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PAULA: I'm Paula Schroeder; this is MidMorning on Minnesota Public Radio and today we take a look at corporate values – a term some might call an oxymoron. After all, the cover of Newsweek a few weeks ago featured the photos of several CEOs and the huge headline "corporate killers". Top management has come under intense scrutiny in the wake of layoffs over the past several years and some questionable practices have raised the question, "Are there any positive values in boardrooms and corner offices?"

Well, we are going to be looking at this issue over the next several weeks here on MidMorning, and my co-host for these programs is Carol Pine, the president of Pine & Partners, a St. Paul-based consulting firm that designs programs for companies to define their culture and values. 

Good morning, Carol.

CAROL: Good morning.

PAULA: This is indeed a hot topic now, isn't it?

CAROL: It is indeed. Who can forget the free-wheeling 1980s in American business? Those were the years when business people such as Carl Icon and Michael Milken became larger-than-life anti-heroes. Some of those anti-heroes even went to jail. Movies like "Wallstreet" and "Other People's Money" exposed the soft underbelly of corporate life, and a good many Americans mistakenly believe that most corporate leaders were grasping, greedy, uncaring capitalists. But the 1980s came to a screeching halt in 1987 with the thundering stockmarket crash, a deep recession, and painful corporate downsizing. No one in America's workplace was untouched, whether they worked on the assembly line or occupied a corner office. 

When the 1990s arrived, this decade was dubbed "the values decade" in corporate America. Faced with bone-chilling competition, accelerated change, tough decisions and intense public scrutiny, business leaders saw their personal and corporate values put to the test. 

Here in Minnesota, sustaining solid, time-honored corporate values in changing times has been a hot topic, Paula. Our guests today and in the coming three weeks will help us examine why this topic is so important to their companies. All of them agree that clearly defined and consistently-practiced core values positively affect their company's productivity and performance. They attract the best and brightest employees, as well as customers. And even some investors prefer to put their money on companies whose values they respect. 

These realities have shifted corporate values from what some have called "a soft science" to a tangible, measurable corporate asset, that even the most pragmatic chief financial officer can applaud. 

But first we'll offer some context for our discussion today and in the coming three weeks. This state of Minnesota is blessed with more than its share of solid, upstanding companies whose corporate values and financial performance are both admirable. In addition, the University of Minnesota and the University of St. Thomas, both have well-endowed academic chairs devoted to the study of corporate responsibility and corporate ethics. 

The Minnesota Center for Corporate Responsibility had its start here more than two decades ago and its membership roster today reads like the "Who's Who" of Minnesota business.

Minnesota is also the home of Business Ethics, a magazine with an attitude. Thought-provoking, often challenging, and distributed nationally. 

In this first program in our four-part series entitled "Corporate Values in Changing Times", we'll examine this values decade with Marjorie Kelly, editor and publisher of Business Ethics magazine. And we'll talk with the leaders of two home-grown Minnesota companies: Tad Piper, CEO of Piper-Jaffray companies, and Ken Melrose, CEO of the Toro company.

Both of these companies have strong values systems and both have seen their core values tested in recent years.

We'll begin by first welcoming Marjorie Kelly. Welcome.

MARJORIE: Welcome, it's nice to be here.

PAULA: Thanks a lot for coming in, Marjorie. It's interesting that business ethics was created at all. As I said at the beginning of the program, some might call that term an oxymoron, because when you look at capitalism and the role of corporations in a capitalist society, their reason for being is to make a profit. But as to what Carol is saying, is it true that there is more of a focus today, now more than ever, on corporate values?

MARJORIE: I would definitely say so, I've been publishing Business Ethics since 1987, and even back then I really saw social issues, social investing, back then it was South African devestment… all this was very much on the rise. I think those were sort of "seedlings" in the forest. Now they're quite well-developed and the big trees are still around doing the layoffs and such, but there definitely is a new generation of corporate values growing up, and I think it's quite substantial now. I think the market demands it and I think the market rewards it.

PAULA:  How does that work, though, when you say that the market demands it? What are some of the indicators that values are indeed important, when companies look at their bottom line?

MARJORIE: Sure. You know, I think one of the most interesting things that has happened in the last year or so is a number of studies have been finally put together saying, "If you act in responsible, ethical ways, do you profit on the bottom line?" And there is growing evidence that you do. For example, one in nine dollars right now invested is invested with social screen of some sort, which is substantial. Also, studies of consumers say that ninety percent of them would prefer to buy from a socially-responsible company, other things being equal. 

In other words, if quality's the same, if convenience and service is the same... values can give an edge to a company. So I think that there is a growing body of evidence. If I could just cite one more survey — and that is that the Standard and Poor's 500 Companies matching peer group companies — the low-polluting companies out-performed their high-polluting peers eight out of ten times. And it makes sense in a way, that if you have good relations with your consumers, if you're not trashing the environment, if you're not being sued for sexual harassment, you're going to do better. It makes sense.

CAROL: Marjorie, yesterday in the Pioneer Press there was an item indicating that new recruits looking at companies look at the corporate culture and values of the organization as much as they look at pay and benefits. Could you reflect on that?

MARJORIE: Yes, in fact they tend to look at it slightly more. And I know that the former CEO of Herman Miller said an interesting thing once. He said when you're dealing with high-level professionals, you're really in a sense dealing with volunteers. They have a lot of options where they could go – why are they going to come work for your company and why are they going to stay? You have to recruit them as you would a volunteer, in other words give them reasons beyond the money to stay. And I think that an environment that satisfies their personal needs is a key piece. I think flexible hours is a key piece, even comfortable clothing I think matters a lot for people, and also the sense that they're part of something larger than themselves. They're part of something that matters. And I think Abraham Maslow says that -- he was the one who had the hierarchy of needs -- he says you have to meet your basic needs first -- when those are met, then what kicks in for the self-actualized person are the meta-needs. What's interesting to me about that is, his theory says that if you're a fairly well-functioning person in society, you manage to pay your bills and meet your mortgage payments, it's very natural that biologically a higher set of needs kick in. You want to be part of something that makes sense, you want to create whether it's meaning, or beauty, or order, and so I think there's a very natural kind of evolution going on.

PAULA: Do you think that corporations are on the verge of moving into a new realm? I think there's a new book, in fact, coming out that says corporations are in the business of making the world a better place. And a lot of people would scoff at that notion, but do you think companies are ready for that role?

MARJORIE: I think some are, I certainly hope we're moving toward that. That's certainly the world I want to move toward. I think that we're in a deciding period right now. There is a definite group of companies that have committed themselves to social responsibility and I think that has been kind of a greenhouse. We've sort of grown up these little seedlings of new values and now they're ready to go out in the world and see if they can remake business in general, and I think that we have to decide as business people if we want to bring these values into our companies. I think the evidence is there: we can do it and prosper financially. But we have to make a choice.

CAROL: Well that's a question I'd like to address with you, because since '87 you've been publishing this magazine that emphasizes corporate responsibility and good solid corporate values. What do you say to the naysayers who would suggest that clear values and clear practice of values is still a soft science, and what does that have to do with our bottom line anyway? What's your answer?

MARJORIE: You know, it is very much a soft science but it's nevertheless one that we need to master. And I think a very good example is Dow Corning. They had the recent breast implant scandal and are in Chapter 11 bankruptcy as a result. 

I have written about Dow Corning a number of times in my Star Tribune Monday column on ethics, and I happened to run into the CEO of Dow Corning at a recent meeting. He'd read everything I'd written and there was an awkward silence as we sat there across from each other. I'm like, "Oh, you mean there's actually a human being inside this nasty corporation who's actually reading what I'm writing!" 

Well, we had a very interesting talk and the conclusion that we kind of came to, I said at the end, "You know it was interesting that breast implants were only one percent of Dow Corning's revenue." And yet, an ethical misstep, which I believe they made, put the entire company into bankruptcy, because of that one percent. And I said I thought if there was one thing that we as business people could learn from the breast implant issue - it was that it's not only a rational issue, it's not only a scientific issue, a legal issue. 

That's how Dow Corning was looking at it: "We can't admit culpability because then we'll be legally liable", "We can't pull them off the market because the science doesn't demand it", and I said there's another issue that they didn't look at and that was the emotional environment of the women who had these in their bodies. I think there was an environment of hysteria, and I don't mean to put the women down at all, I think there was very real concerns here, and I do think that the emotional climate got overblown because it was not addressed. And so, that's a very clear example of mishandling the soft side of business. On one percent of their revenues, it put their whole company into bankruptcy.

PAULA: What you're saying Marjorie, brings up the role of the media, of which you are a part, and of overall public perception of what a company does. Do you think that companies are increasingly paying attention to that kind of public and media scrutiny?

MARJORIE: Oh, absolutely. Companies very carefully manage their image and spend millions of dollars advertising their image and there's a very good reason for that. Because that creates the climate in which they do business: the climate for investors, the climate for customers, the climate for employees.

We did an article in Business Ethics years ago about, I believe it was Dow Chemical, which is actually separate from Dow Corning, but they were the old makers of napalm and agent orange. If you remember, the sort of "bad-guys" in the Vietnam war. We did an article about them really trying to clean up their act, ethically, and reaching out to the media, and if there were spills they wanted to have the local emergency response fully informed, and we asked them "Why are you doing this? Why do you care?" And one of the executives said, "You know, it's really hard when every time you go to a cocktail party, you get bashed because you work for Dow Chemical." You can imagine what it would feel like right now to work for a tobacco company. I think that these issues matter tremendously.

PAULA: So when you talk about managing the image of a company there's a lot that advertising can do but there is a reality that has to come along with that image.

CAROL: That's right. There's an inside-out of this story. If you present an image to the world that is not consistent with what you value in the way you actually behave and perform than there is a serious disconnect and I'm sure you've seen that at work.

MARJORIE: Well, yes that's a classic issue. Of course the big story there is the Body Shop, which we covered in the September '94 issue of Business Ethics. The Body Shop, along with Ben and Jerry's, I think, has been one of the two icons of socially-responsible business. They supposedly did everything right. And our research showed that, in fact, it wasn't really true. That their products really weren't quite so natural and perhaps there had been some misrepresentation to franchisees and some quality problems, and on and on. And we tried to cover it in a very fair fashion but you know I think what happens is if your image gets out ahead of your reality there's a time-bomb sitting there waiting to go off. And people say to me sometimes, "What are you going to do if the bad guys try to use all this as a cover, they just try to put this out as PR?" And I don't doubt that that goes on but to me that in itself creates an impetus to make sure the reality follows. 

PAULA: Exactly.

MARJORIE: If I'm a company out there advertising that I am a good guy, I better be a good guy. So I think it actually works out.

PAULA: Marjorie Kelly you've put a lot of issues out there that we are going to be talking about during this series on corporate values during the rest of the month of May. I want to thank you so much for coming in and contributing to our understanding of this.

MARJORIE: Thanks. It's been a lot of fun.

PAULA: Thank you. Marjorie Kelly is the publisher and editor of Business Ethics magazine based right here in the Twin Cities.

PAULA: We continue our discussion this morning on corporate values with a couple of gentlemen who live in one of those corner offices during the workday anyway. Tad Piper is the third generation Chairman and CEO of Piper Jaffray Companies, a company that had its origin more than 100 years ago in downtown Minneapolis and it's still there. It's a company with a strong value system forged over the decades. Along with solid financial performance and steady growth, Piper Jaffray is known for its leadership in community involvement and philanthropy as well as its high percentage of employee stock ownership among Piper Jaffray employees. 

But on the eve of its centennial year, when the people of Piper Jaffray should have been celebrating, their company was severely tested. Piper Jaffray's bond fund that had been named the top performer in its category went into serious decline when interest rates soared in 1994 and the bond market plummeted. The asset value of that fund declined sharply, triggering shareholder litigation. Four other Piper Jaffray bond funds or term trusts also suffered heavy losses, and since then, the company has agreed to pay investors a total of $84,000,000 to settle those claims. There was a fine as well, and the fallout continues. Just today in the Star Tribune newspaper, there is a report that the David Durenberger campaign lost thousands of dollars by investing in some of those securities. 

Well, never in the history of the company had a crisis of this magnitude occurred. Tad Piper is here today to talk about how his company responded to that crisis and what role the company's culture and core values played in that response. 

Also with us today is Ken Melrose. He is the CEO who led the Toro Company from the brink of bankruptcy to prosperity. He did it by reinvigorating his company's corporate soul. In his book, "Making the Grass Greener On Your Side: a CEO's journey to leading by serving", Ken Melrose talks about how his company's values were put to the test when sunny summer weather and modest snowfall depressed Toro's lawnmower and snowthrower sales. In 1981, the company posted its first loss in thirty-six years – thirteen million dollars. That was the same year that Ken Melrose became the president of Toro and his challenge was to save the company. Melrose took advantage of that crisis to engage in a thorough corporate self-analysis. That work ultimately gave birth to Toro's new soul. To Melrose, the corporate soul is what you think and feel. The soul represents the inherent values of his organization. And Melrose would say his company's greatest asset.

Welcome to both of you and thank you so much for coming in today.

PIPER AND MELROSE: Thanks. Good to be here, Paula.

CAROL: Why don't we start with you Tad because you are in a crisis and still dealing with that crisis at Piper Jaffray. Could you talk about how the crisis has tested the values of your company?

TAD: Yes. Carol I'm a believer that, first of all, corporations are always tested. We operate in a very competitive environment in all of our businesses so we're put to the test virtually everyday. Now obviously there are degrees of testing and I think that we reached one of the more extreme degrees in the last couple of years and have done a good job of meeting that test successfully in the marketplace, which is ultimately where you are tested. 

CAROL: And you've said that it was the value system and the reputation of the organization that carried Piper Jaffray through this period.

TAD: There is no question in my mind that when you do go through a severe test you draw upon your most valuable corporate resources. And in our particular case the most valuable resource is in fact the values that we have carried for decades, as Paula mentioned in her introduction. So we drew upon a lot of history to make it through some recent history.

PAULA: I think that in a situation like this a lot of company executives may have said, "Heads are going to roll at this company. We never told our brokers that they could tell investors that their high-risk investment was secure." But I never heard that from Piper Jaffray. Were you working, obviously internally as well as externally, to manage this crisis?

TAD: Well, you really have to work in both environments. I think you have to remember that the business we're in, where we're dealing with financial markets all the time, we have no control over those markets. The situation that caused our test was primarily caused by the worst bond market performance in over ninety years, it led to some poor performing funds for us. So you have to remember the environment in which the crisis was created. And frankly it's the environment we operate in today, where the financial markets go up and down without our influence, so working both internally and externally we need to remind ourselves and our clients on a regular basis that there are risks and rewards associated with different investment strategies.

PAULA: When you look at these kind of crises from a corporate level, of course, the big test is can the company survive? And certainly, Ken Melrose, that is what you were facing in 1991, because the writing was on the wall as far as a lot of analysts were concerned – Toro was doomed. When you went into your position as CEO what did you say to yourself? What did you say to your employees at that time?

KEN: Well, Paula, we've had really two major crises since I've been with the company in 1981 that you referred to and also 1991, ten years later. And our company was totally ill- prepared for the near demise in '81. We did not have a good set of employee-driven values. We had a mentality of get the results any way you could. We focused on Wall Street and that was our main customer at the time. And so we did not weather that storm, if I can use that metaphor which I think is appropriate for Toro, very well. It took us three years to get out of that deep hole and it was at that period that we started to lay the groundwork for a new set of values and a new vision and corporate culture. 

In 1991, when faced with another recession and again a terrible financial outlook, we were much better prepared. We had employee-driven values. We were very customer focused. We had a very strong team mentality. And as we went into that period there wasn't all the uncertainty, the lack of trust, the sense of, "Can management lead us out of this?" I like to believe that there was credibility in our management team and the employees were very strongly committed to the company. And so, in that case, the turnaround lasted one year. We went from a two-dollar loss to a one-dollar positive in earnings per share and it's very quick because the employees got very committed, they understood the task and they're in it for the long run. And so it's a good example of going into a crisis with a strong set of principles and values versus not… and the disarray that occurs in the turmoil and the length of time it takes to get out of it when you don't have a principle-centered base.

CAROL: What a difference. You use the term "souls" and that's a fairly new term in corporate life. Would you reflect on what the "soul" of a company means to you?

KEN: Well, I think, as you've remarked earlier in this broadcast, there is a real heart in a company. A company has a sense of humanness that goes beyond the numbers and goes beyond even the products. And so it really beats very vividly, I think, at Toro, and I think at Tad's Company and other companies in the country where the humanness is very important and the caring we have for one another. One of our signatures in our culture is practicing genuinely valuing others so we do that now as a matter of course. It's ingrained now, after fifteen years, in our culture. People really care. But that's fairly obvious because people generally care. They care about their fellow man or woman. They care about the quality of work they do and I think leadership is partly about nurturing that and allowing the humanness that comes with people working on teams, trying to accomplish a mission, trying to grow in their own personal development, letting that thrive.

CAROL: Tad, Marjorie talked about the importance of the image being consistent with the internal beliefs and practices. How do you ensure at Piper Jaffray that external images and internal beliefs and practices are consistent?

TAD: Ken had mentioned in his remarks that the values really come from the employees, they're employee-driven. The leader of the corporation can only set the stage for having that happen. As you get larger it's more difficult. I mean we have been a rapidly growing company and a lot of our values and corporate culture have been passed along from kind of one person to the next.

PAULA: Around the water cooler…

TAD: …Around the water cooler. (Laughs) Over the desktop, wherever it may be. And as you get larger the challenge is to perpetuate the good things that you have in your culture. Marjorie had mentioned being part of something that matters. We all spend an awful lot of hours working and we want to be in an environment where we are valued and respected. So we have, in the last couple years, been trying to be more purposeful about being certain that our employees, particularly our new employees, well understand the kind of environment they're working in and value that environment, being respectful of that environment and taking personal responsibility for the part that they play in perpetuating.

PAULA: We are talking with Tad Piper, the CEO of Piper Jaffray Companies, with Ken Melrose, CEO of Toro Company based in Bloomington and Carol Pine is my co-host for this first in a series of programs on corporate values. I'm Paula Shroeder and you're listening to MidMorning on Minnesota Public Radio.

I wanted to bring up to both of you, because we've touched on it a little bit in this past hour, Marjorie Kelly says that she ran into the CEO of Dow Corning, a company that she had been critical of in several columns that she had written. And it struck her that, "Oh, this is a human being." Ken Melrose, you say that employees look to management to set the tone, to be the role model, and I think that there are always fingers being pointed at CEOs for doing the wrong thing, for earning too much money. How do you, as human beings, trying to set a standard for your own Corporation deal with all of those questions that surround you all the time?

KEN: Well, Paula, I think you have to live your talk. I think when you go on the line with whatever philosophy your set of values that you espouse, you're tested day in and day out. Not just in a crisis but also when you're doing well. And as Tad said, it's a day-to-day issue. We stress at Toro, that leadership has to walk the talk, has to be authentic, and the employees are watching what you do, how you behave, how you treat others, how much money you make - if that's the issue - or do you practice what you preach, are you willing to roll up your sleeves and set an example by doing, instead of just by making a flowery speech.

CAROL: For instance this morning Tad, there was yet another article about Piper Jaffray and the securities that contributed to some loss of money for the David Durenberger campaign. Continuing to see that kind of criticism, even though it didn't really focus so much on Piper Jaffray, in the media and particularly as you're trying to recoup from that kind of a crisis internally and externally, do you always have to consider how you respond to that kind of attention?

TAD: Our response to the media, I think, has been pretty consistent. One of the really interesting things about some of the media attention we've gotten is how personally a lot of our employees have taken it. I suppose that's both good and bad. They have felt in their hearts and souls that it was almost like a personal attack on them, which means that they really care about the company they work for. The place they work matters a great deal to them. Our principle job is to do a good job for our clients and clearly during the situation we've been discussing, in terms of poor performance of some funds, we didn't deliver successfully to client expectations and we felt badly about that both as individuals serving those clients and as a corporation. So the media attention has been an interesting phenomenon, most of it has been here in the Twin Cities, which of course, is where our headquarters is, so they feel it the most here.

PAULA: Do you think, Tad, that the media has been more forgiving because of the reputation of the company or the opposite?

TAD: (Laughs) Sometimes it's very difficult to keep your perspective in all of that when you're the one that they're writing about. I think some of the reporting has been balanced and recognizes the market environment in which we operate, and has treated us well as a company that does have strong values and a deep caring about our clients and our communities and has been respectful of us as a corporation for that. Others have not, frankly, and have focused on a very narrow issue that's much broader, frankly, than the service we have provided to hundreds of thousands of customers over a long period of time with very good performance. They don't write about those or talk about those stories of various great success stories, of doing good work for a lot of people.

CAROL: Unfortunately news is still defined as the exception to the rule but what has been interesting, I think, is locally a number of companies – good companies, like Piper Jaffray, H.B. Fuller, Dayton Hudson — have taken a beating in the press recently. And it occurs to me that perhaps it's a better story because these are considered the gold-plated companies of Minnesota and then to have them misstep becomes an even bigger story. Do you think that is a factor here?

TAD: Yes. I think they seem to like kind of the fallen angel story. Frankly, we still feel like an angel. We're not fallen. In your introduction you talked about being tested. We've been tested. In many respects that's healthy for a corporation because it does cause you to examine what your core values are. Who are you? What do you stand for? And make clear to your clients what it is that you stand for over the long run, not just on a short term test. All those things we've been talking about this morning have to stand the test of time. It's pretty clear to me that our values have stood the test of time.

CAROL: And without the solid values you wouldn't have the performance you have. Is that true?

TAD: There's no question about it. One of the principle assets, I think Ken mentioned the same thing about Toro, it's one of the principle assets we have at Piper Jaffray.

PAULA: Ken Melrose, again your company has weathered a couple of storms, financial storms. I also understand, and I was actually talking to one of your employees, and he told me that, you know, one of the biggest stories about Toro is that it is a growing company now in terms of the number of people it employs… in an industry that is actually seeing a decline in employees overall. I'm wondering if you think that, again going back to the values and how you handled those crises, have a role in that…in your success now?

KEN: Well, that's very true. We are growing, notwithstanding the lateness of the spring, I'm hoping the sun will start shining and warm weather will occur. We do focus a lot with our new employees, our culture, our values, when they come into the company. I'm able to spend some time with each of them in small groups trying to understand their first reaction to Toro as a company, basically where they came from, whether it's a big company or a small company or even out of school. I'm somewhat overwhelmed with their reaction to our company, in terms of being not only friendly but a sense of "we care for you as a new person and a part of our family." It's remarkable to hear this over and over again from the employees that have just been around two or three months.

CAROL: Are they surprised?

KEN: They are surprised. Most, and this is a commentary on most companies in the United States, are coming from an environment that is more tops down, more autocratic, less empowerment, less trust and they apparently can see this reflected in their peers and associates at Toro. It's, I think, a real upper to hear that the culture is working and is being lived out by the older employees.

PAULA: Well, it seems that because of that loyalty of the older employees and, what I presume is good morale, word of mouth then travels around the business circle and that enables you to attract good people to your organization.

KEN: It's not only having new people come in that reflect on that and have heard about our culture, it's people who leave the company and ten years later they come back. We often have them say, "Well the grass isn't so green on the other side. We didn't realize what a neat environment this was." So people are often attracted away from the company because of a promotion or more money. It's really refreshing to have those people come back and say, "You know there's something, money is important of course and promotions but, the environment is terribly important to me or to him or her and that's worth a lot." We see that over and over again with people who have come back and a lot do come back.

CAROL: Tad, let's say I'm a hot MBA graduate from Harvard and I'm looking at companies and have my choice of several, how do I assess whether or not the culture and values of a company are real or a window dressing?

TAD: Well, really good question and they do ask a lot of those questions. I'm in complete agreement with Ken, in that, to attract the best and the brightest who have very high expectations for the company they're in right now, not just about compensation but about the working environment they're entering, using your example of the hot Harvard MBA. One of the consistent pieces of feedback we get when we bring that hot prospect in to interview is, and they end up often times at the end of the day back in my office visiting with me, is they remark on how consistent the messages are. About the working environment, about the way they're treated, the way we think about our clients, about the way their own opinions are valued, about the way they're given responsibilities as quickly as they're able to absorb them professionally. So I think the test really is: is the message consistent as they wander around and visit with a whole bunch of different kinds of people in different parts of the company? And the good news for us is that it appears to be very consistent. So we are walking our talk, not just from the top but throughout the entire organization.

PAULA: And I would think that they also look at how did Piper Jaffray deal with this crisis and they develop an assessment of the company based on what they perceive as your reaction to that.

TAD: Out of respect you gain respect both from clients and prospective employees and internally, by the way we have handled the very difficult situation.

PAULA: You're listening to MidMorning on Minnesota Public Radio. Tad Piper is with us today, he is CEO of Piper Jaffray Companies in Minneapolis and also with us is Ken Melrose, who is the CEO of Toro, based in Bloomington. He is also an author, Making the Grass Greener On Your Side, a CEO's Journey to Leading by Serving. By the way that was one of Brian Baxter's picks for the best books of 1996. So congratulations.

You know there are a lot of companies that are always dealing with crises and I'm sure you folks as top people at your corporations are always looking at how other companies handle these things. Right now there's a situation with Mitsubishi calling on their employees to respond to sexual harassment charges by doing some protesting and some placard carrying and marching. Clearly these employees feel some loyalty to Mitsubishi. I think it would be difficult to force employees to get out and do that kind of thing. But do you think that that's a good use of ones employees?

TAD: I think it comes down to the personal responsibility of each employee and I don't know whether they're being asked to do that kind of demonstration or whether they're doing it voluntarily. One would certainly hope that throughout your corporation you'd have the kind of internal respect for each other and the diversity of gender, and race, and intellectual capability and everything else that wouldn't bring rise to the situation that Mitsubishi finds itself in. They've got a difficult situation on their hands, but it's probably one that's been building for a while. They need to make the kind of changes that Ken instituted in Toro when he came in, where you've got a lot of hard work to do to restore the kind of internal respect for each other that, I think the market place demands today.

KEN: One of the messages here with the Mitsubishi situation is: how do the employees talk to management, how do they make management aware of their feelings? And I think the more appropriate way is to make sure that you're dialoguing with your employees and make sure that they feel like they can voice their opinions in a more constructive environment rather than the sign carrying and protesting kind of thing. We found through the recession of '88 and '91, that every month getting all the employees together and telling them here's what's happening, here's how we're moving through this, here's what we're thinking about doing in terms of dealing with the problem, whether it's a sexual harassment case or an economy issue, and letting them have a chance to talk about, among themselves and with management their feelings. So there's this open forum that's endorsed by the folks in the company and that way you ward off the big explosive letting it out and here's how we feel about it and we're going to do it in a less attractive way.

CAROL: That's a form of open book management, that's the term being used lately, and it's a real shift from the old paradigms of business where you shared as little as possible with employees because there was this mistaken belief that they couldn't handle it.

KEN: That's right Carol. I think one of the things we learned through our crises is that if you're very up front with your employees, if you're honest, if you tell them continuously what's happening and what you expect, they can take the bad news much better than they can deal with the uncertainty. They want to know, and they have a right to know what's happening because their lives are at stake.

TAD: We get back, pretty consistently, when we survey our employees both formally and informally that you can't possibly do enough communication and provide opportunities for two-way communication with senior management, with their own supervisors. So they want to know what's going on, they want to know what they can do to make the company better, to help weather a crisis or a company test, whatever it is, they're eager to know that. So they want to have very consistent avenues for communication so they can participate in the solutions.

CAROL: That's respectful. They're grown ups, they can handle it.

TAD: You bet.

PAULA: Boy, I want to thank both of you for coming in so very much. This is very enlightening to finally hear from the horse's mouths themselves. Ken Melrose from Toro, thank you very much. And Tad Piper from Piper Jaffray. Carol Pine we'll see you next week. We will continue our conversation about corporate values. We have an offer for those of you who have been listening to this program. Marjorie Kelly says that Business Ethics will offer free copies of their issue "One Hundred Best Corporate Citizens" and the number to call if you want a copy of that is 962-4700. Thanks Marjorie for that. We want to thank Sean Athealy as well for all of her research and help in getting this program on the air.

