liberal profession,

: It seemed to me that s step toward hastening
such a day might be taken by inviting the best thoughts
of some of the country's best minds on the subject of




W0

"The Morals of Traden.

¥hat better platform for the expression of suech
ideas than that furnished by the Collepe of Commerce
of the University of California® What better way to
spread sueh thoughts than by means of their distribus-
tion in printed form? What better way to train to
higher comnmereial sitondsrds the minds, not only of
the youths who are sesking a university education and
who have in view g business caryeexy, but slso of the
many already engaged in business who have not had the
benefit of a eollege training?

It seemed Yo me that sueh a step might set in
motion a commer¢ially eduestional force which would
prove far-reaching in its influence and most helpful
in raising business charscter.

Thoughts such 8s these prompted the recent es-
tablishing of the lectureship of "The Morals of Trade®
in connestion with the College of Cemmeree of the
University of Galifornia.

~ Let the hope he expressed that this is but the
beginmning of a movement which may be taken up by abler
and wealthier men in business and broadened in many
ways. A growing literature on the "Morals of Trade®
. representing the best thought of ocur best minds, is
likely %o live and to do splendid service in elevating
commerce and in raising its standards.l

- Under this sponsorship many 1eéﬁing business men and
thinkers in the field of economics have spoken concerning
the ethical awekening in commerce and the need for a wider
acceptance of suech principles. The first speaker in the
gseries of lectures beginning'in 1904 was Albert Shaw, Ph.D.,
Editor of the American Review of Reviews, whose tople was
The Business Carser in i1ts Public Relations. He was followed
in suceceeding years by John Graham Brooks, ?regidenﬁ of the
National Consumers® League, speaking bn The Conflict between
Private Monopoly and Good Citizenship; by Willard Eugene

Hotchkiss, ¥h.D., Direstor of Business Hducation at the Uni-

1 alvert shew, The Businegs Carger, i.
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versity of minnesota, with Higher Bducation snd Business

Ztandards; by Max Badin, Ph.D., Professor of Law at the
Unlversity of Califomia, on the subject of The Lawful Pure
sult of Gein; by Henry 3. Dennison, Presidént of the Denni-
son Menufecturing Company, on Ethies and Modern PBuginess;
Edward A. Filene, Industrislleasder, whose subject wés Morals
in Business,; and many coihers of similar digtingmiﬁheé‘anﬁ
competent standing. |

1

In the year 1929 a foundation similer to the Weinstock
Foundation, and known as the Williem A, Vawter Foundation on
Business Zthles, was established at Northwesbern University
as a memorlisl Yo the late Williew 5. Vawier, a trusiee of
the University, who was deeply interested in the development
of higher stendards in business practiece, In his lecture of
introduction to the series of Vawter Lectures, Relph K. Heil-
mei, Ph.D., Dean of the School of Commerce of Northwestern
atated:
It may fairly be sald that todey there are

large numbers of business men who have become def-

initely concerned - entirely epart from any guestion

of legal compulsion - for the public obligations of

the modern far-reaching business enterprise typified

by the large-scale corporate form of organization.

Many of them are keenly aware of the need for the

more clearly formulated stendards of conduct, based

upoen socisl e nsequences and appropriate to the

present-day economic and business system.->

Dr., Hellman goes on to say that while there "can be

no doubt that we have advanced Tar from the trade morals

1 Ralph H. Heilmen, Hthical Problems of Modern Finance, 6.
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of a generation ago" the fact of the increasing intricacy
of business relationships and the swiftg tempo of modern
business makes it more and more difficult to perceive
clearly the ultimate outcome of business transsctions and
- tends %o obscure its ethical problems. "It is now becoming
¢lear™, he says, "that recognition of this important subject
must nqt be delayed longer in our ecolleges and universities.nt
*In the development of collegiate business education thus far,”
he continues, * one important faetor has bheen overlooked - the
necegslity for developing a strong sense of social and ethical
abligatiﬁn'in the student preparing to enter the business wofld?gz-
In delivering the opening lecture of the Vewbter Series,
~Wallace Brett Donham, Ph,D:, Dean of the Graduste Sehool of
" Business Administration at Harvsrd University, characterized
the field of business ethicse as "one of the most significant
areas for human study.” In his opinion
The research problem involved is huta, for in
all directions the chenging facts of business must
be studied and re-~studied, and constent eflforts made
to appraise and remapnraise the soelal cnsequences
of those changing facts, for the task of business
ethics is that of securing at all times sufficient
understanding of the facﬁ& g0 that within the limits
0f our capacity we may manage our affalrs in ways
which contribute o gound relestions with the comaun-
1tys At the best we shall never have fscts enough,
but maeny types of praciice ean be shown Ho be c¢learly
bad, and many points of view t0 be clearly good.

Mistakes are inevitable, but they can be greatly re-
duced by sound and unbiased research. 7To such research

nuxmaahaalamanam@allagaaﬂa£mhu5&3@&&wshnuiam&mnﬂxihuze
friendly relation-

,I,a;'_,galw for.ther.-are.noh. onl 4002
1th bnalness oub they are alba in.a. posiiion. do

1 ipia., 22.
% Toid., 19
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see 1ts gctivities in perspective. Moreover, they are
less affected by the bilas inevitable when immediate
profits are involved.

Dr. Vandeveer Custis, Assocliate Professor of Economics
in Horthwestern University, in concluding his lecture on
the Ethical Probleﬁs of Modern Advertising given at Northe
western on the Vawber Foundation in 1980, swmmarized the
situation when he remarked that

Mach remains to be done in the study of the

ethics of business; and to do it is one of the most
impor bept functions OF The BoRo01ls OFf GOMAGICe .o

The foregoing statements of leaders in the intellectual
1ife of the natlon gre indicative of the general recoghiation
throughout the country of the need for an anslysis of the
~ebhical stendards prevelent ilun business ana the development
of a consclous progran towerd their improvement. Hspeelally
gignificant i1s the Tact %hat authorities in,obllggiate séhools
of business in outstanding universities arégkﬂenly awars of
the ethieal problem in busineéss, end sre in a position to
influence the insertion in curriculs of %ypés of study the
chief emphasis of which will be %o inculcats ethical standards.
én& attitudes and discover the knowledge required for thelr
application in the business world,

Perhaps of even greater importance is the fagt that
prominent business and industriel leaders are’vcieing in
inereasing numbers the negessity for pusiness to order its

1Wa31ace B. Donham, Bthieal Problems of Modern Finsngce, 45.
RVandevesy Custis, ?thieal Problems of Moﬁern Aaverti&mng, 26
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own house in matters of standards and practices., The
' managing director of the American Management Assceiaticn,
New York City, W. J. Donald, in speaking on the growing in-
fluence of the rising profession of management, wives it as
his opinion thai
The most significant background of the rela- i
tionships between government and business lies in
the gradusl segregetion of managenent from ownere
ship, the consequent rise of mansgement as a pPro-
“fession, and the recognition by the new profession

of its respongibilities, not only to caplital, but
‘algo to labor, %o GLhe congumer, and to the public.t

In its meeting of 1928 ﬁhe-ﬁatiam&l Chamber afvﬂommerce

had set up as one of its c@iaf responsibilities
The purging of businesgs of all those wno ine

dulbe in commerclsal eand political coryuption, and

through resort to uneclean and unvorthy practices

bring business into disrepute and shock the sensi-

bilities of all dscont ciltvizens.2 .

#hile written eodes ol conduct are not always lived
up 0, it is a highly significant fact when an organization
or an industry srrives at the point where its members be-
lieve it worth while to attemptv the setiing up of ethical
eriteria in written form, Without doubt the most widely
known set of such rules is that of the National Chamber of
Commeres, Tormulated in the year 1931 sand kaown as "Princil-
ples of Business Conduct". Although it is reandily admitted
that there is still a wide gap between the statement of prin-
ciples and the practice of their vreceplts; thelr stipulation
in conerete form is a atep forwaerd in the crystallization of

1 Rthiesl Problems in Business and Govermment, 126.
2 ibid., 116.
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opinion, and is referred to by Dr. Donsld as having

sasesnvsssoProbably exercised more widespread in-
fluence on business and on the trend of the rela=-
tions of goverpment and business than any other
single faetor.l

Henry 5. Dennison has well summarized the signifi-
rcance of the ethical awakening in buginess when, in compay-
ing present standards with thelr evolution in the history
of business, he states: |

In this setting of business history, it seems
%0 me the codes of the modern business world
have a right %o be regarded somewhat seriously.
Iven where they are drawn up with the foague

in the chesk, and where as is so often the case,
they are quite inadeguately observed after they
are drawn up, they can at least be considered
the first abtienpis of & #voat onG 9oWertak
social group To gain its own sell-respect and
the respect of other membors of society.«

The extent to which the matier of &thie&llstaédards
and practices in bus iness ls engaging the attenﬁio& of the
American public today ¢éan hardly de averw@étimat@d, Liter-
ature and the dress contaln constant and puuerous references
$o the subjact. One of the leading students 1in the fleld

stated in 1928 thet the

vewxeldarge snd constantly augnenting strean

of writben rules suggests the exitent of ihe
sthical movement in dmericen trede. T can Tind
no historiec parallel, outside of the great reli-
gious revivals, with which 1% has much ln common.
Standards of ethics have probably changed more
extensively then in any corresponding period in
history.

Hhile this appraisal mey have been en over-statenent at
L inid., 148

& Henry 5. Dennison, EthieS and Modern Business, 18,
3 Bdgal L. Heermence, LURICE Of HUSIIEHEE, 28,
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the time it was made, the inareasing‘accslaration with
which the whole field of business has come under discussion
by the entire world would no doubt mske the statement a
fair one today. Hspecially in the United States where the
attention of our entire people has been foeused on the prob-
lem by the enactment of national legislation bearing upon
the very heart of it, ocan wé say that the popul&tion is "bus~
iness ethics consecious™. JIn the light éf our timﬁs, then,
the presend ﬁtudy would seem to be a valid one.

The present paper dceé not underteke & consideration
of the larger Tield of the relative merits of the verious
poliﬁicoweaanemia‘3ysﬁama whiol are being tslked of today,
end sons of whilch ave being experimented wiih in Duropesn
nations, Fasclam, Comuunism, Sweialism apnd Capltalism are
not being compsred. For the purposes of this pvaper Caplvale
ism is regarded as an established systen, as a game We sre
erigaged in playing, without altempbing to decide whether or
not it is the beat game. Our stvention will be devoted to
a consideration of the rules of the game, how thay evolved,
whether or nol they are being complied with, and whether or
noet they should be altered. Ouly as is nescessary 10 a better
understanding of this narrower study will examination of the

elements of Capitalism as such be mrde.
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THE ORIGIN OF BUSIKESS |
On more than one public occasion I have heard a pron-
inent northern California educator meke the remark "that
a school can be no better than the cammunity in which is is
located.” To anyone who has been engeged in public education
for any lsngth of time, the gensral truth of thig statement
and 1ts implications are apperent. The same situation is
applicable with reference to varlous standaréé of haman con-
duct. They are directly influenced by and 5 v putgrowths
of ths circumstences in which they exist. One need only to
read history end to tyavel sumong different oesoples to verify
the truth of this statement. Morals are a reflection of their
time snd nlage, ‘They are indlgenous to their loeamle. pub
more than this, they are the result of an svolutionsry process,
and csn be undsrstood only in the »erspsetive of thelr histor-
ieal development. Marfiage, family cusboms, religious sanctions,
political relstionships - all are the result of a slow-molding
of the ever-changing habits, idess and conduet of the people.
Spandards of asthies in bhuginess are no éxception to.this rule,
A propér spprscintion of present~day standerds, therefore,
Willlb@.h@tter reslized by an inguiry into the roots and be-
ginnings of some of the bases of ethical judgm@nts'eoncgrning
buginess, |
In examining the record we find thet there ere geriain
major ideas in connection with business which seem to have

ceoupied tle more or less continuous eatbtention of mankind,
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These haVe been the questions of whethey commerce itself is
justifisble; whether the making of & sale is in itself leglt-
imate; what 1is a fair price; Whatne: the charging of interest
is morally vindlecable, snd if as a principle it is then what
rate ls permissible; the relationships between debtor and
credibor; between emyl&#@rvand.@mployee; the problem of de-
cepbion and freud. fhas@'éwa sconomic & nd sodlal problems
whiech have been considered by varlious peoples ia the ligﬁﬁ‘of
thelr own bimes, and only their bﬂu&@??b&ﬁﬁ is necessary to
call t@ mind their luwporteace in toduy's affajm s. Let us
oxamine some of these things in thelyn historical devslopmend.

Gthical Slatus of Comuerce

In the m&txer of grw&uétiaﬁ and exchangé ef commoditvies,
commerce btoday is practieally‘ﬁnive%&ally a@ﬁ@pt&d; It is
only upon the question of the distribution of the returns
from commerce that the modern world isg in disagreviwent. We
find, however, that this has né% always been the case, and
that the fact of trading iltself was sarly ldmked upén with
considerable disapprobution. ™4 merehent shell herdly keep
hinself iram.wrung»aainv and & huckster “hall not be acquit-
ted of sin.® {hcclesxaatleu&; 86, B0, 29¢. %ae PAESHEE OGCUrS
only in the Gresk.): ®He is a merchent; belances of deceit
are in his hand; he loveth to oppress.® (Homea, 12, 7.)®

There seems L0 be some Alsagreoemsnt among siudents of

1 max sedin, fhe Lawful fursuis of Gain, 2, 122,
2 fpid., 182,
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anclent 1life concerning the attitude of the snelents toward
trade and commerce., JSome contend that there was unlversal
condemnation of commerce; others, that it was condemned by
some and ap§TGVQ§ hy others, or at legst condoned.t In his
splendid little book on the Lawful Pursuit of uain, Professor
Redin of the University of Uslifornim presents this situation
and refers to sonfliciling authorities on the suhjeetg> There
geems to be no doubt, however, that commerce was widely re=-
garded with suspiclon. Viewod in thé E%?ﬁpﬁU@iV@ of develop~
ing civilization, 1t is pfah&bly only madurel that this should
have ﬁaan 80 . Emerging f?c& the sarliery sras when meanklnd's
gcle ccoupabtion way bhe wresting of a living from nature
through hwnting snd Tishing, snd later through the tending of
herds, ths earliest Torm of frading was no Goubt that of bare
ter in which one use~good wWas exchauged for éné%har‘useugood
for which there was sn lmnedlate use-need on the parf of the
yroaders, Sinece the exlgencies of life end the fact that one's
own personsl labor was the @nly source of pfcﬁueing gools, it
was natursl that‘the person who hed too meny extra use~goods
to ﬁr&da’shsulé be looked upon with gasﬁieigg, especially if
he desired in return not other use~goods for his needs, but
ether.kinﬁs of value in thé foms of Jewels, money Oy preclous
metals. Becouse of The difficulty of producing extra goods,

it was & logieal inference that th@y!%ignt have been acquired

1og, ibid., 6
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by theft, robbery or piracy. If, asg seems likely, barter had
its origin in the exchange of gifts, there is implicit in the
transaction from the beginning an inferance of equality eof
exchenge, and one seeking to maeke profit out of the exchange
would necsssarlily provoke distrust. |

Plundering and piracy were common in the early history
of the Mediterranean. Whenever, then, a ship entered port
with a cargo to sell, the buyer could not tell whether it
was a lawful product honestly produced, or whether it had
been acquired through the pillaging and sinking of a ship
less competent to defend itself. Cargoes thus gained could,
of course, be s0ld at a bargain t0 the buyer snd with clear
profit to the seller. Knowledge 0f such practice would lead
to distrust and hard bargaining on the part of any to vhom
the purchaser of a cargo should seek to unload his wares.
As Professor Radin points out: |

There was the double opportunity of ffaud and
oppression, once when the merchant got his wares and
once when he disposed of them. He might have given
less for them than he should and he mlght be taking
more for them than he ought.

All this rests upon a notion that there is an

amount which he should have given or taken, and if

we follow this notion to its souree, We shall discover
that it really excludes trade altogether as a means

of honorably acquiring wealth.iovecocscooe

The business of merchendising, therefore, began
with a handicap. In the villages of Palestine it was
represented by a Canaasnite huckster, a man who feared
not God, and by a Sidonian ship in the ports of Hellen~
ic cities, manned by bearded 3yrians_who scudded avay
before on could repent of a bargain.l

No doubt the very suspicion which attached to this type

L yvia., 3, 4.
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of trade necessitated the gradual introduction of,honeéty
in order to insure a continuous patronage of buyers.

Out of this situation there came a belief that in any
transaction, elther the buyser or the seller goined at the
other's expense, and that whichever one lost{ on & particular
transaction would try to make 1t up on the next one. Higgling
and bilckering were the mesns of arriving at a price, and the
ability to drive a hard bargain resulted in the gradual aceu=
mulation of wealth by the shrewd or unscrupulous dealer.

The litérature of the times indicetes that a distinction was
made between the merchants proper, who dealt on a large scale,
and the hucksters who trafficked in lesser lots.l This may
have beeh due to the fact that those who deal in small guan~
tities are forced thereby to wring from each transaction the
greatest profit in order to eke out a living, and to the fact
that small sales are often not subject to the same scrutiny
and investigation as the larger ones. The impression, however,
may be someWhat inaccurate, it is suggested,z since the re-
ports come down to us through the writings of the "big busi-
ness men and their friends" who are likely to interpret and
record the facte in their own fevor. This inference is
probably a valid one, especlially in view of the analogous
situation in our own times, when we find such men as Richard
Whitney loudly extolling the virtues of big business even at

a time when his own activities were being conducted in a manner

L 3vida., 6.
2 Tbid.,
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not only in violation of law, but contrary to the better
practicses voluntarily followed by his own trade.

Expediency seems ever to have been a motivating force
in the development of the affairs of men. The tremendous
increase of commerce during the expansion of the Roman Emplre,
and no less that of the Carthaginien, was a direct outgrowth
of the attempt to assimilate conquered peoples by integration
into the trade fabric. Trade nultiplied by leaps and bounds
likewise, in response to the desire for new produects of con-
quered lands., The great network of Homan roads,; well policed
against the depredations of robbers, provided the channels
by which the interchange of productis was made possible. On
sea, no less than on land, the ascendancy of the Roman fieets
agsured the peaceful flow of‘commerce, Transportation thus
facilitsted, specialization in agriculture and in manufactﬁra
resulted. Roman exports went to the far corners of the then
known world, and in return came the Truits of other lands.t
Rome sought first of all to proteet herself from her enemies
by an aggressive policy of beating them before they conquered
her; and second, to satisfy the needs and desires of her cit-
izens by commercial expension. And in this rush of expediency
there was not s great deal of time for moralizing on the ethics
of trade,

The success in esbtablishing the Pmpire did, however, sow

the seeds for leter thought slong these lines. The result of

ler, Hayes, Moon & Wayland, World History, 18l.
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the Roman success was to make the patrician merchanbs richer
and richer while the plebians were exploited. These latter
complained among other things, that the "rates of interest
on borrowed money vwere toc high, that the herds and flocks of
th@ patricians ate so much of the public pastures that the |
- poor man's cows haed no chence, and that the patricians were
1'holding as private property much land that belonged to the
publis,"l It is no wonder, then, thaﬁ when the Empire finally
eallapssd and é new system gradually emerged in the West, it
was dominated by‘men who were comunitted to a theory which made
of riches in this world sometbing worse in the next world than
poverty.?

With the advent of the Crusades, commerce which had lain
dormant during the Dark Ages, begen to revive again. Traveia
ers reburning from the east brought back with them srticles
and comnodities which scted as a stimulant to the desires of
the people. Natural wants and created wants crave to be sat-
isfied. The necessitlies of existence must be supplied. With
the growth of the medieval town, the Interchange of commodities
was made easier, specialization of produetion apueared, mer~
chants united in_ofganizations known as merchant gullds, and
craftsmen ér manufacturers bound themselves together into cralt
guilds., These assoclations, respectively, early discovered that
in union there was strength, both in protacﬁing their merchandise
against robbers while in transit snd in protecting the integrity

1 ivia., 1»2.
2 Radin, op, cit., 9
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of their trade by making individual mer chan ts or eraftsmen,
under various devices of penalty, conform té the general rules
drawn up by the guild. Thus were creatéd what might be‘termed
the first voluntary stendards of business practice. By the
end of the 15th century commerce had come of age; it waé now
regarded as reputable and honorable to be a merchant. "In
business life, good and honest workmenship and fair deasling
were regarded as Christien duties. It was considered wrong
to cha:ge more than the just price. A craftsman should re-
ceive for his goods only encugh to pay him for the cost of
the raﬁ materisl and to provide a decent wage for himself and

his helpers. The use of short weights and measures was cone

demned, and the taking of interest on loans was forbidden

to Christians."l

In considering the earller attitudes toward commerce end
wealth, it 1s interesting %o note two things: First, there
has been a shaift in condemnation of methods Ifrom the huckster
or small business man of anclent times, to the big business
men of %today; and second, the continuance of the belief tha
great wealth has not been honestly made. The smsll business
man-is a member of his communitvaherein his establishment
is located and where he meintains his home. Ie is known o
his neighbors and business associates, and in general the
public has s fairiy acourate idea of the manner in which he
conducts his business. This, coupled with the great number of

small businesses and the faet that thelr owners do not nsually

1 0p. eit., 817,
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gain a fortune excessively out of line with the income of the.
rank and file of ‘the commﬁnity, tend to keep the small busi--
ness man identified with the local personnel. He is usmally
held as a respected member of his town or eity.

On the other hand, the man of big business has enterpris-
s in many places, whiech he ig likely to direct from some cen-
tral headguarters. Hconomies of mass production have made i%.
succeésively movre easy fbf“him to multiply his wealth, and with
increasing wealth he has attained greater economic POWERY .
While 1t is true that in meny cases, such as that of the Insull
Utilities and others of current notoriety, the wealth has been
amassed by unscrupulous methods, Justly deserving of the con-
demnation of the publie, ne?ertheless the fact remains that
there is a widespread distrust of any fortune of great size,
and the common belief that all great wealth has been‘dishonm
estly galned. This Ingrained suspicion is no doubt a contin-
uance of the earlier traditional distrust of commerce and'
wealth, It is no doubt also due to herd instinct that distrust
arises of any members who deviate more than a little from the
herd standasrd, or average; to the tendeﬁcy to feaf those things
which we do not undeistand, and the majority of the people do
not understend how it is possible to accumulate wealth (even
with a fair profit, decent labor treatment and good management);
and to the tendency to detest those in positions ol power, be-
cause power means the possibility of influence and control.

Wheress commerce as a means of livelihood begen under

somewhat guestionable circumstences in enoclent times, it is
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regarded today not only as a reputable and honorsble occupa-
ﬁion engaged in as a matter of c¢cdurse by millions, but the
term business has come to be recognized in meny ways as syne
onymous with vision,_afficisncy and progress. That this
should be so is not diftieult to ﬁnd@rstand when it is realized
thet self-preservation is one of the basic laws of nature, and
that business has made self-preservation successively more easy
and more securs, having provided mankind with means for the
Pinest type of living possible. Further %haﬁ this, 1t 1is
recognized thet in building up to the present intricate busi-
.nesS‘organism‘with ita amezing degree of afficiénsy that a
tremendous amauﬁt of courage hss been needed; that persever-
ance, initiative, ability to plan, determination, and other
Tine qualities of character as well as of intellect haVe;been
needed. DBusiness has among 1its leaders man& who are deserving
of the esteem and respect in which they are held. This'is not
to say that business is without faults; indeed it has many,
which we shall soon consider. Before so doing, nﬁwever, letd
o us reviéw, és ﬁe have done for commerce in general, some of

the impor tent concepts in connection with it.
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FAIR PRICE

In an analysls of business we find that some of its
concepts are fundamental with a long historical development,
such as the idea of buying and selling, which is the @ssence
of commerce, already traced; the idea of the baéis of a sale,
or thevprice; the ldea of money, and the making of a charge
for its use; the sanetity of contracts; and the idea of hon-
esty and truth és distinguished from fraud in the transacting
of business deals. On the other hand, we find along with the
modern status and interpretation Qf‘these'basic iéeés, certain
comparatively modern innovetions arising out of the intricacy
and scope of preseﬂtmday‘buginess, such as standards-in ad»
vertising, commercial brivery, adulteration, competition,
monopoly eontrol, restraint of trade, and many others'to be
conéiaered on subsequent pages. Let us, at this_time, examine
the beginnings of the "doctrine™ of fair price.

It is interesting to note that the underlying idea of
equality betﬁﬁgn persons seoms to bave baen evident Trom the
beginnings of trade. This concept no doubt had its foundation
in the fact that trade is supposed to have sprung from the ex-
changing of gifts, under which eircumstances to have given a
gift inferior to the one to be received would have constituted,
to say the least, a breach of etiquette., Friendships could
not be instituted nor sirengthensd by an exchange which hed
an appearance of bheing unbalanced. It was, therefore, naturd

that when such transferences grew into a system of barter, or-
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exchange for need, that the ldea of equality should be carried
over. It is true that a large part of early trade was conduct-
ed with foreigners in which circumstances being able to out-wit
them did not seem objectionsble, but rather a virtue, taking as
its basis the morality of war where the deslderatum Waé to be
the victer,’ But in dealing with one's own countrymen, where
one would meet face to face throughout succeeding days with
the person with whom a sale had been consummated, end be sube-
Ject to ridicule and eandemnation‘fgr any unfair advantage
taken, 1t'was logleal that inequalities in bargaining should
come into prcminanﬁ notice. Although the}ancients had no com-
cept of value predicated on long and widespread economic ex-
perience, there was curvent the ides of the "right price”,
probably first stated by Plato in his beok on the Laws,l and
subsequently referred to. in the Roman jurisﬁs of the second
end third centuries, as the Justum pretium,a 'This doetrine
was fur%her elaborated by the medleval Chureh, and corre-
sponded to what modern éeonamists refer 4o by the name of
"intrinsic velue" end reject as unsound, The justum pretium
"was something like an objective faet, independent of the
personal desires of the seller and buysrgvand of the accidental
cirecumstances of the sale.”® The value of a thing was thought
to reside in that thing, end the just price was supposed %o be
a sum equivalent to that value. We are not eoncerned,-howevér,
so mueh with the basis upon which ﬁhey determined the just price,
1 max Radin, The Lawful Pursuit of Gein, 28.

? ibid., 28.
d ipid., 28
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as the Tact that they believed in a just price, thus indicate-
ing the desire for morality in trede. This conception was in-
eorporateﬁ in the law of the later Roman period, Byzan*ine,
and provision made that & seller would be protected "whenever
he received less than helf the justum pretium."l The later
¥nglish and American courtévhave refused to consider it as
their province to try to determine what is a Just price. 5o
long as & price is agreed upon by the buyer and seller, the
law hes taken the position that in the absencevaf'fraud and
duress, persong competent to eommtraect in thef@yes of the law
were best Titted to determine what was the proper vrice in
their own btransaciion. I% is necessary that there be a val-
uable consideration, in order to support a cantraét, but the
courts will not attempt to determine whether the coﬁsideration
is adequate, so long as 1t is valuable.® There is an sxception
to this general rule eontained in the Uniform Sales Act, Sec-
tion 9, sub-division 4, whexe it is stated: 'Where the price
is not determined in sccordance with the foregoing provisions

the buyer must pay a reasonable price. What is & reasonable

price is a question of fact dependent on the aireums%anees of
each particular easeaﬂs It is, then, only in the absence of
a prlee having been set by the contracting parties that the
law will inbtervene to determine what ls the failr price., The
matter is left in the hands of the individual parties %o a

sale, which leaves it in thé realm of nsed and of et@ies.

1 ibid.,, 31 ,
2 Piliavou & Howard, rrineiples of Business Law, 35,

3 Bulvey, Gommeraial Law, 319.
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The question of price is perhaps the mbst encompassing
of all phases of ecopomic and tusiness 1ife. This is an era
of extreme speclalization, when each man is engsged in the
making of only one product or one part efra product which is
later distributed bto a distant consumer whém‘he’naver knows.
AY the seme time, each person is a user of a greater number
of varied commodities than has been the case in any previous
age. This all means that the stendard of living which we fole
low s determined by the prices we have to pay for the things
we use, and when prices rise the standard must be narrowed for
the reasop that a limited income does not reach so far. FPrice,
therefora, is the arhiter of our lives, and as such druws the
attention of all of us to it »

Une ean not diseuss the problem of price without coming
quickly to grips with the basle concept at the heart of econ-

omics, namely that ol value. Yhis is the hub around which

any system of business must rotate. Its importance has been

recoguized by eecnomists of other times, with varying theories
of valué having been proposed. Thal enunciated by Plato and
Aristotle has already been mentioned, the theory that value
is bound up in the eémmodity itself, the theory of intrinsie
value. This has long since been shown %o be uansound. Another
prominent conception is that the value of things is determined
by the labor which 1t take to produce them. o this may be
voiced sefious objections. The most widely accepted thadry is

that value is a subjective thing, and is the relative importe-
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ance placed upen a thing by a user or prospestive uaer,l
Value, according to this theory, will be set by the user upon
the combination besis of hig desire Tor the vommodity, its
wtility for him, and the scarcity or abundance of such come
modities. Translated into simpler terms, this means that in
e free market - one where artificial regulations are not im-
posed by higher authority, such as governmentsl restrictions -
the value of merchandise will be determined by supply and de=
mend, by the willingness of the holders to sell and the will-
ingneas end abllity of the purchasers to buy. If articles are
scarce and there are many demanders, the sellers will place a
high value on the articles and ask & high price in 6em§arisan,
price being bul the market expression of valﬁé.g In such a
case it is the scarcity fector whieh is the dominant ons.
Conversely, if there is an abundance of commodities in relation
to the number of demanders, the value end price will be accord-
ingly lower, Or, to bring out the central idea in value, which
ts the relative imporience estimated by the user, we need only
$0 refer to the days when one ﬁﬁulﬁ purchase a dish-pan full
of beef liver for ten cents, and much of it was Ted £0 cats and
dogs, and then later to the period after the medical announce=-
ment of the high blocd-creating power of liver, when the price
rose to forty cents & pound and one had to be on a waiting list
to get an allotment. There are many ramifications to the deter-
mination of value and its counterpart priee, hut briaf;y,state&

1 avthue Faubel , Principles of Heonomies, 22.
2 1vid., 48.
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the afore-mentioned conditions would maintain in a free and
unbridled market. The oyaraﬁicn of the law of supply and de-
mand ean be so well obsorved in the case of farm products,
Tor example, that it is umnecessary to develop the theory at
greater length.

fhen elements of control begin to enter the situation,
hmwa#er, we find values beeoming~ﬁistor%ed aud prices un-
naturally placed. Two general ways of control should be
examined, e

Shrewd traders have ever been slert to the Pact that a
larger amount of noney eaﬂ}ba made with a smaller supply of
goods, especially where thers is an esﬁablisﬁéé damand for
the product, thon with & more plentiful one. "The old Duteh
tra&ersréf the Tifteenth and s ixteenth centuries knew well
the force of this paradox. History records that when the
syicé oerops of the Dutch Bast Indies were 1arg@; th&'caﬂny.',
Dutchmen used to duwuap @art,cf thelr cargoes G#ﬁfboafé on the
theory that what was leflt was Worth more than the whole cropg"l
Yaars'age the orange growers of Qelifomia damp@d loads of
oranges into Sen Franciseo Bay, in order to create s ertie
{icial scarcity and thus enhsnce the price. In‘thé'pasﬁ few
years the coffees growers of Brazil have flaaﬁed.bargemléa&

after barge-load of coffee out to see, where i% has been

dumped Yo cut down the excess productions Coffes Was even

burned as fuel in locomotives.®

l{ibiﬂ.o 3 gén '
2 Pusiness Week, March 2nd, 1932.
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Instead of destroying materisls, growers and producers
have at other ftimes sought to control outlets by buying up
and holdlag the bulk of & year's supply, feeding it out o
the eager demend of the publie in a small stream at high
prices. OBuch o Ysorner™ on the potato market wss exeouted
in Stookton some years ago by a wealbhy Japanase grower.
*Joseph's Tfamous cornering of the wheat supply of Bgypt,
by means of which t he whalelpopulation ware reduced to chat-
tel slavery, is the c¢classical example of menapﬁly¢"l OEafcf
the cubstanding examples of this type of wantrol of value is
that of the well-known regulated oubtput of dismonds.

Sueh practices as cornéring the market have usually been
Inoked upon with dilsfavoy by the consuming public. In the
light of present-day standards they appear unétﬁieal, the
degree of couvrse being conditioned by whether or nét‘tha
commodities are those things regarded as necessitiss of 1life
or merely luxuries.

Under the laissez-failre philosophy of Colenial and 18th
century America, under ploneer aéndiﬁiens with antald,re»
sources to be developed and had almost for the asking, and a
firm and unsnimous belief in the working creed of 1n§ividua1&
ism, it was inevitable that energetic business men should seek
greater and greater profits through gaining control over in-
creasing araas of production. The final éutcome of this era,

then, was the trust and the monopoly, the evils of which be-

1 J. A. Hobson, Zeonomics and Jthics, 202.
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came obvious. High prices were inconsisfent with fair prices,
and people who have become accustomed through years of use %o
regard a certain group of commodities in the c¢lass of essen-
tials resent the boosting of prices thereon beyond the relative
proportions to which they have become habitusted. The result
was the trust and monopoly legislation of the late eighties
and nineties, with subsequent reinforcemeats, the public de=-
manding the correction of an inequitable situation which bus-
iness itself had falled to correct voluntarily,

30 mueh then for one aspect of the situgtion of vdal ve
and price being out of line with the public estimate of what
constitutes a falr price. Let us look st enother version of
price differential. |

Under the system of individualism it has béén‘ﬂot only
customary but comnendaie for men to follow'up $ho$e oOppPOT=~
tunities which offered the greatest return for thelr effort
and applieation. Untild recent yeafs there has been no limita-
tion on the kind of activity one might engage in 80 long as it
did not contravene fundamental law and morality. PYhenever men
have been successful in reaping gain, therefore, we have seen
a rush of others %o participate in the ssme kind of enterp:ise.
This has meant an extra supply of the things demanded, in ref-
erence %o the size of the demand, the consequent working of the
law of supply, demand and price resulting in a lowering of the
pricés obtained often to the point where the kind of enterprise
was unprofitable for many, which resulted in thelr béing forced

out or their voluntary withdrawal. - Although this has been true
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of all kinds of productive activity, it has been more common
to those which can be entered with small capital and the least
read justment. Particularly has it been ﬁha case in farming.
Let there be one or itwo good years in wheat or in peaches, énd
what is the result? Farmers switeh their erops, putting more
acreage into wheat and planting new orchards, In a few years,
overproduction and low priées prevail, with some growers drop-
ging out of ﬁroéuction and entering other employment. These
read justments are always difficﬁlt and cause onsiderable suf-
fering. Although thelr plight is usually the result of lack
of individual foresight and ignorance of‘the working of econ-
omic law, those who are caught in the vise complain that they
are the vietims of eircuéstaace and ¢ry out for some compensa-
tory relief on the ;éa'x*t of the wdy politic. When, of course,
this happens on a large seale with a pronouneed effect on
large numbers of persons and the likelihood of interruption of
the supply of egmmodities,.ﬁhe situation assumes astate-wide ang
national importance and some action is likely %o be taken in a
public way. Thus it was that the Federal Gevergment appropri;
ated millions of dollars for a crop :elief program during the
last few years in an effori to bolster prices % a point Qsti»
mated to be fair. We have seen the spectacle of thousands of
acres of cqttgn plants plowed under in order to create the
neeessary searcity in reference to deménd to raise the price.
We have witnessed the payment by the Government of $6.00 per
ton to peach growers in the San Josquin Valley to allow thelr

fruit to rot on the trees, in order that that portion of the
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crop which went to market might bring a higher pficeg e have
given millions of dollars to farmers for allowed their land to
lie idle, instead of producing wheat. Thousands of hogs have
been slaughtered'in order to make the price of pork higher,

Implieit in the whole program is the idea Qf insuring a
falr price to the producer, whatever a fair price may be,
probably t0 be determined by an average of several year's
prices. The difficulty will be in remeining ethical toward
the consumer also; he is the one who will have to pay the price.
The cost of table bacon in recent months, after the operation
of the hog-reduction program econducted by the Federal Govern-
ment, well illustrates this,l |

Whereas monopolistic control is one method of artificial
price fizing which interferes With the natural operstion of
economic laws in & free market, Governmental price fixing is
another method which also interferes, but with & different aim
in view. There are ethical implications in both instances.

In the former, either outright denial to the consumer or else
exaction of too high prices; in thé latter, denial to many, no
doubt, because they can not pay s government-subsidized price,
but probably protection to the majority against excessive prices,
The ethical criterion of what is Tair to the greatest number

of people is the goai to be attained. OStabilization of price
lévals can not be attained without a system of keeping supply
énd demand in equilibrium, which system the Government is ab-

tempting to lnaugurate. Whether or not the serious surgieal

1 Latter part of 1938 and spring of 1939,
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operation of an initial destruction of crops in order to equal-
ize the supply and demand, with consequent denial to many in
the purchasing publie, is justifiable is indesed a qﬁéstion of
ethics., Whether the permanent control of outlet ean be main-
tained remains to be seen; if it can; and is equitably‘admin»
istered, then whatever initial injustice may have been commitbted
will be outweighed by the more enduring justice.

Yet another form of Governmental control was %$ried in
the ensctment snd administration of the National Industrial
Recovery Act of 1933, Instituted primarily as a recovery
measure, its provisions were also largely of a reform nature.,
Its immediate purpose was the fixing of pricés of commodities
in the ﬁope of stimulation of trade., Its ultimaﬁe purpose
was, no doubt, the pegging of prices at a reasonable level,
and as such was an attempt to inject an ethical relstionship
between producer and consumer., The coxfusion end agitation
abttendant upon the drawing up of industrial codes and their
ratification by a CGovernmental Board will long be remembered.
The'ﬁifficulty in setting proper prices for the multiplicity
of ecmmodities was a glgantic task, involving an examination
of methods and bases for the determination of values. Perheps
the program would eventually have been successful, had it not
been declared unconstitutional by the courts. At any rate,
gome of its essence has been carried over into subsequent
legislation, a notable example of which is the Robinson-Patman
Anti«price Discrimination Aet of 1936.

Thia rather lengthy digcussion of fair price has been
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undertaken in order to point out the importance of the matter
of an ethical relationship between the buyer and seller. -It is

basie to all the other commercisl operations as it is the fund-

amental act of commerce from which all other operations spring.

It has ever been a matter of concern, peoples of other agss
having ﬁrisd to solve the problem by resort to éutharityo

As early es the year 285 A, D. the Emperor Dioecletien
sought to fix the prices of gbods end of labor in an attempt}
to establish economic order after the éivil wars of the third
century‘l In that‘year he issued an Edict of Prices, in which
the maximum to be cherged for eny commodity was fixed.? Thaﬁ
his attenpt failed may have been due more to the general dige
integration of the times rather than %o its economic and eth-
ical soundness, as his program was characterized by Lactantius
as a desperate attempt to combat a desperate situation.® It
seems to have been the only attempt to do in ancient times
what was so frequently done in the Middle Ages,? where due to
the influence of Ghiistianity and the guild systems the.priee
at which a comnodlty should be sold was @retty well established
as enough to pay the craftemen Tor the cost of his raw material
plus a decent wage for himgell and his helpers.

The question of fair price, then, is seen to run through-
out the history of commerce. It 1a the dominant‘idea underly-
ing today's unrest. It is a relative coneept rather than an
absolute one. Whether or not, instead of allowing the scope
1 Hayes, Moon & Weyland, World History, 172.

2 Max Redin, The Lawful Pursuit of Gasin, 151.

3 ibid.,
4 ibid.
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of its relativity to be wide, as will be the case in unbridled
economics, we shall confine its labitude within ethical bounde

aries, remains 1o be seen.
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PRESENT UNETHICAL PRACTICES

We have reviewed some of the éractices which have heen
called into question in previous times. Let us turn now to
an 1HVQntofy of present-day practices, the ethicality of
which 1is critically regarded.

It is important, at the outset, that our problems be
viewed in their proper perspective. The larger areas should
be outlined Wi%h\ﬁh@ir vrincipal sub-divisions and within
each of these the specific topies for eonsideration., It must
be kept in mind, slso, that ethical relationships involve a
duality of interest, so that when inquiring into the rightness
or wrongness of business conduct, we must view activities in
the light of the relationships in whiech they appear. Thus, the
outcome of & business transaction may have ethical implications
between the business man and the public; between him and his
competitors; between him and the larger trade group engaged in
the same kind of business; between him and his employses; be-
tween him snd his government. A btransaction which appears
ethical so far as a men's relationship to his competitors is
concerned, may not be ethical when considered in the light of
his relationship %o the public. On $he other hand, one who
leans too far forward in reduecing his prices to the public may
unjustly injure his competitors and bring the trads into evenQ
tual disrepute. Group loyalties and group interests are in-
volved, necessitating compromise in order o obtain balance.
In meny ihstaﬁees, therefore, the ethiecal solution will have
to be a composite resultant of the conflicting forees.

The first and major field of consideration, in an exhaust-
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ive examination of the subject, would be the ethies of our
fundamental economic institutions themselves; the ethical

basis of capitalism, of the competitive system, of private

~property, of freedom of contract and the inheritence of prop-

er't;sr.,‘z2 As previously stated, it is not the purpose of this
paper %o attemptvsuch‘an embitious program. The system is
taken for granted, and it 1s the rules of the system that will
be conmidered, with only such reference to the basie elements
as are necessary for the proper orientation of the derivative
practices. Out of this major field we may extract certain
categories of practice for our study. The following autline
is glven bedause it indicates the extent to which the ethieal
problem pervedes the business field,? -Gnly certain of the
topies listed will be considered, selection being made on the
basis of immediste application to the general public and their
suitability for an intro&uetory study of the field.
l. DPrices. ‘
a. Price cutiing
b. Price fixing
¢. Price wars
d. Price policiles
2. Profits. _ ,
a. How large should profits be?
b. Bthical basis of profits.
¢. Regulation of profits.
3. Competition.
a. Competition, felir end unfair.
‘b. Regulation of competition.
¢« Cutthrost competition.
d. Selling below cost.

4. Commercial honesty.

; Ralph E. Heilman, Bthical Standards in Business, 24.
2 Cf ° ibid o g 24"‘26 » :



5.

7.

9.
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&8, Advertising.
1. Misrepresentation
2., Puffing.
3., Misleading.
4, Harmful.
b. malling.
1. Misrepresentation.
2. Imitations.
3. Misbrending.
4. Adulteration.
O. False weights and measures.
6., False ¢laims for breakage, ete.
7. Maintenance of quality.
8, Substitutions.

Commereial bribery.

a. Influencing purchasing agents and buyers.
b, Bribing employses of competitors to betray
trade secrets and business information,

. ¢. Use of rebates and secret commissions,

concessions and fee-splitting.
4. Elimination of commercial bribery.

Miscellansous procedures,

a. Intimidation of retsilers.
b Gancellation of orders.

Credit.

a. Character and moral responeibility as a
basis for granting credit.

b. Misstatements end incomplete information
as a basis for securing credit.

¢s Credlt reports, thelr use and abuse by

~ debtor and creditor.

d. Oredit policles when the debtor is in
distress or when a bank officer has &g
pergonal interest in the dehtor,

Gontraatst

Trade

a., The significance of the business contraet.

b Enforcement, evasion, and cancellation.

¢, Implied contracts.

d. Arrangements for falr bidding in competitive
bidding.

é. Claims arising under contracts for demages,
shortage or inferior quallty.

f. Breaches of contract.

g. Contrectual honor and obligation.

Assoclabion Codes.

8. Development and asdoption of codes of ethics.
b. The significance of such codes.

¢. The group consclience.

d. Developing loyalty and adherence to codes.
e, BEBthical soundness of codes.
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11.

12,

i3.

14,
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Relations of business to government.

=3
be
G

d.

Legitimacy of lobbying.

Methods, public and private.

Relationship of bus iness men and their
groups to political campaigns,

Regulation.

- Corporate menagement .

8.

b.

Ce

de

4.

To what sxtent does the corporate form of
ownership lessen personal responsibility?

Bthiesel relations between directors and
stockholders; directors and chiel axeeutive
officers.

Obligations of salaried corporate managers
to the corporation and their superior
officers.

Obligations of directors and executives Te-
garding the use of "inside" information
and advence information.

Bthical problems involved in corporate
reports and Tinencial statements.

Fidueiary Kelationships.

8.
b
Co
do

S
.

Obligations of trustees

Their relationship to beneficiaries.

Secret profits, misapplication of funds.

Loan ¢f funds to trusiess,

misuse of confidential information.

Transactions in wh*ch the truastes has an
interest,

Labor Helatioms.

8o

G

“OUbligation of employers and of management

toward employees, and of employses toward
the employer. _

Ethies of indiwvidual bargaining and of
collective bargsining.

The ethical basis for "welfare" work.

Meana of reducing sntegonisms of ithe emw
ployer-employee relationship and of pro-
moting industrial good~will.

The relationship of wages, regularity of
employment, and conditions of employment
to standards of living, health and social
Progres s,

Trade srhitration.

8.

b.

Cs

Trade arbitration as a substitute for liti-
gation.,

‘he ethies of arbitration in trade disgutes,
both those arising from contrazcts and in the
absence of contracts.

Ubligations under agreement or decislons
arising out of arbitration.
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FAIR PRICE REQONS IDERED
There is in theoretical economics what is ‘known as the
Law of Single Priee. “he Law states that at any given time
goods of the same kind and quality will.sell at the same
price in the same market .+ %hile geonomic laws do not oper-
ate with the same certainty as the laws of physies and chem-
istry, we find that they do operate with considerable regular-
ity. The chances are that the point at wahich the single price

locates will be determined by supply end demend, although in -

present-day economy there avre a good many influencing fsctors,
Regardless of what may heve begen the basis of the price setting,
there is a tendency on the part of the public to become hablt-
usted to .a price level after 1% has conitinued to exist for some
time, and 10 regard the priCe‘as the "satablished price" or as
Just "the prioe",‘even allowing their idea of the value of the
commodity to be placed by the asking price. People on various
income levels adjust their modes of living to the class and
guality of commodities over which their income ﬁill spread,

and setile down iﬁt@ a atandard of living on thét plane, In
time they are likély 0 regard the prices they pay as "fair
priges™, and any ﬁeviéti@n dovnward they accept as a break of
luck, any deviation upwaré being resented as an injustice. I%
may be that the priee is much higher than it would really need
to be in order to pay the producer a more thean good profit, but

long habituation oreates acceptance. This evolution of a price

1 Arthur . Faubel, Principles of Noonomics, 46.



44
which might be referred to as stanéa&d comes to be asccepted
by the sellers quite as much asg by the buyers.

If the price is raised for some reason or other, the
consumer may find relief invpurchasing some other substitute
commod ity at & lower price; or he may be forced to do without
for a time, When, however, the price is'lawered; merchants
whose standards of living have been based on the rate of re-
turn from their merchandise becamé exoeedingly perturbed. No
doubt the inroad on the merchent's income is a much greater
percentage than in the cese ¢$ the consumer for the reason '
that his income 1s from one commodity, or class of commodi ties,
whereas the consumer merely drops out one of several commodi-
ties. Anything,'therafereg that tends to disturb the accus-
tomed rate is to e deplored. It is on this sccount that price-~
cutting is considered deci&édly vnethicesl among the members of
a trade.

Pricg~cutting may be practiced for several reasons. One

of the most notable instences was that of the chain-stores in

selling certain items at cosb, or even below cost, 1n oxrder to

‘gntice patrons to the store. Having been lured there by the

thait" items and "loss lesders™, it was expegted thay'woula
purchase their entire requirements while in the store. The
practice was held %o be unethlcal because it was deceptive and
smacked of false prefenses, snd because 1t drew customers away
from compevitors. Frice»cuﬁting often 1@&63 to marketing Qf

inferior quality, snd while the public may seem to get a tempo=
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rary advantage because of lower prices, there is a likelihood
of disadvantage later on this account. The cutting of prices
by one firm often leads to priece "wars" with a eonsaquent\dis»
turbing atmosphere throughout the trade and loss of publiec
confiéence because of ¢laims and counter-claims. Milk wars,
gasoline wars and bread wars of the past few years are exaf-
plea of this.

One of the outcomes of price-cutbting is an attempt on the
part of the majority to fix prices throuph a "gentlemen's®
agreement. When a largs enough percentage of the meréhants
in a particular line subscribe to such an implieit understand-
inz, there is sufficlent backing to support the price level
fixed, even though a few may still continue to undercut. Some-
times a few of the largest producers in a given field can by
suech undergtandings control the price. The famous Gary dinners
of some years ago were an excellent and outstanding illustra-
tion of this method as exemplified in the steel industry, From
the public gstandpoint, of course, the entire Tixing is regarded
as ethical or unethical depending upon whether or not the pfice
level get ls counsidered about right or too Migh. Consideration
of price lmmedistely leads one to the stenderd by which value 1s
Bt |

Selling below cost has been regerdyy .« distinetly uneth~

iesl, Mo one csn mkse a living or stey in business when he
gells his product for less than the expanse of meking and mer-

chandising it. The natural conclusion, therefore, is that he
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does it for some ulterior motive and expects to mske up the
loss by over=charging in other places. DBelow cost selling is
now forbidden by law in Celifornia by’the‘Califarnia Falr Trade
Aet.

Some progress has been made in this phase of price deter-
minatian in connection with public utility companies and trans-
portation companies. Having by reason of limited natursl re-~
sources elther a complete or partial monopoly with the attend-
ant oﬁpértunity of over=-charging the public, action by the
people through governmental agencies has resulted in the fixing
of}prices at levels contingent on a falr profit to the business,
which in certain cases has been set at six percent on the in-
vesﬁmentol Here considerable difficulty has been sncountered
in arriving at the capital value of‘the invesiment, %he compan-
ies always striving to show the largest investment possible.
Depending on whether or not econom;c conditlions are in a secular
trend of rising or lowering prices, the original st minus de~
preciationh basis or the reproduction basis of evaluation has
been sought. Recently President Roosevelt has advocated the
vprudent investment" theory as a basis for fair appraisal.
Fhere eompanies have an added advantage because of the Tavored .
use of natural resources, or legslly granted monOpolistie use
through the awarding of frenchises, the public has e right o
partieipate in adjusting the price. Until the public nature

of other types of commodities is established, pricing policles

1 Railxéﬁdsg



will probably fluctuate between cost of product and service
and what the people are willing to pay on the basis of the

relative importance which they attach to the goods.,
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PROFITS

Inextricably bound in with the subject of falr price
is the element of profits. Under the capiﬁaiiaﬁic systen
it has been $skon for granted thaet a seliar hé§,a-right o
seelt to make a profit. In %he early stoges e)fthes Aovelop-
ment of a new sountry, when each ploneer haﬁi@_réﬁséﬁably
Legual chanee to acqulre control of a gmrtieﬁ?éf the{ﬁnlimit«
ed resources at hand, theves was not mueh guestion of the ethe
ics of the sigze of profits, With the gra%th ol population
and the settling of the eouniry, a questioning attitude on
the vart of those less favorably situsted has been consitantly
growing, This has been agcelersted by the acquiring of infore-
mation through the press mnd through sducaiion, concerning
methods of production and wasts of labor and materisls. Come-
parison lesds to svaluation and Interrogation. ¥hy should one
type of business make doubls the profit of another?®? ¥hy should
the same kind of busliness in one seetion of the countyy make a
larger percentage of profit then in snother section? Why should
profits be lerger in one year thsn in another? Inevitably the
final question of the ethies of profit-meking is asked. If to
the actual totzl costs of »roduction and distribution thers is
pdded the wages of managem@n% for the euntrsprensur, why are
profits nocessary or Justifiable? This is e burning guestion
in the present evalustion of egonomie systems, but 1t is not
our purpose to exemine it as such, Some tellling blows have been

siruck at the heart of profit-teking, notable smong which ls
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that of Henry George, with the thesis thet increased values

in resl property are the result of comuunity action rather than
private, and thet therefore any un-earned increment should be
returned to the community raether them taken by the individual

as privete profit.+ ‘ﬁut having the profit system with us, our
ehief concern at the mowent is the consideration of what is feir
profit.

The question sounds simple on &%ﬁ fage. One might arble
tparily say that ton percent or fifteen percent orofit on sny
buainess is guffi@i@a% end fair. The answer, howsver, tan not
thus simply be arrived at. Some understonding of the nature of
profite is nNecessery. |

Briefly, profits mean the surplus of income remaining at
the and of a period alter all costs and expenses have been token
into considerations® Just why 1t is necessary W have a final
surplus, if the wages of the managemeni-ownership have been In-
oluded in the expenses, is understood when it is explained that
this £inal surplus is the gompensation foy the risk undertaken
in running the business. If borrowed czpital is used, not only
must the interest for its use be paid, but the principsl must
be roburned, There is the risk that the business may fail, in
which esse the lomn might have to be re~paild through the sele
of pergonal Qrop@rty@,ﬁhrmugh yegars of working for wages, ox
possibly the debtor might bve forced through benkruptey. If
ouned eapitel is used, there is the risk that it may al;ybe

1 fenvry George, Progress end Poverty. | S
& sumner H. Slichter, Modern Neonomie Society, Ch. XXVII.
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bé lost throughrfailure, ?iﬁh consequent insecurity for the
future. Since wages could be earhed elsswhefs without the
risk incidental to the operation of me's own enterprise, the
wages of'management are but the substitute for these. Profit,
then, is the amount paid for baking the risk éf being in bus-
iness.

The smount of risk involved, varies however, with differ-
ent types of business, being less in those handling staple
commodities as a rule and performing services to which the peo-
ple have become accustomed, and belng more in those businesses
whose commodities are subject to style changes, buying whims
and changing conditions. In other words, the degree of risk
varies from little in such businesées as staple fécﬁ products
to a high degree of risk in sporting goods. The miniature golf
business was atbendant with a very high degree of risk because
it was based on a fad. To say that such businesses should not
have been established is beside the point. There was an intense
and widespresd public demsnd for the product. It is legitimate
to su?ply the demsnd, However, no one could hope to establish
such a businéss without the hope of large profits because there
was no assurance that the craze would continue. 4s a matter of
faet it was short-lived, and those who did not make large profe
its the first year lest}méney on thelr investments. .It thus
becomes apparent that what is a fair profit in one industry is
not necessarily a fair profit in aother industry, and the ques-
tién of fairness of prcfiﬁs then becomes a relative one depend-

ent upon the amount of risk.
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Risk is devolved not only from the type of business but
also from the general conditions of the times. The cyelical
swing from prosperity to depression and back ag&in'is a matber
of histerical‘fach The nature of business conditions at any
particular phase of the eyele influences the émbunt of risk.
In order to continue in business in lean years, when wofits
aré-small and often negligible, it is necessary to make a larg-
er share of profits in the prosperous years., 'The determination
of what is feir thus becomes a more intricate problem than it
may at first seem, This point has been widely studied and dis-
cussed since the passage of the undistributad profits tax by
Congress, the contention of business being that it is necessary
to lay away as reserves for poor years the 1argar profits made
in better years and thus to equalize the rate of profit over a
period of years., The contention of the Roosevelt Administration
on the other hand was that the amount of profit made was too
large, even granting the necessity for leveling profits over
a period. The ultimate solution of this confusion will depend
_upon more thorough cost accounting and publicity given to cor-
porate records. | |

%ithin established industries, however, the enterprisers
learn from experience what is about the averagé'profit being
made by the members of the industry. As in the case of the
public and the selling price previously referred to,l the trade
comes to regard the percentage of profit generally being made
as "fthe profit" or fair profit. Attempts on the part of any

member to sell at prices whiech will not bring this profit are

1l page 38.
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frowned upon. Likewise when the trade Taises the price to the
publie, it is assumed by the latter that a greater percentage
of profit is being made than is fair. During the World War
when prices rose to high levels, public disapprobation of those
whom 1t suspected of making excessive profits was shown by its
application to them of thé word *profiteer™,

We see, then, that the fairness of profits is a relative
matﬁer to be judged in the light of circumstences and fronm
various viewpoints., What is being done to bring about a situa-
tion of equitable profits will be reserved for disocussion un-
der the aegeneies, private and publie, whieh are concerned with

this phese of the business life.



83
COMPETITION

"Competition may be, as some have said, the sculdvof
trade. It also is the mother of meny devious devices which
indicate that this soul has much that is fleshy =and earthly
clinging to i1t. 4And further, if it is the soul of trade,
it is a reiatively new soul, since in medieval times the
esaehtial characteristic of a merchant was that he possessed
a privilege which strongly sévored of monopoly. Those pers
sons accordingly who see in restriction of competition a
transgression df the immemorial rights of Angic—%axons will
do well to remember that it is a bare four centuries since
competition was reluctantly accepted as an evil if necessary
incident of the pracess of traffieking in 30mmodities°“l

The institution of free competitive enterprise ié, as
ig pointed out, a comparatively modern oOne. Business men as
& group, however, seem to believe in it so firmly that it is
regarded as il of aneclent heritage. Yet there is in their
regard something of an anomély. Clinging tenanciously to the
idea of the right of freedom to compete, each cantender dreaums
of how nice it would be to have such a control of his markeb
that he would not need %o fear compebtition. The few who have
approached a realization of this dream havé discoveréd that
they are in a minorlty, and their monopolies have been broken
up by the will of the'gxeater nunber. The majority hold fast
to that doctrine enunelated by Adam Smith3 in which he stated

1 Mex Radin, The Lawful Pursuit of Gain, 82.
2 Adem Smith, Wealth of Nations, Bk. IV, Ch. IX.
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that "the obvious and simple system of natural liberty" was %o
be attained by allowing each %o pursue his own intlinations un=-
fettered by others, and that each would be guided as though by
"an invisible hand” toward an outcome favorable to all. At~
tempts are made on the part of somé %o gain an advantage over
their competitors through circumvention of the rules, and 1%

is these that we wish to describe.

This is the bterm used to describe any method by which
one competitor seeks to eripple another or_ée'drive him out
of business. The practice of larger conserns in deliberate-
ly selling at cost prices and even below cost is perheps the
chief manifestation of this type of wnfalr competition. It
is often used by new organizetions in the field in ovder to
attract customers. The fact that this sort of tacties is
possible only to those with bilg resources, mekes the added
stigma of the stronger plecking on the weaker all the more
- onerous. 'The large corporation with strong financial reserves
can ruin a.riVal in this way, and unless actual dishonesty,
intimidation, maleétation or fraud can be proved, the victim
has no chance for redress in the courts. There is a famous
cagse in whiéh a banker in Minnesota entertasined a grievance
against a local barber, and equipped and finenced an cpposin
tion barber shop which he maintained at a loss long enough

$o ruin the objeet of his 111-will.! <there is also the case
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in whieh an oll company in Jowa, which had been in almost exe
clusive control of a large district, found that a retailer in

that distriet had purehesed 0il elsewhere than 1is proper

soureée. It thereupon ppened a rival retail establishment whieh

vndersold the other and destroyed it*l - In each of these ¢ases

the courts found evidence of ouwtright maelevolence, and awarded .

demages, The courts, however, have been reluctant to entertaln

M Wy
3 and ma ALY

similar instances must be left to the realm of ethieal control.

Othear anair.&am?etition.

Other examples of unfair competltion are:

1. Hiring people to spy on a compebitor's business, s0
‘as to procure data concerning preduction, séles, and methods.

2. Hiring people to spresd dissention among a eompeﬁin
tor's employess, or to Ilnduce a strike.

%. Hiring people to make false statements and spregd
gossip or meke bogus demonstrations about a competitor’s goods
in order to demage his and thelr reputation. The advertisement
of Lucky Strike cigarettes to "Reaah for a Lucky instesd of a
aweet” had a disparaging effeet on the eanay industry, and was
finally stopped by the 1atter thraugh its appeal to the Federal
Trade Commission,

4a Selling a compstitorts goods at a lower aric@ or below
cost in order to discredit the quality of the goods and the

fairness of the price of the competitor.
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§. Intimideting a competitor's customers or agents, %o
make them cease handling the competitor's geods. This takes
various forms, including thé making of exclusive contraets with
dealers, granting them certain goods which are so strongly es=
tablished in the market that the dealer camnot do without them,
on condition that he refuse to hendle the goods of others.t
"At one time the American Tobacco Company, having some brands
which every dealer must have, offered dealers ten percent dis-
céunt from rotail prices if they would asgree not 4o handle the

goods of compe titors and two and a half perecent if they handled

all goods on equal terms. It was claimed that a dealer could

make no prefit on two and a half percent disccant, s0 that the
arraﬁgement.was in the nature of coercion rather than an induce-
ment."®  "The N&tional Cagh Register Company kept a ’mergue§ of
the machines of defunct competitors and'used %t to intimidate
any who might contemplate entering the trade. They alse secured
their rivals® machines and sold them themselves, to prevent sales
by the rivals, or made machines to resemble those of compstitors,
and followed most of the known methods of focusing competbition
0ﬁ‘the particular ecustomers td whom their rivals were trying to
sell, using espionage to gain the necessary information or tek-
ing compebitora’ employees into their pay. Independents in some
busginesses have mysterioualy falled to secure creditqﬂg

6. Inducing a competitor's customers to break their con-
tracts or cancel thelr orders, by subsequent offering of more
1 Fyohn M. Clark, Social Control of Business, 154.

2 ibia., 437.
3 1bid., 478,




atyractive terms,

7. Bringing fraudulent or poorly founded suits for the
‘alleged infringement of patent rights, and other types of mali-
clous préseeutiong‘ﬁesigned to influence the good-will of the
buying ﬁublieb |

8, Price discriminations between customers to glve thenm
some added advantage. The annual reports of the Fedsral Trade
é@mmiésicn contaln numerous exemples of this sort of unethical

and now illegal competition. One of these reported in 1937 is

that cf:l
Chalk and crayon manufacturers. Fourtesn leade
ing manufacturers of chalk, wax crayons, water
colors, tempera colors apnd other school supplies
were Charged with malntaining and enforcing fixed
prices with resultent enhancement of prices fTor
school supplies,

Another typical example from the same report is that of:

Automobile parts and accessories associations,
Five trade associations composed of manufacturers
and distributors of automobile parts and accessor-
ies were charged with forming a combination to
control the market in, and to fix and maintain the
resale prices of, such products throughout the
- Unitved States. Under the agreements, the com-
plaint charged, manufacturer members Tixed unie
form and substentlially ddentical prices for their
products to Jobbers, as well as uniform and sube :
stantielly identical ressale pricges at which job- R
bers should re-sell such produets. The complasint |
glleged that the assoclation and its members fur-
thered the conspiracy and combingtion by attemph-
ing to monopolize in the hands of the jobbers the
distribution of automobile parts, nccessories and
shop equipment.

Two complainis against large yeést distributors offer
a good illustration of the evil, the sthlcal implicétiona

concerning freedom of competition being apparent:

1 Federal Trade Commission, Annual Report, 1937, 45.



- Two complaints alleged that eertain large yeast
distributors, maintaining similar discouns
schedules, were unlawfully discriminating in
price between different purchasers and that the
effect was substantially to lessen or to injure,
destroy or prevent competition in the manufac~
ture, sale and distridbution of bread and allied
products in which yeast is used. It ls also
alleged that the discrimination in priges had a
tendency 1o ereste a monopoly in favored custom-
ers of the corporations.

9. False digsparagement of competitors' producés, as

illustrated by the following ease:l

Loft, Ine., Lonz Island City, N. ¥., manufsctur-
er and distributor of candy and confeetion
products was directed to stop representing that
glucose, whether in commereial or in any other
form, as now produced and used or contained in
eandy produeits, was impure, harmful to health,
unwholesons, &an?arou%, or unsafe. The respond»
ent was also prohibited from representing thab
candy products made with or containing glucose
were impure, hermful to health, unwholesone,
dangerous and unsafe, and inferior in quaity

to and less puvre than the candy oproducts of the
respondent. The order also prohibits the repres-
entetion that Lofi candies are made without, or
do not in fact, contelin gluocose,

The story is told of $wo riwval producers of canned
salmon. One of them cenned a specles of salmon with a
distinet red color to the meat, aﬁd on his csns he played
up the fact that the rieh pink color indieated high food
value. The other canner, whose speties of £ish was of a
whiter tint responded with a label which proclaimed that
mour salmon will not turn pink in the can.™ As Balph Stary

Butler, Vice~President of General Foods Corporation, stated

in 1030:3

If T make a brand of corn flakes for which I

1 ibiga., 6l. _
2 Vawber Lectures, Northwestern University, 1930, Ethical

Problems of Modern Advertising, 49.
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can honestly urge the desirable virtue of :
exceptional crispness, I might convey the idea

by saying, "Does not get mushy in milk or cream."
But if I 4id that, the inference would be inev-
itable, and I might just as well frankly charge
lack of crispness in a competing product. If,

on the other hand, I say "Staye crisp in milk

or creamn”, I am making a legitimate statement

of a virtue without implying its lack in any

other product. -

Commercial Bribery.

1. Prominent under this heading are the various methods

used to influence purchesing agents, including the giving of
outright bribes andg soacalled wglififs™, | '

2. Bribing employees of competitors to betray trade se~
orebs and business information. | |

3s The giving of rehates, especlelly by transportation
gompanies; secred commisslons; eonﬁession&, etc,

The foregoing examples illustrate ways in which business
‘organizations praciice unfairnegs with respect to one another,

Let us turn now %o some of the ways in which business organiza-

tions practice unfairness toward the public.
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GOMMERGIAL DISHONESTY
A great many evils may be claséified under this general
heading. These will be gegregated under various captions.

Misrepresentation.

Misrepresentation is practiced in general in two ways:
through advertising about the produet or the company, and

through sctual misrepresentation of the product itself.
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other; in many instances where you find the one you find the

other also. The Federal Trade Gommissién in its Annual Repbrt
for the yaarIIQBVl classified the kinds of misrepresentation
which it found in one hundred seventy-eight cases investigate
ed during the year, as follows: -

46 complaints involved alleged falss and misleading
advertisi ng and misvepresentation as to the thera-
gau§i¢ value of various medielinsl preparations and

evices

44 complaints ¢harged misvepresentations as o nature,
quality, character, and prices of various products
or of the ingredients entering lnte their manufaec=-
Lure.,

28 complaints alleged flotltlous retail price mark-
ing, false ¢laims of distributors as being manu- :
facturers, or false representation asg to quality, o
nature and place of origlin of ingredients. Some
of these cases allegedly involved false claims as
4o beneficial therepsutic velue of yarious toiled
preparations and aosmetxcs.

16 complaints charged false repressentations in the
sale of books, encyelopedlas, and home-study courses,
ten of thess complaints allegedly having to do with
falss representations by correspondence schools as
to the nature and character of the schools and their
courses of study, the availabillty of positions and
earning capascity of students.

1 page 47,
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13 complaints alleged false representation as %o place
of origin of such products as toys, eandy, hanms,
a?ina~ware, flavoring compounds, fazor blades, and .
gloves.,

13 comylaints allegad false representation in connec-
v tion with the sale of sutomobiles and produects for
‘use in conneotion with their operation, eight of
these cases allegedly involving misrepresentation
as to the rate of intereset on deferred payments on
inatsllment purchuses contracts, and five alleged-
ly embracing false representation as %o the nature
rand. effectiveness of motor compounds, snti-freeze

aolutien and.lubrlcation oil.

1L eamnlaints (in adﬁition to those ctherwise 11sted
- - .whieh include a similar charge) alleged false rep-
resentations as to a company or individuel being
- the manufacturer or producer of such produchs as
eye~glasses, adding machines, smoking pipes, nursery
produects, hosiery, blankets, ribbons, whiskies and
other Splrituous beverage

'?‘camplalnks alleged false renresentaticns in the sale
~ of dog food, baby chicks, and medicinal products for

animals. .
The following tese, taken from the same report,t is a
good exhibit of one of the kinds of misrepresentation:

The National Sllver Company, New York, in connec-
tion with the interstate sale of Tlatware cutlery
made of carbon steel and thinly plated with nickel -
end chromiuvm, was ordered te cease and desist from
repregenting, contrary to the facts, that the o
cutlery was stainless. The res ponuent gompany was
directed to ceade using the word "Stainlegs® as a-
trade name, brand, stamp, or lebel for knives and

“Flatware cutlery unless made of steel containing
chromium and ¢arbon in certain proportions which

" represent and correspond to the gpecifications which
comprise outlery made from stainless steel. It was

further ordered that the respondent compeny cease
similarly using the word "Stainpruf® or like words

. indicating that the chromium-plated knives and flat-

ware cutlery in question were in fact stainproof.

|

1 ivid., 62.
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Advertising. _

It is contended by the defenders of modern advertising
that it has beem one of the chief agencies in raising the
stendard of living of the Americen people. This may be ad-
mitted “but at the ssme time it must be pointeé out that
advertising has also been responsible for takmn@ avay the
mﬁney of innocanx purchahers for goods which were nat of the
kind or qua}ity which ¢ he Durchaaer was led to beiieve they
would be, Mlh@&pf@ﬁ@ﬂtﬁﬁi@ﬂ in advartising has besen manifestw
ed iﬂ many varying degrees, from some ﬁpuffing“ on the part
of an enthusia&ﬁxc moraﬁandiﬁar to eutright falsevxta%@ments
on the part of fraudulent dealefs,' Misrepresentation in ad-
vertising is alagely'ailieﬁ ﬁo(misrapresentaﬁi@n in the prod-
uet, already ref@rred to, and cases there cited are appliecable
to advertising. It may tske the form of extravegance and
- false claims for its own product, or the disparagement afre@mw
peting products. Bapecially in the early days of American bus~
iness was advertising extremely rapacione. This was in the time
when there was litile ovmanization end sentiment had not begun
to orystallize. Added to that was She general gullibility of
the publie which made it éaﬁy for advertissrs to swindlie the
people with propositions that "would offer a complete éawing
machine for twenty-five cents, and send a cambric neesdle®, or
"would offer & steel engraving of Generel Grant spnd send a
one~ocent St&mp".l During the beglnnings of modern aﬁvertising

its chief use was "for the exploitation of patent medlcines of

Yom, o=, Calkins, Bthicel Problems of Wodern Adv&rtisin g, 58,
Vawter Lecture, 1951, ﬂbrthwestern ﬁn1Versity.
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a highly undesirable character, é traffic preying upon the
hopes and fears of the sick. Sufferers from serious disesses
such as tubereulosis or cancer, misled by false promises of
patent medicine advertising, postponed legitimete treatment
until it was too late. It was a common thing for such adver-
tisements to exhibit testimonials signed by victims who had
in the meantime died from the disease the remedy was adver-
iﬂeﬂ to eurea"l Intimat
were written to women in troudble and signed bvaydia Pinkhan,
when as a matter of fact she had been lying in her grave for
ysars.3 These are instances of intentional misrepresentation.
With the spread of the use of advertising in later years
additional abuses became apparent. One type wee and is the
"knocking" copy designed to increase sales by disparaging the
produet of competitors. Thus we find Willlams'® Shaving Soap
proclaiming that it is "The only kind that will not smart or
dry on the face." DParticularly reprehensible was the recent
campaign of the American Cigar Company, known as the “"gplit"
campaign, in which "the advertiser stated that his own eigars
were mede by machinery and were, therefore, more sanitary ﬁhan
cigars made by hand in which the wrapper was moistened by the
operator's tongue to make it stick, the implication belng thet
this was the common practice."d TVice-President Butler, of the

General Foods Garporation, previously quoted in referring to

l ipid., 58,
2 Toid., 60,
3 Ipid., %0.

4 Page 57.
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this cempaign, said:t
This denial (by the American Cigar Company)
unquestionably implied the continued use of this
practice in the manufacture of competing brands,
Aside from the faect that the practice has largely
been discarded by menufacturers, the advertising
is open to question in that it savors strongly of
unfelr competition. ‘
This same Compeny seems t0 have consistently followed
the policy of furthering its own product by trampling on the
merite of others, as was evident by its advertising of Lucky

Strike Cigarebtes, when it singled out not ome compebitor
but an entire industry with 1its admonition t¢o "Reach for a
-Lucky‘insteaﬁ of a Sweet.® The general unfavorable resction
of the public and the active resentment of the candy manu-
facturers forced a modification of the advertisiﬁg,

Seientifie Claims.

Much advertising today is based on seientiflc claims,
s large part of which are 5ut poorly founded or entirely un-
founded, "Dr. Leonard of Johns Hopkins University and his
chemistSessov.. . tosted 41 brands of tooth paste, inecluding
all the popular verieties, and (found) that not a single
preparation is capable of desiroying staphylococcus gfter
a five-minute exposure." "Some alleged ‘whiteners' on the
market use such dangerous chemicals as hydrochloric acld.
A government chemist recently took an extracted tooth and

put it in oné widely advertised tartar remover. In the morn-

1 Ralph Butler, Ethical Problems of Modern advertising, 50,
Yawler Lecture, Northwestern University, 1950,
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ing he found that the tooth hsd decomposed to the oo nstituenecy

of chewing gum. nd
Other examples of unethical advertising and merchandise
ing are cited by Stuart Chase, who in connection with Consume

era' Research, has been a leader in exposing untruthful ad-

vertising claims. Aside from their more serious implications,

the following two illustrations have their humorous side:

"Here is Semafor, a pink-colored mouth wash, which
advertises: 'Morning mouth. Everybody has it.' It
so happens that this partieular wash containing
phenolphthalein turns colorless in an acid solution.
The directions are to rinse the mouth until the
liguid STAYS PINK. The healthiest mouth in the world
always has a touch of acid; in feet, it is physiolog-
ically necessary. So the earnest and lgnorant custome
er can g0 on using boittle after bottle of this pre-
cious fluid frying to eliminate acid from a healthy
mouth,. As an agcelerator of turnover, Semafor has
found the perfect formula."?2

"The Americaen Magazine, in October, 1929, presented
an advertisement: 'Health Velue discovered in Japan
Tea. Precious food element has been found, Vitamin
C.' Then followed, of wurse, the usual scare COPY =
loss of enhergy, mu&dy complexion, rheumatism -~ all
walting to descend on thoss who did not keep their
vitamin ¢ at par. Meanwhile the Américan Dietetlc
Assoelation, on May 28, 1939, stated that vitamin
C was NOT present in the Japan green tea advertised
as contalning it. But this 1s only half the story.
What if it were present? All citrous fruits contain
r vitamin C, cabbage leaves contaln it, many things in
our regular diet contain it. We get plenty of 1t
everywhere. The idea of frightening us into drinking
more tea becauge of its aslleged vitamin C content is
pPreposterous .o

It is interesting to compare these claims in modern
advertising with elaims presented in some of the first ad-

vertising which appeared at the time printing was coming

1 Stuart Chase, Bthical Problems of Modern advertising, 110,
2 ibid., 109,
% ibid., 109.
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into general use, "A handbill of 1652 (for example) preserved
in the British Museum shows that coffee was advertised as good
for dropsy, goub, seurvy, ané'ﬁore eyes. In the Mercusiusg
Politicus for November, 1660, ons Theophi;us Buckworth adver-

tised his lozénges as good for curing consumptiqn, colds, asthe

ma, diseases of‘the lungs,; the plague, and ‘all other éontagious

diseases and obstructions of the stomach.'"l  While many of the
claims made today are probably just as extravagant, it is doubt-
ful whether or not they are quite as inclusive.

One of the forms to arouse widespread argument in ths past
few years is that of the téstimoniale

Teatimonlals.

In earlier days 1% was a simple matﬁer to get Mrs. smith
to siegn a siatement that she héd been cured by fluﬁona. Tem-~
porary relief and a little flattery would probably turn the
trick. But the difficulty with such testimonlials was that
‘Mrs. Smith was not sufficiently well known for her printed
stétement to carry a great deal of influence. On the other
hand, somedone nationally known would be likely to have a very
definite influence and on a large scals. A tidy sum of money
was suffieieﬁtvta procure testimonials from national politi-~
cians, prominent athletes and sportsmen.aﬂd women. To get
the desired signed statement from a social leader required
some modifieation of the tactics., We are told® that the 4if-

fieulty was surmounted by appealing to the sympathetic mature

1 Harold B. Burtt, Psychology of advertising, 2.
2 ipid., 108,
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of the celebrities, who were willing to sell their statement
in order to procure money for contribution to charity. One
needs only to glace through the more popular magazines on the
stands today, to éee the extent to which this form of paid
testimonial is being used.

Probably there would not be so much eriticism of these
statements even though paid for, if they were gilven without

the
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produect who had recsived satisfsction therefrom, But 1t is
qulite evident that the advertisers seek out those whose pic=
tures and signatures fthey Teel would carry the most weight,
and make a cash proposition of the purchase, it meking little
difference whether the person has been a user dr not. The
frequency with which the names and faces of certain people
have appeared on advertisements of various products rsnging
all the way from breakfast flakes and frult juices to tooth-
paste,; halr-oil and soap has just alout convinced the reading

public of the superficiality of this type of advertising, and

there is a likelihood that the over-doing of this sort of thing

will provide its own corrective in the distaste and disgust
which it arouses. One of the worst pheses of this kind of ad-
vertigsing is its influence on children whose trusting natures
are inelined to believe what they see in print, and especially

when the signature of their athletic hero is appended.

Trade Puffing,
Irade puffing today is probably regarded by most readers
with somewhat of amusement. It is well realized that adver-

tisers do not csrry the violet of modesty in their hands. Of
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all human tralts it has been pretty well recognized that one of
ﬁhe most common, with the exception of the Chinese who presents
"this wretched cup of tea for your most worthy person”, is the
tendency to praise that which one possesses., Of.couraé, when
the puffing amounts to actual falsity of statement, causing
one to buy when he would otherwise not do so, then the courts
have besen willing td grent dsmeges for the wrong dons. In
many instvences, sven though actual lies were told, the courts
refused to intervene unless actual damege was suftered by the
purchaaer.l The more ethical-minded among the advertising
profession are beginning to realize that the exceéﬁive use of
sﬁperlatives is likely to creabte suspieion and distrust in the

‘minds of the buyers. The shallowness of such claims was brought
to light by the Nationel Better Business Bureau in 1930, when
in a survey of the advertising of twenty-six leading radic man-
ufacturers it was discovered thet the mogt of them presented
their own produet in such glowing terms as:g' |
"Americats Greatest Redlo.®
"The Greatest Radio in the World.”
"The'Graates% Radio the World has ever known at any price.”
"The Finest Radio the World has ever heard.”
"The Most Wonderful Radio the World has ever seen,™
"The Highest Clasa Receiver in the World."

If we are to have "Truth" in advertising, which is the

1 Mex Radin, The Lewful Pursult of Gain, Ch. III. |
2 Eawaerd L. Greene, Ahthical Standards in Advertising, 131,
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idesl toward which the present attempts at house~cleanlng are
ﬁovingg then even puffing will have to come in for révisien.

Advertising is but one of the phases of merchandising,
althoﬁgh it is one of the chief phases. We find in it.semé
of the evils which are found in the aoctual exchanging of the
goods themselves. We turn our attention back now to some of

the evils in selling.
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UNETHICAL SALES PRACTICES
Imltation.

If imitation is a natural psycholigical phenomenon,
certainly we c¢an find ne better illustrationa of the process
than in the field of selling. Let someone market a produét
snd meet with a degree of sﬁécess, and lo, there are a dogzen

imitationa of it almost over night. The number of picture

phenomenal inltial success of Life, is a good illustration,
This kind of imitatian; however, does not seem to be partiec-
ularly objectionable from thepublie standpoint, because of
the fact that there is no attempt to deceive. It is quite
obvious that each iz a competitor of the others. It is when,
on the other hand, imitetions are offered and the attempt is
made to meke the buyers belleve that they are getting the
original, that our senss of the ethieal is offended., This
kind of deception can be classified under the heading of

Misbranding,

One of the most offensive instances of this kind was
exposed in the press recently. Jepanese manufscturers of
tooth=-brushes, realizing that American public opinlon was
boyeotting articles made in Japan, largely because of Amerw
ican disapproval of the manner in which the Japanese were
warring on the Chinese, sought to overcome this handlcap by
misrepresentation. They did this by re-naming a Japanese

town "U.3.A." end stamping their brushes with the imprint
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"Made in U.S.A." The casual buyer, who does not stop to read
all of the printing appearing on the produets he buys, seelng
the initials buys the produet under the impression that it is
made in this country. The fact that the town was re-named,
and the statement is technically true, nevertheless makes the
entire intent one of subterfuge and decepiion. |

No doubt the Japanese might affer the alibl that along

g

with the sdoption of %uat“rp maethodg of industry they have

m3a!

adopted also our methods of marketing. ¥or we find meny ex-~
amples of this sort of thing in our own country; witness the
following from the Federal Trade Commission:t

Imitation of Nationally Known Radio Brands.

Mareoni Redic Corporation, New York, and others, in —_—
connection with the sele of radlo sets, were directed o
to cease and desist from using such well-known and

long established trade-marks, names and symbols as

"Rdison®, "Bell", "EB®, "Marconi®, "MajesticY, "Victor®,
*Brunswick", "General BElectrien, "GE™, in a eircle with
seroll-like interior decorations, "Radio Corporation

of America™, and colorable imltations and simulations

thereol, and from representing that their producis so

branded were mepufaciured, endorsed, sponsored or ap~

proved by any of the concerns whwe trade-marks, names,

and symbols were as above set ouf, contrary to the

facts, and when the use thereof was without the knowle

sdge anﬁ consent of the lawful owners of these trade~

marks, names and symbols."
The case of the Real Produects Corporation and Realflex
Producte Corporation, Brooklyn, is a simllar one 1n‘which:3

The Commission's findings were to the effect that
these concerns made extensive use of the word "Cham-~
pion" in sdvertising and labeling automotive and metal
specialties, including spark-plugs cable sets, manufac~
tured and sold by them, and that this practice deceived
and misled the retall trade and purchasing p bliec, by

1 Report, 1937, 6l.
% ibid.
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creating the impression that these products were made
by the well-known Chempion Spark Plug Co., Toledo, Ohio.
The result, according to the findings, was diversion of
trade to the respondents from those of thelir compsbitors
which did not indulge in such methods.

The Reports of the Commission coﬁtain numerous casés of
misrepresentation by mi$bréhding which may be‘classified |
under the headings of:d | ‘ |

1. Using the same tféde name when not entitled to do so. ?

2. Using = variation of a trade name with intention
‘ of having it eppear %o be the trade nems imibated.

%, Imitation of the package or container, in size,
snane, color or markings.

4, The use of descriptive terms‘ which indieate that
the product has properties Which Lt does nmt in fact
possess, ase’

Use of the term "gold-shell" %o describe jewel-
ry: eonteining a very thin deposit of gold by
glectroplating praceas. : ‘

Use of the word "Sheffleld" in connection with
gilvervare not made or manufactured in sheffield,
dagland, in accordance with the process used by
the silversmiths of Sheffleld.

Repreésenting extracts to be imported when they
are in fact domestic-made.

Labeling wines of domestic made from domestic-
grown grapes with the names of famous French
wiﬁas;

Representing candy to be flavored and colored
with Jjulce of a fruit vhen in fact it Is syn-
thetleally flavorea and colored,

Misrepresenting woods of which furniture is made.

Using the word "doctor" in connecblon with shoes
not madé in secordance with the design orx under
the supervision of a doector or not having scien- .
tifie or orthopedis features whlch are the re-
sult of medlcal advice or services.

Representing automobile tires to be "reconsiruct-
ed” when the reconditioning is limited to the
repaly of worn or demaged portions.

1 Federal Trade Commission, Annuel Report, 1936, 65, 66,
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Misrepresenting the geographic location of the
place of manufacture of a product by specifying .
a place famous for such product. '
Misbranding of fabrics end other commodities
respecting the materials or ingredients of
which they are composed, their quality, purity,
origin, source or qualities, properties, his-
tory, or nature of manufecture, and selling
them under such names and clreumstances that
the purchaser would be misled in these respecis.
5. Misbranding to indicabe that the product is made
- in accordance with formulee of the United States
Army or Navy, when in fact they are not so made,
Misbranding is possible in many cases where the publié' |
has neither the knowledge nor the ability %o verify tha_claims.
In buying fur coats; sspeclially sealskin, the public was long
duped. At one time it is probable that over twenity different
kinds of fnrvwere sold as "Seal". Muskrat, nubtria, rabbit
and many others have been dignified in death as @hey‘never
were in life, the process of glorifiecation consisting in clip-
ping, dyeing and labeling with the name "Seal”. Alaska Sable
was for many years but the lowly skunk in dlsguise,
Textiles have furnlished enother excellent medium for lu-
erative profit through misbran&ing. Blankets could be sold
a8 Tparb-wool™, the public paying a price fog what they be~ —
lieved was from one~half to Oﬁa-quarter4wcel, but reeceiving
a blanket that in meny cases had one sirand of wool to {ifty
of cotton. Silk and wool underwsar was snother commodity in
which this type of falsification was practiced. Stuart Chase
goes 80 far as 4o say that much of the hosiery now sold as
ailk should really be sold as "ftin hoslery", in as much as

tests of the American Home Economics Assoclation revealed
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that in meny cases tin and lead weighting constituted from 50%
to 119% of the aotual silk conbent.l
The foregoing sre by no means all of the ways in which
the publie is fooled, but they are sufficient %o indicate
wherein the evil lies and the need for remedying.

Adulteration,

The Federal Pure Food and Drug Acts have pretiy well cur-
tailed the injurious and fraudulent adulteration of foods,
The dey is now probably pretty well passed when bakers could
mix elay with their flour, when sgquash could be colored and
flavored to be s0ld as strawbarry Jam, and when artificial
preservatives could be used in sueh amountﬁ»as to constitute
a menaces to health. It is likely, now that 1% 1s distributed
in sealed bottles, that the wabering of milk is no longer
comunons There 18 considerable reason o heiiave, howaver,
that motor oils and gasolines are often ﬁi;ated'wiﬁh.inferia?

grades by dealers.

1 Stuart Chase, Ethical Problems of Modern advertising, 103.
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| FALSE WEIGHTS AND MBASURES,
The giving of less than paid for seems to have been one
of_#he avaricious practices in commerce since its beglnnings.

So common was the custom of giving short weight in loaves of

- bread in medieval BEngland that a law was passed eemmahding

- bakers to give a thirteenth loaf whenever a dozen were pure
.. chased, thus originating the expression still occasionally
used of a "bakeris dozen',

Various and ingenious devices have been used to defraud
the buyer, chief among which have been measuring contalners
and baskets with félsa bettcms, giving the & pearance from
the outside of full measure, but actuslly containing less than
- the welght supposed, Another favorite device for the getting-
rich=-guick merchant was the unbalanced saala,'unbalanced ale=
ways of course, in favor of the mershant, Today; with laws
designed to corvect these miscreant devices aaa_§raetiéas and
with official examinera'ef welghts and maaéures, the public is
falrly well assured of get®ing correet quantity. Just recently,
however, a survey of Weightg‘&nd measures inlﬁalifginia, by
bonald E, Mbnﬁgomery, Conasumers® Counsel of the ﬁgrieultural W
Adjustment Administration, Washington, D. C., ravéaiad the .
: fbll@wingzl

In one Celifornia County 40,000 milk bottles
were confiseated because they shori-measured cohn~
sumers. When secales weed malnly in welghing out
foods were examined for accuracy, from ons to s8ix

out of svery ten needed adjusinmsnt,
In one county, 127 prescription scale s were

1 3tockton Daily Evening Record, June 10, 1938, by 4P.
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condemned for repalr snd seven vere eonfiscated

becsuse they were beyond repair.

. In three ecounties more than a quarter of

the gauges on gasoline and lubricabting oil punmps

were found to be recording inaccurate quantities.

Assuning thet the results of thie survey are represent-
ative of the State and country st large, the astonishing
need for correction is apparent. I% may possibly be con-
ceded that some of the inageuracies were not intentionally
ke
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cause ipdignation. The report infers that there is laxity
on the vart @f»cgnn%y sealers of welghte and measures, and
indicates the neoessity for bebtter performance on the part
of public officigls,

Even when the containers for messuring are adourate,
dealers sometimes do not i1l the cmntain@r_%héﬁ measuring
out gquantities. Parsticularly ls peckaged g@éﬁs do meny
menufacturers econvey the impression that the buyer is getting
more then he actuslly receives. The cardboard packages cone
taining sueh articles as tubes of tooth-psste and shaving
creem are notable examples of this d&aayti&n, the egxcess
gspace in the box often being stuffed with yamphiets and
sheeta of instructions o cover up the discrepancy. Boﬁ%les
énd jar$ containing cogmetics appear large on tha shelves,
and even when exsmined in the hand, but it is not until the
contents have been emptied out that one sees the thickness
of the bgttqm, fome menufacturers of hﬁx@oii and other

preparations deliberstely use a large thick bottle in order
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to fool the people.

The evi; i1s not confined alone to the so-called commer=
cial manufacturers. It haé long been customary for growers
and farmers to put the inferlor berries and fruits on the
bottom of the crate and falsify the contents of the box by
placing a layer of large unblemished fruit or berries on the

top.

7

.
his commercisl sxper-

ud

The wrlter reealls an incident of
lence some years age. The firm for which he was working was
the purchaser of large quantities ¢of animal fertilizer, and

was at the time buying sheep manure in train-load lots from

a Nevada source, The terms of the purchase were a stipulated

amount per ton based on public weighmaster®s certifieateﬁA

from scales at the point of shipment., As a mabtber of eaution,

some of the first cars recelved were agsin weighed on public

seales at the point of destination with the astonishing dise

covery that the destination weights were considerably less

then the shipping welghts. Subsequent weighing of all cars

at destination points diseclosed a rather uniform discrepancy.

The matter was investigated and it was found that the shipper | -
was turning the hose on each car as it was loaded, ostensibly

to keep the materisl from flying during the movement of the

train, His "conscientiousness" in this regard would have re-

sulted in the receiving company’s paying fertilizer prices
' for ordinary water, which as a matter of fact had evaporated

in transit. The final outcome of the affair, after much

wrangling and bitter feeling, waes an adjustment of the welghts.
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Other Miscellanesous Practices.
There are any number of "tricks of the trade" peculiar
to different kinds éf businesses, which do not readily lend
themselves to0 classification. Examples of only the more

common misfeasances will be given,

canceilation of Oxders.
Depending on the mannery in‘which an agreement is made,
ot come within the field of legal con-
tracts actionable in thé eourts, and cven when they do, the
amount of money involved oftén‘weuld not justify the expense
and delay incident to a suit for damages. Thus it is often
possible for a dealer to cancel an order previously placed
when he sees the chance to get the goods at a lower price
or on more advantageous terms elsewhere., That to do so is
a violation of fidelity is obvious. Such praetice probably
hags i%s own corrective in the fact that one who follows such
methods will sooner or later find that manufacturers and
wholesalers will no longer do business with him. On the other
hand,‘baeause,@f'th& large number of sources of‘supply and the
intense competition for outlets 1% may be possible for a deal~
er to pursue this kind of unfaithfulness for some time. The
policy is widespread enough to be regarded by business leaders
as one of the commercisl “sins”.

Falge Clainms,

False elaims for breaskage and on account of inferior
quality are often made by unethieal dealers. Even with the

perfection of transportation methods and clearing on way~bills,
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it is possible for some of this conduct to creep in. Hs-
pecially can 1t be worked when shipper and receiver are al
some dist&nca from each other and claims demnded are not
large enagh to warrant the send ing of an inspector by the
’ shipgér. Likewise, the ﬁhreat of losing a customer may
cause the shipper to tolerate aQQasiénal abuses of this kind.

ngm&rx.

Ve have no passed in review many of the prineipal
practices whieh are regarded as unethical in the transaction
of business. Any one of the fields mentioned would prcvide
the mcope of a major intensive investigntion. Prices, profits,
competition, commercial honesty, misrepresentation in adver-
tis@ng‘and in selling, commnercial bribér& = each is a fertile
aréa for study.

Let us npﬁ pass on 1o a consideration of the movement
for the eliﬁ&néti@n of such unethical practices és appear in
connectiongwith these, and some of the agencies which are

at presenﬁ inS;ﬁTUElent&l in theiy 03 rrectl(’n.
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BETTER BUSINESS BUREAUS
It is no doubt aymbolic of a general awakening on the
part of business and the public to the need of more ethical
standards in business that the two agencies which have done
and are doing the most effective wrk along this line, the
Better Business Bureau end the Federal Trade Commission, came
into existence at about the same time, the former in 1912 and
the latter in 1914, o
ih the year 1911, the assoeiated Advertising Clubs of -
America held their seventh annual convention in Boston. The
dominant thame.of the meeting was rveform in advertising prac-
tice, in order to eliminate &ishonasty among advertisers smé _
publishers. This was probably the opening gun in the long and
continuous battle for Truth in Advertising.
A few months after the adjournment of the convention,
Priﬁtarﬁ’ Ink, the adveritisers trade paper, engaged Harry D.
Nims, a recognized authority, %o prepare s model statute.*
This he did, and through the sponsorship of Printers® ink,
the following model statute was first adopted by Ohio and
Minnesota, and later by all the more impor tant states.? -
Any person, firm, corporation or associa-
tion who, with intent to sell or in any wiaeé
dispose of merchsndise, securities, service,
or anything offered by sueh person, firm, corpor-
ation, or assoclation, directly or indirectly,
to the public for sale or distribution, or with

intent to increase the consumpbtion thereof, or
to induee the public in eny manner to ehter into

1l Edgar L. Heermence, Hthics of Buginess, 66.
2 ibid, . '
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any obligation relating thereto, or to adéquire
title thereto, or an interest therein, makes,
publishes, dissemlnates, ciroculates, or places
before the public, or causes, directly or in-
direetly to be made, published, disseminated,
eireulated, or placed before the publie, in

this State, in a newspaper or other publication,
or in the form of a book, notice, hand-bill,
poster, bill, eirculai, pamphlet, or letter, or
in any other way, an advertisement of any sort
regarding merchandise, securitlies, service, or
anything so offered to the public, which advere
tisement contains any assertion, representation
or statement of fact, which is untrue, deceptive,
or misleading, shall be gullty of a misdemeanor.+

As a result of the convention the New York delegates
appointed a voluntafy vigilance committes, out of which later
grew the Nationsl Vigilanee Committee of the Association.

Subsequently the Committee evolved into the National Better

Business Bureau which became the asppointed representative

Yof a very substantial portion of the national
advertising industry, wi th the duty of promoting
ethical standards in advertising.

To carry oub this responaibility, the
National Bureau is incorporated as an independent
non=-profit corporation. It ls financed through
voluntary subseriptions by over nine hundred
business firms, It functions in three major
fields of advertising - commercial, financial
and medicinel ."?

With the Netional Bureau as g general clesring house,
Better Business Bureaus are now organized and operating in
the principal cities of the United States. ITach of these
bodies is independent, and controlled by loecal business men
through whose contributions they are supported. The local
Bureaus confine their activities to reising the standards of
1 wetional Associstion of Better Business Bureaus, Inc., Factg

you should know sbout Advertising, 16.
2 maward L. Greene, Bthigsl Stondards in Advertising, 125.
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advertising snd business in their respective communities. The
Netional Buresu devotes its efforts to serving those companies
whose business is broasder then the locsl community and termed
as national and semi-national in extent.

Recognizing the growing influence of the National Bureau
the megazine publishers in 1928 designated it as thelr agency
of cooperation for the elimination of fraudulent advertising.
This was followed in 1929 by similar recognition from other
organizations intexested_in the same problem ineluding the

 Association of National Advertisers, Inc.,
Amsrican Associationof Advertising Agenexes,
Periodical Publishers Association,
Hationel Publzahera Association,
Associlated Business Papers,
Agricultural Publishers Associetion,
Outdoor Advertising Association,
Street Railway Advertising Interests,
Nationsel Association of Broadcasters.

The Nationel Bureau's operating program as outlined by
Hdward L. Greene, General Menager of the National Bureau with
headquarters in New YOrg City, is briefly as follows:+

Froaud « Xnvestigation of products by
publicizing the fraud, reporiting of facts o
publishers and law-enforcing agencles.

Fraud - Investigation of products by individual

case, publiclity, reporting of facts to publxshers
and law~unf0reing agcneieu.

Legitimate Business - Investigation of unfair
advertising of legitimate products by t and
the promotion of ethical standsrds Tor bﬁe
entire group.

Legltimate Business - Investigation of unfair
advertising o1 legitimate products by case

and the exercise of corrsetive influence through
negotiation, publicity, or lew=enforcing agencies.

‘Mr. Greene's statement of the further method of the Bureau

1 ibid., 127.
iﬁia,, 128,
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is suecinet and is therefore quoted:l

, The method employed by the Bureau in the
development of basic material regarding an en=-
tire field of questionable or fraudulent adver-
tising 1llustrates the thoroughness and care
with which the program is undertsken. Instead
of making meny individual investigations, the
‘advertising of the Tield under investigation is
first surveyed and the eclaims of advertisers are
analyzed., These claims are then referred to a
large nuumber of authorities on the subject for
an esxpression of opinion as to the fapts ine-
volved. The replies are studied and a prelim-
inary report is drafted. This is returned to
the same authorities and is referred to other
authorities for checking purposes.  The resulbe
ing information ean he considered as represent-
ative of the weight of asuthority in the field,

For instance, after an investigation of
abesity remedies, we issued 8 bulletin to the
advertising industry and supported it by press
releases in which we stated obesity remedies are S
of two types < internal and external. The in-
ternal are regarded as being harmful and the
externgl as useless. As s raesult of furnishing
publishers with these facts, obesity remedies
were, for the most.part, quickly deleted from
the pages of mageazines.

Bach year the Pureasu issues to periodical -publishers
some two or thrée hundred bulletins containing factudl in-
formation econcerning certain aﬁvertisers; or groups of'ad*
vertisefs, ﬁhus alding the publishers in avoiding frauvdu-
lent copy. By its system of investigation and reporiing
the Bursesu is able te "bleankeb the advertising 1néustry with
information on fraudulent offeram, The result in practically

all cases is that the advertisers find ths avenues to their

1 $pia., 128,
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markets,‘which were furnished through the publishers, blocked.

‘ Not only does the Bureau report to the.bublishers on the
advertigers, but at regul&r.in%ervals it makes a survey of the
magazinas themselves to ascertain which ones; if any, contin-
ue to carry advertising which has been expdaeé as fraudulent.
These surveys have a salutary influence in as nuch és‘the in-
formation is made available %o law-enforeing égencies, and
where the facté ﬁncover@d are of public interest they are re-
leased to the press. |

The Bureau furnishes the Associatlion of Néwspapers (assi~
fied Advertising Menegers with a specisl investigetion service
to keep them advissd of schemes to defraud in classified ad~ R
vertising, where offers of home dresameking, addressing en- o
velops, card gilding, fareign emiployment, mail order proposi-
tioﬁs and drawing prizes are~@adé. 41t ig reported that one
voparatér who promised he %oul& pay up to $18.00 per ésZEn'for
sewing aprons, but whose sole busiress consisted of selling a
gample apron for $1.50, collected nearly @l&owoso.‘hefare he
was stopped by the postal suthorities. .

The significance of the Better Business Buresu orgeniza-
tion i n the United Staﬁes-is that it shows a desire and an
attempt, on the part of business Lltself, to réctify unethical
practices. ASs such a VOluntary‘mavément, it comes well within
the definition of ethiecs, as such, postulated in the beginning

of this paper.

One of the evils which provoked the movement was the
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practice of publishers in over-stating the amount of their paid |
circulations. This, of course, was metter of vital‘import 0
those engaged in the business of advertising. Such exaggera=
tlons led to the insuguration of the Audit Bureau of Circula-
tions in 1914, through which sworn stateﬁents of.the exact a-
mount of.eirculatiaﬁ of thehreputablé sdvertising medlis can
now be obtalned.

| While it mey be said, therefore, that these actions on
the pert of business ta,c;ean its own housa‘were seif~pr0tect~
ive in pature, and were necessary becasuse tha addé: was biting
itaslf, to those who slaiﬁ that there are nQ @tﬁie$ in business
this movement can legltimately be offered as bona fide svidence S

thet they do exist,
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THE FEDERAL TRADE COMMISSION

To those who ¢an see little but the unethical side of
business, and who point Yo regulation by government as the
only thing which keeps business within reasonable bounds at
all, i% should be pointed out that the Federsl Trade Commise
sion which is the Government's chief agency for the preven-
tion,ef unfair business practices, was actually created by
Congress at the request 6? the National Chamber of Comuercs,
often regarded as but th@ tool of blg business for the pro-
motion of selfigh ‘ends.

President Wilson in his Gengfassienal meseage in 1913
on the subjeet of additionél legislation concerning monopo«
lies and restraints in trade, had sald: |

The busine&s men of the ¢ountry desirs somes
thing more than that the menace of legal pro-
cess in these mgtlers be made expliclt and in-
telligivle. They desire the advice, the def-
inite guidance and information wnicn gan bhe
supplied by sna&ministrative body.l

As an outcoms of s referendur taken in response to a
eall from government for its views on the aubject, the Cham-
ber proposed the creation of a Federal Trade Commission with
jurisdiction iu'ea&ﬁueting»iﬁ?@ﬁtig&timn$ over all corpora-
tions engaged in iﬁtarstata and forveign commerce with the
exception of such matters as were already subject totthe
'jnrisaictian of the Interstats Comperce Commission. As a

1 3w Na Van der Viies, Collective Business, its methods and
objectives, in Ethlca af Business & Goverpment, 118.
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direct outcome of this recommendation, there was passéd by
the 63rd Congress the Federal Trade Commission Aet, No. 203,
which was approved by the Presldent September 26, 1914. The
Act provided for a Commission "which shall be composed of
five commissioners, who shall be appointed by the President,
by and with the advice snd consent of the Senate" not more

than three of whom "shall be of the same political party".l
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are hereby declared unlawiul® and "the commission is hereby
empowered and directed ho prevent persons, partnerships, or -
qarpara@ians, except banks, and common carrieis subject to
the Acts to regulste commerce, Trom using unfair methods of
competition in commerce." The Ach gave to the Commisaion the
power %o decide what was "unfatr” and to iﬁﬁue_ar&@rs»to any
business orgenization "to cesse md desist" frem any practlces
so decided to be. The Act further provided for the review of
such ordsrs by t he aaurts,‘é@d when sus%aineé,-fér their en-
forcement. |
During the firat yeara of its existence the Gommission
ook the attitude of a prosecuior. Az stated by the Honorable S
W. E. Hunphrey, Chairman of the Commission in 1982, under this |
policy the Commission:

T..ee0sebB0aMe gn instrunent of oppression
and disturbance and injury inatead of help. It
harassed and svnoysd business instead of essisting
it. Business soon regerded the Commission with

1 Federal Trede Commission Act, 1914, 1.
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distrust and fear and suspicion -~ as an snemy.
There was no cooperstion between the Commission
and business. Business wanted the Commission
abolished and the Commission regarded business
as generally dishonest. The Commission was at
that time unalterably opposed to giving anyone
accused a hsaring before he was condemned.t:

When Mr. Humphrey became chalymean, a different polioy
was inaugurated which, to condense his exposition of it,
was a policy of cooperation with business in which the Coms
mission took an attitude which might be characterized as
that of a kindly father who corrected, but who would enforce
his corrections with firmness if they were not voluntarily
followed. Instesd of the immediate issusnce of orders to

cease and desist; which were sometimes resisted with results.

ant litigation involving not only bitterness bub expense; the .

policy of conducting a hearing was followed at which both
the agcused and accusers stated thelr sides. If after the
hoaring the ccmmissieﬁ believed thg a@cused guilty of unfaif
praetieea;‘ha was glven the opportunity to sign a written
‘stipulatién that he will forever cease and desist from the
practices in question; such stipulation %o be accepbed by the
Commission and proceedings éismiase&; Only if the accused
W s ﬂnwilling to &igm sueh a stipulaﬁion§ was 1t necessary
to take the case into court for trial, and enforeement if
ausﬁainea;

This new policy met with the universal approval of the

E;W@ B, ﬂum@hrey, Bthics of Business and vaernmant, 43,
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entire business world, according to Chairman Humphrey, who
sald:

It 18 a great credit to the business men
of the country that our records show that 99%
of those who sign these stipulations keep them
in good falth. Today we settle twenty cases by
stipulation %0 one by litigation. ;
With a helpful attitude being displayed on the part of
the Commission, business evinced a willingness to assist
in removing objectionable features from its practices,

Thers thus developed Whaﬁ is known as the Trade Practise Con-~

ference and the Trade Practlce Submittal.

These conferences are held entirely at the solicitation
of the members of the industry vequesting them, and are not
suthorived by the Commission unless requested Sy a sufficient
number to ;paieaﬁa the probable successful oubcome of the con~
Terence. Tﬁe Commission does not eall a conference of its own
motion, nor doss it urge the holding of such a conference. The
indus try must itpelf show the necessity and make the reguest.
A‘éammiasioner presides, but only in an impartial capaecity. He.
gives the industry the beneflfit ﬁf‘hia advice and suggas%ien&,‘
but he does not éireﬁtg Freedom end frankness 1ln discussion of EE—
problems is maintalined, end none are incriminated. The rules
and regulations which the industry itself formulates are then
used as a gulde of conduct in the indusiyy, and are submitted
to the Commission as a atan@gxd which the industry beliave Tair,

The Commission, while it may use the submittal as a guide and

1 ibid., 45.
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reference, is not obligated to do so. They do not increase
the Commission's power nor change the law. But largely th&ough
the faet of the members of an industry getbing together volune
tarily end through frenk discussion formmlating their own rules
of conduct, meny fraudulent end unfair practices have been elim-
~ inated. | |

The ersamery industry was the first bto seek & irede prace
tice conferencs which it 4id in Ootober, 1919. Since that
time conferences, volunbarily soliecited, bave been held with ihe
féllawing inéustries:l

All-ecotton wash goods

Anti-hog cholera serum and virus ‘
Baby and doll carriages . e
Band-instrunent manufacturers _ _

Bank and commercial statlioners

Beauty and barber supply dealers

Bituminous coal operators (Southwest)

Bituminous coal {Utah) ‘

Butter, egg, cheese, and poultry (Pacific Coast)

Butter menufacturers (bouthWest¥

Castile soap

Cedar chests

Cheese assenmblers

China vecess acoessories

Clothing eotion eonverters

Commercial cold ataraga

Common brick

Common or toilet pins

Gonorete mixer and paver industry I
Correspondence schools : . ‘
Cottonseed oil mills

Creamery induatry (Omsha)

Crushed stone

Gut stone {building)

Cut tack, out nail, and staple industry

Direet salling companics b ‘

Dry cleaning and dyeing service {(Dist. Of Galumbia)

Edivle oils

Eduoational jewslry {school and cellege}

1 Federal Trade Commission, Report on Trade Practice Conferences,
1953«
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Electrical wholesalers

BEleotrical contracting

Embroidery

"Engraved-effects” printing

Pabricators of ormamental iron, bronze and wire
Fabricators of structural steel

Face brick

Feather and down indusiry

Feldspar grinders

Fertilizer

FPlat glass

TMay industry

Furnace pipe snd fittinga

Gcld»mauntea kunives

Goif vall indusiry .

Golf, baseball and athletic gaeés

Graetxny gards

Groeery industry |

Houseshold furniture and’ inrﬁishing

Iee cream industry (Dist. of Columbia and vicinity)
Ingot brass gnd bronze

Insec¢ticlides and disinfectants

Interior marble

Jewelry industry

Knitted outerwear

¥nit uwnderwesr

Kraft paper

Lightning rods

Lime industry

Live pouliry inaustry (Wew York City and vieinity)
Medieal gas.

Mending~cotton manufaeturers

Metal burial wvaults

Milk and ice cream cans

Milk producing and Giﬁtributing industry {Michigan)
Miliwoxk

Mopstick industry ‘
Multi~color printers of transparent and translucent
011 industry (Chicago & ﬁsnver} - materials
Package - Hacaroni

Paper bags

Paperboard industries

Paper bottle caps

Petroleum and petroleum products

Plumbing and heating :

Publie sea@ing ‘

Publishers of periodicals

Pyroxylin plastics

Range bollers

Rebuilt typewriters ’

Reinforeing steel fabricating and dlstrlb. inustry
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R@tail furniture dealers (New York City)
Roll and mesechine tickets
- Sanlitary nepkin industry

» Saw and blade service
School supply distributors
Serap iron and steel
Sheffield silver-plated hcllcw«ware
Shirting fabrics
8ilk weighting
Sled industry
S0lid section steel windows
Solvents industry
Southern hardware jobbers
Southern mixed fesd manufaciurers
opwe gmnuax’:a ana PQQKSI‘S
- Btandard sheet musie
Steel office furniture
Struetural clay tile ,
Subsoription book publishers
Upholstery textiles
Vulcanized fiber
Wall paper
Walnut wood
am-alyr Pfurnaces
Waste paper deslers and packers
Watcheases ,
Waxed paper
Woodturning indas%xy'(hiekcry hanﬁle industry)
Woodworking machinery
Wool stock
Roven furniturs

It is probably fair o say that the Federal Trade Com-

-mission, through its trade practice eonfersnces, has Jdons more

for the astabiishmeaﬁ‘af ethical staﬁdarés in business fhan'aﬂy'

other single sgency. While the aanfsreﬁeas.havé been held under PR
the a&sﬁieea.sf this Tostering agenecy, it must be remembered that

they have all been held at the request of the industries them~

sel%aas and due credit must be given to business for taking the

initiative in elevating i%s own standards and practices %o the

extent to whieh this hes been achieved. The benefits accruing

%o the public and to business mey be summarized by exiracts from
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the foreword of one éf the Commission's recent reportsol

The %rade practice conference is a procedure
whereby an indusiry takes the inltiative in establish-
ing self-government of business, making its own rules
. of busineas condvet, subgect $0 approval by the Comw

migsion.

The procedure deals with an industry as a unlt.

- I% is concerned solely with practices and methods, It
‘wipes out on a given date unfair methods of competition,
Unethical conduct snd trade abuses condemned at the con-
ference and thus places all eampe%itars on an squally
fair competitive basis.

Trade~practics conferences rasult in a genervally
recognized and eclearly marked itvend toward the use of
higher standards of business conduct and bring into
¢loser relatiopship industry and the Commission. Many
engaged in business and indusiry are not aware, until
a traede-practice conference is held, that some compet-
itive mathods commonly used by then eenstitaﬁe astual

- violaetlons of the law, or that %the unnecessary cost of
~unfair competition and wasteful practices, 1f abandoned
at one and the sawe time by volunbary agreement of all
~in the indusitry, may be converited from an item of expense
$0 & substential vrofit without adding to the price paid

by the ultimate consumer.

The valus of the trade-practice conference is further
‘shown by recent leglslation enacted by the State of al-
ifornia providing for the enforcement of certain confer-
ence rules pertaining o an industry of that State, a

~policy which might well be adopted by other stetes., “"Gen-
eral dairy law of Californiar, approved June 15, 1923,
- and as amended HMay 381, 1927,

ghaAﬁagﬁeﬁ_S%%tesAthmber,of,&ammafeagﬁas'basn eriticiged

on mamy:eecasiﬂns a$_§aing the instrument of big business. It
shc#ld be noved, ggwavérs thet 1%t also has played and is playw

ing & parh in the raising'éf morals in Yrade, through constant
emphasis on better standards. Ius Principles ef_Busineas Cone=
auetl are worthy of study for the ideals they s et:

Principles of Business Conduch. '
1. 'The foundabion of business is confidence, whichsprings

1 frade Practice Conferences, 1933,
‘2 Quoted in Bthicel Problems of Businens & Gavernmea% 121,
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from integrity, fair dealing, efficlent service and
mutual benefit.

2, The reward of business Tor service renééraﬁ ig a
fair profit plus a safe reserve, comuensurats thﬂ
riskes involved and foresight exercised.

3¢ Bgultable consideration is due in business alika'
to capltal, menagement, employess, and the publie.

4. ZERnowledge - thorough and gpecific - and unceasing
study of the faels and forces affecting a business
enterprise are essential to a lasting individual sue-
cess and to efficlen®t service to the gublien

5. Permaneney and eantinuity of service are basic aims
of business, that knowledge gained may be fully utilized,
eenfidenea established and effiglenay inereased.

6, Obligations to itseld and s&@iaﬁy prompt business
unceasingly to strive toward continuity of operation,
hettering conditions of employment, and increasing the
efficlency and opportunities of individual employess,

7. Contracte and undertakings, written or oral, are to
be performed in letter and splirit. Chenged conditlons
do §0% justify their eaneellauian without mhﬁual agreg-
Hnent.s .

8. DBepresentation of goofs and gervices should be
truthfully made and serupulously fulfilled.

9. Was%e in any form of capltal, labor, sesrvices, mater-
ials, or natural resources, is intoierabl& and caﬁsmant
affmrt will be maée toward its eliminatlon.

10. Excesses of every nature, inflatlon of credit, ovep-
ezpansion, over-buying, oversgiimuletion of sales, which ‘
create artificlal conditlions and produce crises and de- -
nv@ssiens are condenned. ]

1l. TUnfair competition, embracing all acts characterized
by bad Taith, deceptlion, fraud, or oppression, ineluding
comuercial bribax g 18 wasteLul, despleable, and & pub~
lie wrong. Eusineas will rely for its sucesss on the
excellence of ite own servive.

12, Controversies will, where possible, be adjusted by
volunbary sgreement or impartial‘afbi%ya%iana

13, Corporate forms do not absolve from or dl ter the
moral obligetions of individuals. Responsibilities will
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be as courageously and eonaaientiously discharged by
those acting in representetive cepaecities as when acte
ing for themselves,

14. Lawful cooperation among businassfman'énd'in use-
ful business orgenizetions in support of these princi-
ples of business eonduct is commended. S '

15, Buslness should render restrictive legislation un-
necessary through so conducting itself as to deserve
and inspire publie confidence. : ‘

- Time will not be taken to trace in detall the fbunﬁétians
from which these preseni-day organized efforits in Amsrican life
grew. Alexander T. Stewart in New York with his inauguration
in 1828 of the @aliay of one price $o all and the truth about
gomnoditien; John Wanamaker in Philsdelphia in 1861 with the
addition of the idea of goods returneble if not satiﬁfied,‘%he
payment of clerks with eash ratber than in store orders on
which the firm might take s commisslon, shortened hours, coure-
tesy to customers; Marshall Field in Gﬁieaggs with the idea
that the customer deserved every eonsideration and money re-
funded if goods not satisfactory; these were the ploneers in
business ethics whose initial efforts were the beglanings of

the movement now galning headway.



A
COURSE
SOCTAL = FUNGTION
OF
BUSINESS

b

Prepared fox
the |
Stoeckton Junior
Gollsge



97
INTRODUCTION.,

In recent years business has come to be recognized as
having fhe status of a soeial instibution. L@ﬁg regarded
simply as an sccumulation of unrelated ways of earning a
livliihood by the buying and selling of commodities and serp-
~vices, modern business now. appears before us as a wide-spread
integrated phenomenon embracing 1ot only an ideology of its
own but a way of life, and having a profound influence on the
walfére of a people. As such 1% has provoked a eri@iaé& aval-
uation of ite underlying philesophy; it hes drewn toward it~
self an eﬁéminatien of its;méthn&s end their social implica-
tions. Especially during the years of esonomic maladjustment
the question has been ralsed as to whether or nﬁt buginess as
aﬁ insﬁitntien has an @bligatisn to society, a soeial funetion
o perfarﬁ; Progressive thinking people have indicated an af-
firmative answer tavthiﬁ questions The result has been the
development of é-&itexat&fa Gnvﬁha §u%3ee£, and the inauvgura-
tion in higher institutions of learning of Sehoalg;of Business
Adminis%raﬁién whesa‘earriauia’are based on the idea of train-
ing business aﬁmiﬁistyatars who, in addition o their skillas
‘and knowledge, will have an éppreciatien-of the goeial respensm
1bility of business as an institution. Leaders in this movemen
have been Harvard University, Stenford University end the Uni-
versity of Pennsylvania. | |

In recogpition of this newer abiiiude, %hare was lnaugurat-

ad in the Department of Business Administration of the Stockton
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Junior College in 1957 a course of study entitled "The Soclal
Function of Business*, To the writer was given the duty and the
privilege of developing this course. The syllabus sontained in
the following pages should by no means be thought of as final,

but rather as an experimental program su’bjﬁct to constant revision,
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ATMS AND OBJECTIVES,

To encourage in the student a positive attitude toward

the development of better ethical standards in business,

and a willinghess 4o lend his efforis toward further
elevation of these standards; to dgvelop a realiza-
tion of the socisl responsibility of business,

To aequaint the student with the importance of business

a8 one of the institutions of modern soclety.

To show him its relationship to other phases of life.
§6 $haW him how business ﬁas ﬁevelépeé from the simple
to the qem?lex, ereating grablémﬁ of confliet of in-
terest éai the need nat'aniy for mégﬂl&tian éné GO
trol but for restraint. i

To explain the difference between self-control and

governmental control, and vheir supplemental relatlon-

ship. . _
To discuss the evolution of Qapiﬁﬁlism,’itﬁ philosophy

and paychology.

To show that ethiecal standavds havérim@révad in many

ways end that business doea cooperate in this improve-
ment. U |

To trace the maans’by‘whieh they have beaﬁ evolved
and improved. |

To discuss the agencles and me thods now in use for
improving business levels snd standerds.

To %ébulate and examine practices generally accepted
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and those generally regarded as unethical.
To presentd aetual cases of business practice taken
from eaufﬁ reéor&s, government files and current

newspapers and periocdicals,

To indicate the avenues in which improvement is

needed.
To generalize cerbain prineciples of ethical buginess

conduct.
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ADMINISTRATIVE LIMITATIONS
Administrative limitations: The proposed course of study ls %o

be glven as a two-unit course; the class meeting twice per week
for a series of eigﬁﬁe@n'w$eks, or a total of thirty-six megtw
ings. Deducting four of these hours. for mid-semester examinae
tions and written anelyses, and one week for final examinations,
there remain only thirty hours for instruction. It is question-
able whether or not this is sufficient time in whiech %o accom-
plish the aims end objeetives of the course.

Student Limitations: The sbudents eligible o the course will

be avefag@ unselected publie junior college students, some of
whom will take the course bescause of a genuine interest in the
subjecet and others simply as an electlive in the Business Admin-
istration field to Till out a program of sixteen units. There
There is a 1liklihood that the majority of the e¢lass will be 14th
year students as the course is listed as an elective in that
vear in a required two out of four course cholece, However, i%
i8 permissible to 13th year students under their choice of two
units of electives the fTirst semester. Counsslors will be en-
joined not to enroll freshmen in the course as 1% is felt that
the study can be more fruitful in the sophomore year, especially
after the student has bad a grounding in business fundamentals
in the reguired Accounting and Business Managesment courses of

the first year, end while he is taking other sophonore courses

in the same field.
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| PHILOSOPHY UNDERLYING THE COURSE
1. There is in man some innate and inherent conception of
right and wrbhg, an apriori sénse of good and bad. This is
| asaumed'witheuﬁ examination. | |
2. That there is in mou% human beings the desire to do what
is right, or what hig sacial group considers right, but that
this is. of%en gounteracted by the desire for self«aggr&néize»
ment and the Tear of insecurity.
3. Invironment plays a verwwggeat part in determining the
philosophy and conduct of thé‘individual and the group. The
, literature of psychology substantiatés the influenae:ef CONw
ditioning factors. |
4. Thgt group sentiment is necessary to enforee individual
desire, and is a powerful force in making the inaividuél con-
form. ) _ |
5s That group standards evolve %hrough inltiation by individ»

uals and thelr $ubsequent accepﬁance by the group.

6., That individusls tend to giVe greater wei ght to tnose things

on which their attention 1s foauaeé, ana that therefore courses

of study and puhlielty are likely to result in conduct similax

to idesls upon whiah attentian is held.

7 That it is n@eessary o makﬁ elear by study and anumeratlan

what good conduct ls, as many are in doubt as to the prsp@r'
course of action in a given situatlon.

8, That there is a deeclided pragmatic prepondersnce to the

philosophy of the American people, and that when ethical business
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1543&0%3-%0 be the enly Way of permanent ﬁuéinese_th&y will
move in this ﬁirac%ion; | : | |

9, That gradualiy perfecting méthqu of dissemination of
}information, with publicizing of results of unethical conduct,

will ereate a public opinion intolerant of the unethical .
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PEDAGOGICAL METHODS
| The'peﬁagogical philosophy underlying the teaghing of
this course is %o a largg extent that of Henry C. Morrison,
Professor of Bducation in the Univérsity of Chicago, and is
as fellows.l

14 The unit type of orgenization in 80 far as 1% is.
applicable.

2. A preliminary appraisal of the present experiential
“background of the pupils with respect %o the unit 1tself, with
subsequent procedure thereafter to be Ffollowed determined very
largely by the disclosures of this step. Adaptation to individ- -
val differences and to the ecultural level of the elass will be
kept in mind,

S« Motivation, through the aweskening in the student's
mind of normal learning curiosity, by proceeding from his exper-
iences to what is to follow.

. 4., lLgsentisl understanding %o be esbtablished in broad
Serms by direet expository teaching, at the outset, by the
Instructor.

5. Lesrning is a change in attitude, or the acquisition

of a new abllity. The change is an inward affeir which can be
achieved in the most thorough-going and economical manner only
by the student himself as he works over in a lomg study period
an adequate body of assimiletive materiasl focused wpon the unis.

Adaptation 15 a form of growth, and growth requires time and

1 Henry ¢. Morvison, The Pragtice of Teaching in ‘the Secondary
Schmals,
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feeding.
6, A systematic technique must provide for every unli

of learning a period in which the student is led to react as
effectively as may be to the content of his.maarning* It is
¢his reactlion whieh seoms to accomplish the finsl eétahlish»
ment of the new attitude.

According to Morrison, a unit of learning is VYany com-
prehensive'and gsignificant aspect. of anvironmsnt; of an or-
canized science, of an art, or of conduct, which being Learned
results in an sdaptation in persana;ity“«l’ "The whole pProcess
of education is made up of unist 1@arning$, each of which nmust
be mastered or else né adapbation to objective conditions of
life is made."

The.siza of the uvnits to be learned need not, in fact
as a matter of necessity ere not, uniform. The nature of the
material to be mastered will determine the unit size, varying
from subject to subject, end also within a subject field.

Some pheses of a subjeet are simple and easily understood;
unlts here may be shor%a In other instances, ‘complex concepts
present themselves and longer uaits are NCGESSATY. "..o.e0081-
ysis of the teaching ebjeetivés gives us the unit learnings %o
be masteraﬁ."g Some units may thus be mastered in one assign-
ment; others may take several aasignments and cover a period

of several days.

1 ipid., 75
2 Tbid., 77.
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Briefly, the method may be summarized as:
1. Exploration
2. Presentation
%, Assimilation
4. Org&nizatién
5. Recitation {or use)

The course is, in some ways, of the appreciation type,
in as much as 1% seeks an inculcation of end the establishment
of an appreciation for the ethical attitude in business,
"Psychologically, this type is concerned with the effective
side of man's nature. Now the materials with which this Type
has to desl and its products are sometimes put to critical
evaluation by process of ratioﬂalization," "The standards of
moral bshavlior are traced in thelr evolutiocnary developmenﬁs
and attempts are mede to separste that which is vﬁluable from
that which is worthless. As goon, however, as it is deenmsd
desirable to set up a course dealing with thi$ aspect of the

subjeets which belong to the appreciaition type, that course

. goes back under the sclence type." Professor Morrison, howsver,

| classifies the study of ethies and logic under the science typel

where the "adapbtations ave in form understandings of prineiples

or processes in the relation of cause snd effect, The method

of learning is a process of reflection and rationalization. The

product 1s en intelligent attitude toward some aspect of the
environment or of a science.”

1 Henry ¢. Morrison, Practice of Teaching in the Secondary
Sehool, 89. ‘
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Because of the importanece to this ea&rae of the second step
in the}learning cyele as stated by Professor Morrisonl the steps
are here listed:

1. Stimulus, assimilation, and reaction.
2., Initial diffuse movements.

B Iﬁentifieéﬁien of teaching objectives.
4, Direct teaching.

5, Study.

As previously quoted, the changing of attitudes and the
making of adaptauions is an inney affair and requirea time.
For this reason the ;econd step seems quite importent. Not
only from the standpoint of initial movements as being first
things, bub especially from the stendpoint of maturatlion or
seasoning. It 1is &1ffiqdlt o say Just when a p@rsgn's atti-
tu&é on a certein matter changes. We read, we sbudy énd then
soms‘ﬂay we find that our viewnoint is aifferente In a course
of this kind therefqre, the more of the diffuse movementis we
have in the form af‘collaxeral readings and obaefvatien of
pertinent happenings in the world about, the more liklihood is
there bf & re-shaping of attitude in conformity with one’s ag-
similatien and weighing of the Tacts and thoughts exe rienced.

Mntivatien.

Rather than to begin this c0urse with an historical or
logieal agpfoach, it is deemed best o use what might be termed

1 g4, 154,
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the institubtlonal approach; that is, the instruector will pre-
sent to the class at 4ts first meeting, typical ethical prob-
lems taksn from the world of business, preferably cases con-
cerning which the atudahts nay have gome familiarity, 1T there
have been suitable cases discussed in the newépa;érs or period-
icals, Familiarity,witﬁ circumstances, and the arousing of
natural eurio&ity_éhoulﬁ ﬁhus make an excellent way to work
into the later study of ethical considerations. A constant
keeping in touch with reality throughout the course by reference
to actual happenings Willvbe_a definite procedure.

Lectures. Direct teaching will be done throughAlactures in
which historiecal, expository snd explanatory matters will be
presented, with salient parts emphasized.. - 4
Problems., Problems will be used to develop in the student a
method of evaluation and to make the subgeet mora realistic by
setting him up as the judge or the participant.

Discussion., Whenevey possible, class discussion will supple-

ment lecture and problem method., Thisg serves to erystallize
individual viewpoint, %o develop sentiment, ésprit‘da'carps,
and through contribution to assist in re-adapiesion.

ﬁella%e?al reading. Approximately two hours of outside reading

wiil be required for each hour of class meesbing. Multiplielity
of fdacts and veriety of viewpointa should arcusé the stulent's
eriﬁieal attitude and result in an intellizent ﬁrecipitation

of outlook. - Class and written reports on readings on specifie

cases will be rvequired.
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Materials. Reading material in the callaga library for this

course is at present inadequate. It should be supplemented.
Current articles in magazines and newspapers will be utilized.
Text, No text will be used, providing sufficient books mey be

obtained for the library to insure independent learning activity.
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INTEGRATION WITH LIBERAL ARTS CURRICULA.

It is apparent that a consideration of the soeial function
of business reaches out into e%her‘fields of & tudy and inte-
grates with them. As gn'institution, bus iness can not be stud-
jed without reference to other social institutions, political,
religious, sconomic and sducational. The roots of business
go deep into these various phases of human abtivity, as ia seen
for sxample in the 1nf1uemce of Calvinism on eapitslism. Like-
wige, the study of business ;eads'an inevitably to an examina-
tion of the fields of philosophie thought, eapecially those of
utilitarianism and pragmatism, of opportunism and teleolégyo
Aims énd methods are based on man's eonception of his place and
purpose. Business policies and standards sre thus directly re-
lated to sociology and philosophy.

In present day society business is intimately bound with
politics and government. With licenses, ta}:éa,‘tariffaﬂ wages
and hours laws, legislation in respect to monopolies ané trade
practices, participation of government in business, it can
truthfully be a@sid that there is hardly a business transaction
th&t,deeg not have a counterpart in government. Fundamental
theérias of the state and ite methods of control and guidame,
of paterpnalism, individualism and reglimentation, make a proper

orientation in the realm of palitieal selence necessary.

Reonomics has been dsfined as %he study of men's wents and
their satisfaction. Business is the practical operation of

satisfying wants. In the process conflicts develop betwsen the
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factors which are engaged - land, labor, capital and the entre-
preneur. We must g0 below the surface of bhuginess practices
to deeper lying prineiples of theoretical egonomies, to theories
of value, of wealth, of the justification of interest, of the
accﬁmulatida of ¢aplital, of the ownership of 1&3@, of the wages
of labor snd of the profits of the entrepranéur. The eancep%
of private property, the soeiallzaﬁiog of natural resources,
the sanctity of contraect and the freedom of the worker %o con-
%réct his hire must ultimetely be given evaluation, Aﬁy atudy
of business 9&110&0yhy$ therefore, must take into acoount thé
theoretieal ecopomics upon which business is b&séd,

T4 is one thing to perceive the "how® of a thing; it is
snobher to understand the "why" of 1t. One may have a clear-
eut pleture of present-day business practices, yet fall %o
understand the reasons for many of them. Not énly mﬁ&t we
seek thoir explanations in fields previously mentioned, but
we must go behind the present into the past to locate their
beginnings and trace their developments. Only by viewing the
historical approach can we raeénaile meny of the incongruities
which now manifest themselves. History, then, affords another
foundation upon whieh to base a study of the social function
of busine ss.

0f particular significance ls the field of pasychology,
voth individuel end soeiael. Perhaps the most diffiocult of
all considerations in connection with the raising of business

standards is the metter of sanciions; that is, the fundamental
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bases of action whiech influanee man“é'candueﬁﬁ It is here that
thé-study of instigetss of drives end motivating influeneeé, of
springs of action, and the conditioning of behavior enlist the
aid of pgycholoay t¢ assist in nnderstan&ingﬁhuman conduct in
buginess and in raiging its stenderds. In the phase of buéiness
known as marketing, in which selling and advertising play such
a dominant part, peychology is likewlse all important.

The social study of business integrates with all tﬁa soclal
seigﬂceﬁg it also tles in with other stadies, al though perhaps
not quite so obviously. Art is playing an increasingly iﬁgorﬁ»
gﬂ% part in business, in edvertising, in packaging merchandise,
én& as a meéium'ﬁhrough which the subtle infiuance of edvertis-
ing ié maée aetive; tvhe patural sclenges, for example, do not
sgem 80 rsaﬁily cormected with business; yet some of the ethical
prablsms in industry have as the foeas of their inqﬁiry a matter
of physieal, ehemicél or biologieal seieacaq_ Yhe fTamous case
ef $h@ Royel Baking Powder Compeny, elted by the Federal Trade
Gommission for ﬁne%hical_pgaétiees, hinged on the use of alum
instesd of cream of ﬁsiﬁargbanﬁ & large part'ofvtha %éstimany
in that case eoncerned ﬁhe ralative properties of these two
ghemiesals and thelr biaisgisal gffects.

| When it is vemembered thet the prcesses of production and
marketing involve ﬁxacﬁieal&y all phases of human acbivity and
utilize all avallable knﬁ%la&ge'in atbenpting to create and 1o
satlsly wants, i% is realize&‘that s soclal eppraisal of business
intar»rel&tes'and coordinates with and needs the assistance of

othey branches of organized knowledge.




115
TESTS

The expegted outcomes of this course of s tudy are a‘eartain
amount of factusl knowledge, understanding snd apyreéiatién of
relationships, end the development of sbtivitudes.

»Measuremeht of results in the first‘named areas ¢an be ag-
couplished with reasonable accuracyar Objective tests of the
true~-false type are admirable for this purpose for the reason
that they permit of extensive sampling over a wide spreads in~
suring an adequate coverage of the material involved. It is
1mp0rtént, here, as always, thalt extreme caré be taken to fol-
low the rules of construetion ef.this kind of test. Com@letiong
multiple éhoice aﬂd}maﬁahing tests may be used also, as well as
the essay type test. 7The exaet type of test t0 be used will
vary with the particular segment of ground belng covered, the
essay test being favored where unsided rscall is desired.

The essay typa'ae&ﬁs to be preferred also where 1t is ae»}
sired to evaluate the student’s abllity to orgenize and to cor-
relate nis‘infarma%;&ﬁ@ Understandings and mis-understandings
are thus ﬁora likely %o become apparent. Digcussion questions

calling for reasoning, aubstan%ia%ion and justification will
furnish a pattern from which ocan be judged the extent of appre-
ciation of reletionships and significant reslizations.

The most imporisnt outeome of the course, the development
of atﬁitﬁée%a is the one that ias most Aifficult to measure be-
cause of its intangibility. Mot only this, but the mdbiplieity

of factors which deternine attlitudes cause these to fluctuate.
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The tendeﬁcy Yo verbalize, to generalize and i classify exper-
lences and make judgments on insufficient evidence complicate
the pranQm. A&ded to these the strong influence of emotion
makes attitudes end their appraisal an intrieate affair. The
difficulty attendant upon testing attitudes iz well summarized

in the Report of the Commission on the ﬁacial Studies of the

Amevican Historical Assoelation as follows:®

The pitfalls of a direct effort to tesk
the attlitudes of students on questions which
they regard as important and about issues of a
gontroversial nature sre so many as to defy any
form of test. The new~type itest is most divect

- and perhaps, therefore, least efficlent in galn-
ing results. The essay type affords the student
an opportunity to reveal his attituds on many
guestions. The methods used by the historian
in checking sct against verbal statement may
85111l be the surest method of determining real
attitudes, MNext o that, the essay type, as
interpreted by the teaeher would promise to
yield most satisfactory @videnca.

In the summery and eonclusion of the same report, written

by A. C. Kzrey, Profesgor of History at the University of Minne-
. ) . 2}
- Bote, the same position lis again stated:”

- In the tests of attitudes and traits of
personality, an effort was made to penetrate
- gomewhat to those ethieal and aesthetic elo-
ments which condition nearly sll social prac-
tice. Tests of sttitude, long a preveeupation
of psychologists, have been employed with some
~degres of suceesz by social psychologists. The
character of the atiitude tests employed, h@w~
ever, aunf the limited extent of their apm}icaticn
by this Investigation do noet justify any definite
conclusion as to thelr possible modificaetion for
use in the schools. The Jordon study of honesty
and cheeting in school situations confiyms the
impreasion of most socisl scientists that these
gualities are not definite traits of parwenality,
- but rather reasctlons to ilmmediate situations.

1 Truman L. Kelley & A. C. Krey, Tests and Measurements in ﬁh@ '
Soclal Seienceg, Part IV, 101. -

2 ibid., 485.
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The Commission séems not to have been unanimcusvin its

conelusions, however, and a Divergent Opiniéhraé %b.the Func»:
tianacf Teste snd Testing is stéfed by T. L. Kelley as an ap~
peﬁdix $0 the Report.t His statement inﬁiéates ihe exlstence
of a schism in théwaémmission and undertakes tc refute the
claims of those holding ﬁha viewpoint just stated. The follow-
inngXGerpt ls periinent to the messurenment of attitudes:?

The opponents assert that the forthcoming
social order will be different from the present
in important things of the spirit and that
these cannot be measured by objective tests.
Any relisnce upon them lg at best a conecern
with the trivialities of the new age.

Oranting g probable difference in soelal
outcone as great even as a reverssl of atii-
sude Yoward private properiy, nevertheless, we
do not grant a probable basie difference in
the instinety, satisfactions, intelligences,
skills, and types of social contaet whiesh will
be ordinarily manifest in the new order. Fule
ther, we do not grant the impossibility of
measuring by semi-objective mwans the new tralis
or accomplishments which will be desnmed soclsally
desirable., We do grant no present instruments
for measuring these new things snd very inade-
guate -instruments for measuring most of the
$raits and accomplishments essential to happy
living together in our present soclasl order.

Winile upholding the suitability of objective tests for
the measurement of attitudes and expressing gonfidence that
reliable and valid tests cen be developed %o meet the need,
nis opinion is in agresment with the main conclusion of the
}Gammis&icn that ot present there are not satlslsctory or ad-

aéuatﬁ,inﬁtxuments far‘aceomplishing this result.

1 gpid., 487.
a ihié!y &950
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There is appended to the Commission's Report en extensive
biblicgraphy of studies on the testing of attitudes. The
writer hes had ocecasion to refer to some of these studies, and
is attracted by the methods of Watson in testing fair-minded-
ness and ethiecal judgmenﬁél Hspecially are Watson's conclusions
indicative of the hope expressed by Professor Kelley when he
summarizes:g |

~Perhap$§ therefore, it may be concluded
that unless conflicting evidence should be
obtained, these tests may be regarded as
usable measures of prejudice as c¢ontrasted
with feir-mindedness, upon certain religlous
and economiec issues.©

An attempt is being made to eonstruet'objectiV@ tests
for this course along the lines of those described In the
stﬁdies $0 which reference has been mude. >Thair wnstruetion
and. checking neéessarily involves a length of Time Whiah makes
it impossible to report concerning them in this paper. Pend-
ing the creation of adequate tests of this type, it is Tel%d
that chief reliance in evaluating the development of atititudes
in this course should be placed on the written essay and(diaa
cussion type of examination and on the careful nating of stu-
dent’s reactions in oral class discussions. The primary ob-
jections, of course, to these two methods is that the standard
is é subjective one, namely, that of the instructor. While
the objection is a vélid one, the subjectivity can be reduced

by care on the part of $the lnstructor in his evaluatlons, and

1 ¢. B, Watson, The Measurement of Falrmindedness.

2 ipide, B.
3 Thid., 35.
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by the exercise of discrimination in the cholce of questions.
Against the objection is balanced the advantage that in writ-
ing on a %tople the student’s mind has free play to express it~
self, and it is probably iny through this gense of»frsedom
that real attitudes are 1ikely to be expressed. Students are
less likely to be suspiéfbus of the fact that they @re being
analyzed, of'tha% they éfe likely tb incriminate themselves.
Even in wall»eenstrueﬁed‘abjactive'ﬁestss where corroborative
statements are scattered and supposedly hidden throughout the
subject matter, sﬁuéents‘ara likely to deteet the check-up
statements and to feel that they are being itrapped or tripped
up. Students are prone to avoid revesling a real attitude
which they feel might be disapproved.

Another obstacle encountered in the testing ol attitudes
is the operation of a defense mechanism. Those seeretly
guilty of sm@ially disapproved conduct or feelings are quite
careful to achieve a reputation of the opposite nature in order
t0 win approval and avold disapprobation. Again some students
are anxious to please, and are likely to‘give the respouses
which they feel will net them the highest esteem with the in-
atructor or ﬁith the class group. These difticulties were en-
countered by Thurstone in his tests on atiitudes concerning
social problems, and although he Was working with s tudents
younger then the college age, it is also true that the same ob-

sarvétiens apply to the older sﬁudsntsal

1 7Trumen L. Kelley & A. C. Krey, Tests and Measurements in the
Sogial Seiences, 85, '
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Other appraisals of ﬁhe situation indicate similer ob- |
stacles. in writing concerning the undesirebllity of develop-
ing any stendard attltude among students with respect to such
things as the public ownership of public utilities, Hawkes,
Lindquist and Mann argue:t |

It should be poinbted out that even if it

were possible to describe in terms of a position
along an arbitrary scale a pupilts attitude toward,
- for instance, private ownership of public utilities,
and even if it were possible to designate one end
of the scale as that on which the pupil's answer
should be located, 1t still would not follow that
his atiitude in any resl sense had been "measured®,
As soon as the pupil senses that responses are
beling evaluated in terms of correct and incorrect
his chief concern is to make the "correct™ response.
Whether or not he really has accepted the opinion
he has expressed it is impossible to tell.

Professor Burton of the University of
pregsents s8til)l another phase of the picblem, In syéaking ot
the teaching of ideals, attitudes and standards of taste, he
says:2 "Do not attempt to measure or test in the traditional
mapner.” InArefarring to the measure in wihich a mother's love
fér her baby would be 331»3&3{1{2::@(;3.,,i namely by thevway in which the
mother took eare of it as to cleanlinessﬂ'faedingg etc., he goes

on o say:

Here we have the clue to determining the
nature and strength of emotionsl standsrds. We
sen not meassure precisely. We must watch and note
any aetion in asccord with the desired idedl or
stendard. The term "trait-agtion® has been eveolved
$0 mean those objective observable acts which are
presumpbive of sympbomatic evidence of the posses-
sion of an ideal, belief or stendard,

An setusl sstimstion of & lsarner’s progress

1 H,.E» Hewkes, B, F. Lindquist & C. F. Mann, The Construction
and Use of Achlevment examinations, . S T
2 W, H., Burton, The Nature and Direction of Learning, 302.
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