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I should like to try ~in. I plan now to come to New York this 
next Wednesday, March 26th, and I should like to see you. I would arrive 
about Noon, after catchi~ (I hope) an 8 o ' clock train from Boston. I 
have few comni tmente that afternoon, but expect to take dinner vi th a 
cousin ho is visiting the city from her home in North Dakota. Anjway, 
! 111 call your office after I reach your big city. 

I should like to talk to you on a number of things - - not merely 
the Harvard application, but MY plan for setting up the Research Commit­
tee in a new, democratic fashion, and my efforts to lure Hiram Davis into 
a novel avenue of research, for which perhaps the Committee could help to 
raise funds. 

I enclose a document. Thia is one that I spoke of earlier, a sort 
of alternative to that which I transmitted to you ten days a~. At all 
events , I should be glad of your opinion re~rding this project. You 
will recognize some of it -- altered perhaps at pointe to meet your pre­
vious criticisms -- but the 1case 1 study is new. And I would remark that 
we have selected the 1case 1 of scientific management rather deliberately-­
partly because that area is relatively free of moral overtones , partly 
because the material on scientific management is comparatively abundant, 
and partly because the area lends itsel f to the sort of international 
cultural approach that we have emphasized in our Research Center in Entre­
preneurial History. (By the way, just to prevent you from getting unne­
cessarily contused, this specific application , if ever submitted, would 
come in the name of this Research Center - not the Committee. ) 

Hop in,; to be able to catch up with you soon, and particularly 
this coming Wednesday, I am, 
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BUSINmS El'HICS m THE LIGHT OF 

SOCIAL SCIENCE 

From the me<ii&eval. period when Thomas Aquinas endeavored to elab­
orate the doctrine of the ttjusttt price, or- in EQgJ&nd- WilHam Scott 
in the first book specitioa.l..lJ" on retail busineaa (l.6.35) tried to combine 
"trading justly, pleas1 ngly, protitab]¥," clergy and laity have never 
ceased to seek SCIIIle baaia tor the appraisal of buainessnen' s activities. 
Freque~ the criteria have been sought in the Soript,ures, or, it they 
aeemed inadequate, then in some body of general ethical principles which 
should presumabl3 direct the actions ot allm.en- the lawyer and the 
doctor as well as the businestaan. 

In rece~ decad.es the probl.ems that writers have seen to be perti­
nent to the area ot buainess ethics have came to be broadened: not merel3 
abort weight and fraudul.ent advertising, but changes in CODIHrCial. organ­
ization or practices, size ot ent;erprise, and the l.ike. So lfide-ranging, 
indeed, have the elements beCOII8 that those who attack the subject apeak 
curren:t.ly only ot "businessmen's responsibilities. tt 

As yet, however, no real effort has been made to bring to bear upon 
the probl.em ot defining and. ap.loring business ethics the resources o.t 
the social sciences as a body: economics, sociology, etc., as well as 
the accumulated data ot busi.neas ami ni st,ration. This is the task to 
which the Research Center in Entrepreneurial History proposes to devote 
itself, and tor the accompliabnent of which it asks financial assistance 
from the Foundation. 

During the past few years the Reeearch Center bas wnerta.ken a series 
of investigations into tb.e cbang:lng characteristics ot the busineuman over 
the decades. It has likewise uanrJ ned buainesemen' a bebaT.lor - through 
time - in varied cultunU. contexts trom 19tlrcentury France to 20th-oeuliury 
Brasil, and in the United states from colonial days to the present. The 
Center possesses, therefore, the basic data b;r which a scientific study of 
business ethics may be truittul.]¥ directed. Furthermore, in oarr,ying 
through these imestigationa, the Center has !aced, and in part at least 
solved, the problem ot achining workabl.e cooperation between the various 
social science disciplines. The task has not been an easy one, but suffi­
cient succeu has been achieved to justif:y oontidence that an inquir.y into 
bwdnesa ethics can be taokl.ed intelli.gently and ettecti~. And last.J.y, 
the Center' a contacts with the HarYa.rd Buainess School. Facul.ty (and 
library resources) have grown ao close that it mq benefit fran advice (and 
data) to be secured o~ in that institution. 

The first and over-riding requirement tor qstematic research into 
the changing "ethicstt ot bus:ineaanen is the elaboration ot a ooncept,ual. 
apparatus that will both define the proper area of inquiry and point to 
the type of empirical investigation that will illustrate the val.idit;r ot 
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that apparatus. To the SUIIID&17 description ot such a set ot concepts and 

hypotheses the tollcnd.ng paragraJils are devoted. 
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In uaiDg the phraae "buaineas ethics" we do not; a81RJ118 that there baa 

ever «Xistecl in 8D'J' place or period an aplicit. oode ot ethical precepts 

t.o guide buainealllllen in their~ transactions, auch as, tor aample, 

is provided !or plv'aicians by the Hippocratic oath. Far leas do we take 

it. tor granted that the el.aboration of such a !omal. code, vhether b7 
buainea&en themael.Tes or by aoc:ial scientists, would neoeaari.l1' be 

deai.r&ble. Above all, we do DOt. oonceive o! buainess ethics u consisting 

in the l.ogioal i.mplloatic:ma that can or ought to be clerind trcm the ethical 

pretel"Clces at the reaea.rch worker. B7 a st;~ ot bua:lneaa ethics we .an, 
quite aimpl.Jr, a st~ ot what buaine8SD811 ban taken t.o be, at dit!ereat. 

times aDd pla.cea, right or lf1"'Dg ooncluct tor them to pursue aa buaineaamen • 

.U historians, we have no direct acceaa t.o buaiDeas ethics as such. 
The eri.dence which the historian baa t.o work with is evidence o! actions, 

and the ooncl.uaions at vhich be seeks to arri.Te m.wrt be deriv.c:l !raD 

&D&J.yaea ot actions. St.&rt.i.Dg !raa actiona, he baa t.o get at the value 

.,..teaaa, the ataDdazoda b7 which courses ot action are chosen aa right or 

wrong, in a word the ethics vh:ich, often implicit and unconsidered, 'I.Dier­

lie actions. 

An ana.lysis of th1e type can dre.w upon a cona1d.erable bociy o! socio­

logical t.heor7, llllCh o! it aJ.re&d1' in operational terma, which ~ ~ 

t.o 8\JPp}y the necessary concept;s or tools ot inqui.r;y and to suggest probab~ 

truit!ul hypotheses. In tezma o! this general ~ o! theor.r, an inquiry' 

into the history ot bwsineaa ethics is an innstigat.ic:m at how people 

playing certain roles in a social structure learn certain attitudes appro­

priate to those roles &Del o! how these attitudes cbange over time in 

response to the changing social sanctions l«hich ., mpi nge upon them. 

Our procedure is baaed on three postulates: 

1. The value qatama ot buaiDeumen retlect and are consistent 
with the tlmct.ion&l. requirements o! the roles they OCC\11'7 in 
the social structure. 

2. No business practice can persist unless in the long run it is 
consistent ld.th the Ta.lue qstem ot the buaineumen concerned. 

3. Every vol.itional act o! a bWiineasaan is, in ODe aspect, an 

ethical deciat.on, renecting (either aa contormity to or d.e­

part.;ure trcm) the noma ot beh&Tior which he regards as 
appropriate !or h1.m in a given social llituationo* 

* Thus we do not agree with those writers ldlo bold that aaue, perhaps most, 

buainese decd.&t.<ms are ethica.l.ly neutral. FraD. our point ot view frlf1rY 
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A study of business ethics is therefore a study of the nonns of be­
havior which businessmen accept as appropriate guides to conduct. It is, 
so to speak, a study of the moral bench-marks of business life. A histori­
cal study at business ethics is one lllhich attempts to identifY these 
bench-marks, trace changes in them, and discover how these changes were 
brought about. OUr task is two-fold: (i) to ident.ity these stable patterns 
of actions which we term business practices; (ii) to locate and define the 
systEm or values, or ethics, which made these practices what they were. 

As we have already pointied out, the historian's raw material consists 
fwxlamental.J.1" of records of actions. These actions can, however, be an.alyzed. 
in two dit'ferent ways ani can be made to produce evidence of two di..ftere:nt 
sorts. Every action can be regarded simply as an event - as sanething 
which was done. Or it can be regarded as the result ot a decision or choice, 
and. therefore as the end-product of a process of valuation. Concretely, the 
evidence available for this inqui.r;y falls into two categories: 

1. evidence of what part.icular businessmen or sets of businesanen 
have done or tried to do. 

2. evidence of what other people have thougbt, said, and done 
about 1. 

The first class of evidence we shall use pr:i.marily as evidence of the norms 
ot behavior actual.ly accepted and approved of b;y the particular set of 
businessmen we are investigating. That is to say, it bears directly on the 
question of vha.t business ethics were. The second class of evidence we shall 
use as evidence of the nonns of behavior which other people thought these 
businessmen oyght to accept and approve of. That is to say, it bears on 
the social valuations of what these businesaen did, and therefore on the 
factors in the situation tending to favor or discourage change. The basic 
problem of our research is the investigation of the functional relationships 
between these two sets of social norms. We approach this problem with a 
certain prelim.i.nary eypothesis in mind, viz.: 

Whenever a change in the norms of behavior characteristic of a ce~ 
tain set of businessmen takes place, there has prev:iously developed 
a discrepancy between the actions of these businessmen and the norms 

buiness action is goal-oriented and therefore implies the acceptance of 
certain goals as good, right, and proper, and the rejection of others as 
bad, wrong, and improper. Business l.i.te, fro.m. this point of view, ia im­
pregnated with vallla.tions of .means and ends, and therefore with questions 
of ethics - of what oyght to be done. This is quite apart from the question 
of how decisions are rationalized by buaineasnen thEIID88lves and by others. 
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ot business behavior sanctioned and approved of by at least one ot 
the social groups involved. 

It will be convenient at this point to introduce a conceptual distinc­
tion between two types of groups, which we may cal1 actor groups and censor 
groups. When we speak of the norms o.t behavior ot an actor group we refer 
(in this inquiry) to patterns of behavior typical of a certain set of 
businessmen, in their business roles. When we speak of the norms of 
business behavior sanctioned by a censor group, we refer to the fact that 
each social group involved i:n a business rel.ationship disapproves of some 
patterns of business behavior &D:i approves of others. What our prelimiMry 
!Q'pothesis instructs us to do is to compare the norms of behavior of the 
actor group with the noms of behavior sanctic:med by the censor gl"'llJt• 5 
That is to sq, we are instructed to compare what the actor group did or 
tried to do with what the censor groups thought the actor group ought 
to do. 

This process of comparison is the first step i:n our analysis. The 
second step is to ~lore how actor group and censor groups interacted. 
We wish to i.Jnrestigate, first, whether, and in what respects, and how fre­
quently, and to what degree, the actions of the actor group deviated from 
the patterns of behavior sanctioned by the censor groups; then the 
measures taken by the various censor groups to make their attitudes effec­
tive; and final.ly the effectiveness of these measures in changing business 
ethics a.nd practice. By this procedure we expect to be able to establish 
haw and by what processes business ethics changed at the times and in the 
wa;ys they did. 

Clearly the usefulness of thie procedure depends very largely upon 
how we choose our actor and censor groups. There are certain theoretical 
restrictiws upon the wa:y in which we make this choice. In the first place, 
it is essential that our actor and censor groups exhibit a certain mi...n:imum 
degree of homogeneity in their attitu:les am behavior. They must be true 
groups, in the sociological sense: a number of people who interacted and 
communicated with each other more or less continuously and shared certain 
caumon values. For example, it is not pemissible to take a London banker 
of the 1820's and a New York banker of the 1950' s, lump them together as 
"bankers, tt and then compare what they did with what scaeone else thou,ght 
bankers ought to do. The two bankers do not belong to the same actor group: 
there was no c<DDunication or interaction between them. Simi] arly • it is 
nat permissible to take a labor union boss of the present day and a member 
of the National Association of Manufacturers, also of the present day • and 
place them in the same censor group, since two such differently-situated 
individuals preSUIII&bly would have different ethioal. standards and different 
beliefs as to how a businessman ought to behave. 

Secot¥:lly, for each canparison we wish to make, it is essential that 
there must be interaction and communication between actor group and censor 
group. If this is not the case, there is no point in drawing any compari­
son between what the one group did and what the other group thought the 
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first group ought to do, because in te:rms of action the two groups had no 
point of contact. For a:aaple, to compare the beh&Tior of a money-lender 
in a Russian 'Village in 1880 with the ethical precepts of a lecturer in 
the Hal'Tard Bueiness School in 1952 might be a fascinatiJJg i.ntellectual 
e.urcise, but it would be no more useful - it woulA throw no more light on 
the wqs in which hlDan aooieties change - than a ga111e of chess. 

There are &lao cert&in practical considerations to be bome in Jli.nd. 
We may dilllliss with ac&Dt consideration the idea of deal1 ng with "business­
men in general" and "society in general." Such a procedure would un­
doubtedly lead to a blurring-oYer of significant differences both in patterns 
ot behavior and in group attitudes. But at the opposite extreme, it would 
be impractical to attempt. to deal, on the one bani, with a Jll1rl,ad of indivi­
dual businessmen, each of whom acted in a wq different in some respects 
from the actions of aey other businesaaLen, and, on the other, with a myriad 
of tiny social groups, each ot whom bad in some respects ditterent attitudes 
toward the actions of businesaen and different methods of making these 
attitudes ettective. Saae sort ot approxi.Daation is necessary 1! the inquir;y 
is to be unaaeable at all. 

What is required is a pilot st~ which will enable us to test the 
efficiency of our .methods ani the richness of our raw material. We need a 
case which is apli.citly ~c in its context; which displqs the inter­
action of different groups in relation to the development of changes in 
business ethics; which m1n1m1 zes the effect of generalized biases deriving 
from. the research worker' a personal ideals; which gives prcaiae of affording 
an ample supply ot both types ot nidence referred to; and which, whil.e 
manageable in scope and capable ot completion in a relatively short time, 
deals with matters ot intrinsic interest and importance. 

-0-

It is cl.ear that mal'1I,Y ot the topics c0111110nly thought of' as inTolving 
business ethics are not. suitable tor our present purposes. An inqu.i.ry 
into the changing aocial definitions of business honesty, eyen i.f confined 
to the United States, would wxloubtedl.y prove too ambitious. Similarly, 
investigations ot the ethics ot slaver;y or ot labol'-'Mnagement relations, 
regarded as business practices, while probably hi.ghl.y enlightening, would 
be too broad in scope and unwieldy in respect ot raw materials. These 
large-wcale projects, in tact, are ll&tters for qstematic research carried 
out aver a period of' years by an experienced team of i.m'eatigators f'al.ly' 
confident ot their methods and of' the validity ot their theories. They 
are not suitable tor use in a pilot st~. We JllUIJt look tor sanetbing 
smal.ler and more manageable. W'e require a "case" which is JROre or leas 
a unitary episode; one which has a definite starting-point and lllb.ich repre­
sented 8<118tbing in the nature ot a break with what had gone before. 

Such a cue can be found, and the one which we propose possesses unique 
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advantages as a pilot study. It baa, however, one pecul1arity, namely 
that it is not at all. the kind of thing which is C<DmOnly regarded as in­
volving questiCCls of business ethics. This we consider a positive asset: 
one of the things we want to do is to d•onstrate that ethics, values, and 
accepted at&Diards of behavior are implicit in every item of business 
practice. 

The pilot study which we propose to undertake is an imeatigation ot 
the introduction of Scienti.tic Kan&gement into business lite in America 
and e~sewhere p~ in the period !ran 1900 to the present dq. We intem 
to examine the Scient;itic Management aOYament !rom the point of view of 
business ethics: that is, as an attempt by certain interested parties to 
evolTe, introduce, and popul..arize a radical.ljo' new system of organizing the 
u:erciee ot authority in industrial units. We wish to investigate the 
origin of this new qste, determine its impact on business Ute in America 
and Europe, evaluate the resistances which it met, and trace the effects ot 
these resistances upon the developnent of the system and upon its incol'­
poration into at&IXlard buainess practice. 

It is cl.ear that this propoaed investigation tultils admirably the 
~nts 'Which we set up earlier. It has a definite starting-point: 
the e.xper1Jaents comuctec:.l by Frederick W. Taylor at the Midvale Steel 
Compar1;1 fran 1885 onward. It represented a radical departure frau. previous 
practice, and change took place rapidly enough to excite considerable and 
wide-spread c01111118Dt. The actor group can be clearly identitied: those 
business executives who adopted. or tried. to adopt Tqlort s system. The 
pri.mary censor groups seem to stand out sharply: Taylor and his disciples, 
the labor unions, the govel"DD88nt, and the substantial. number or business­
men who were Tiolently opposed to Tqlorism. The area of interaction is 
clearly defined: those changes in the actions and attitudes ot managers 
which were essential to the !tmctioning of Tqlor' s system. It lema 
itself to intel'-CUltural caaparisons, tor the impact of Tqloriam was sig­
niticaatly ditferent. in France, Germau;r, the United States, and Great 
Britain. A considerable literature exists to provide the necessary evi­
dence. And the growth of Scienti.tic Management frau. crude Tqlorism down 
to the hi.ghly" sophisticated "human engineering" of the present dq is an 
important element in entrepreneuri&l history. 

Ask aJV moderately well-intomed person today what he means by 
Tqlorism, and he will talk about time and motion study, speed-ups, and 
standardization. The sterotype of Taylorism., that is to sq, I"\UlS in 
terms of certain techniques ot production cout;rol, rather mechanical in 
nature, and taking no accO\Dlt of what we term the "hUII&Il factor," meaning 
by that the attitudes and values of the workman and the ~cutive. From the 
historical point. ot view nothing could be more inaccurate. No one insisted 
more Tehement:cy than Tqlor himael.t that what acientitic Management meant 
was nat ap~ups nor even ti.ale study, but nothing less than a revolution 
in the thinkin.g ai¥1 attitudes of managers and workers. Copley, Taylor's 
biographer, puts the matter succinctly: "Tqlor was forced. to build an 
ethical system ot management when be started out to build a scientific one." 
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And Ta;ylor himself, when testifying before a House Caomittee in 1912, 
was equally explicit: 

In its essence, .cientitic management involves a complete mental 
revolution on tbe part of' the wor~ • • • a complete mental 
revolution on the part of' these m.en as to their duties to their 
work, toward their fellow men, and toward their employers. And 
it involves the equal.ly complete mental revolution on the part. of 
those on the management' a aide •• • as to their duties toward 
their fellow workers in the management, toward their workmen, 
and toward all their d&ilJr problems. And without this caaplete 
mental revolution on both sides, scientific management does not 
exist. 

It 1Ms just because Scientific Management entailed this "mental revolution" 
- which we mq more properly' describe as a redefinition of' the ethics of' 
authority in business - that Ta;ylor met so much opposition, not on1.y from 
labor, but also from management. Tqlorisa was a technique for disciplin­
ing managers, as .much aa a .means of increasing the produot.1'tit.7 of 'MOrk­
m.en. 

The fact of the .matter is that Scientitic Management was viewed and 
evaluated in ethical tenus, not only by Tqlor and his disciples, but also 
in the beginning by everyone who came in contact with it. What was in­
volved was nothing leas than an attcpt to redefine what it should .mean 
to be a worker and what it should. means to be an employer. Tqlorism., 
which Lenin in Pravda castigated as "the most refined. cruelty of' bourgeois 
exploitation," and which COIIIIIi.ssioner Lane of the F.c.c. described as "a 
sort of substitute for religicn," was from the start a revolutionary doc­
trine which has lett a permanent impress on American thought. 

We feel confident that the introduction and develop!D8nt of Scientific 
Management can be analyzed. as a case study in business ethics by means of 
the theoretical apparatus presented here. We believe, too, that such an 
inqlli.ey wculd be of substantial interest and value, not only to historians, 
but also to buainessm.en am business analysts' for the revolution in 
business thinking and behavior which Tqlor began is still with us. The 
names change, the anphasis alters, clearer recognition is given to the 
necessity for manipul.a;&ing attitudes and Yal.ues, but the ethical problem 
nma:i.ns. Whose values shall prevail? What are the "correct" attitudes 
&Dd who shall determine them? What are the ethics of' authority in business? 
It may be that the historian, by the nature of' his cratt, can himselt 
provide no sati.af'actory answer to these questions; but be can at least 
illuminate their practical implications and, with the wisdan of hindsight, 
explore how .m.en have gone about answering them in the past. 

0 0 0 
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The Research Center bas the personnel available for and interested 
in this avenue of navel research. Dr. Hugh G. J. Aitken would be in 
charge of the inquiry, whUe Professors Leland H. Jenks and Arthur H. 
Cole would serve as counselors and critics. We believe that the pilot 
study above outlined can be carried through in a two-year period. More­
over, we est:iJDate that it can be completed at a cost of approx:imate]Jr 
$25,000. 

Because of a number o£ features - the importance of :treeing the 
1ubject of ''business ethics" and "businessmen' s responsibilities" from. 
a plethora of hazy not.ions, the opportunity of attacking with sociological 
tools a problem of interest to students of business administration, the 
need o! a historical survey o:t Scientific Management, and the chance in 
£1lling this need to include an inter-cultural canpa.rison - the Center 
asks the grant to it o:t $251000. to be available for expenditure over the 
academic years 1952-53 and 1953-54. 

Subnitted on behal! of the Research Center in Entrepreneurial History. 

Arthur H. Cole 
Executive Director 
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