sing. I want to place before you that same qucsnon i
ther form,
magine Lh‘\t a larbc mdu;tual concern debm.s to- 1sbue

ital, stock.  THe ordinary’ rotess is for it to go to] 1t*
kers. Banl\crs talk over the situation, and if they think

erally well of the plan; they ask the industrial compan,
have its financial condition certified:to by an impartia
terested concern of public’ accountants. - Bankers alsg
either from those accountants or directly through a firu
ndustrial engmeers,I a certificate as.to the condition of 1th
lant and the equipment. A.l‘hose certrﬁcates appear in 1h
ospectus of the new seulrme.s, and stand to the investing
‘1bhc las a mark of the care takén by the bankers before
lad' their names to the flotation of the securities. It -
sures the public that the concern did not have capltal i€

v in unnecessary stores, that its methods of stores ke
lere in keeping with economy.
he day is not far distant when-the same bankers i
mand a third certificate, "ify connéction with any such trans;
on. The third “certificatei will testify to the industrial
tions exrstmg within thé ‘concern. It will ‘be made!
| dustrial counselors, and will certify as to the. industriz
lations: existing in thxs‘g concern, - This concern may ha
1od bill of health on the first two pomts, and yet in-the
nionths they nught have a strike on their hands- whic
uld make theu: securities worth nothmg beyond the piece!
! paper they are written on.
think that third certificate will
‘We have rnvestrggted the cdndiffon of the X. Y. Z..Co.
'st, as to, questions’ oi fundamental orgamzanon, particular];
; their relano} to the, economrc a:;?-socnal forces of the dhy
teond we have examrhcd all qlee ions of personnel such a
scription of jobs, selectron and de velopment of personnel
ll'd we have’ 1nvest1gated quesn 1§,of rates, amounts an
ethods of pay; fourth, ‘we »ll%e examined questions o
mude toward labor’ unions; and al] forms of
Jthy' we have‘rnvestrgated relattons; to labor laws, stat,
federal, and to court decisions affecting labor; sixth, w
Knve investigated questions-affecting the re]atlons of the con|
un to the public, particularly 'in~matters of safety, sanita
) health and regularity of employment; and we find thal
le»X.'Y.'; Z. Company is giving due attention to the huma
lations in industry and is, not likely, to be involved in serjou
or to carry a heavy burden of dissatisfactior

:Such a cerq:ﬁcate may scem like the wildest dream to
Tge petgentage of ernployers in the worlcl tg- day; but it wil
longer seem 50 wh we can educate ourselves to the poin
5jbelng willing to fiioye ‘on from some of the outworn politi
il and economical and social theories of our time and giv
. these probléms some of the thought now given to questlon
finance and plant ‘The manufacturer will then chang

om the condition of a blind or honestly puzzled employer'

inging to traditions of inherited bélief ina, worn-out eco
smic and’ sqcral theory into a husmess hke practical sens
the concrete industrial forces and’ opportunltles aroun
e P
In making anl audrt of this kind—arni industrial audit—th
st tagk ‘of thé. mdustnal counselor is to get the concers
siented.  This means analyzing its organization and ﬂndm
t whether this organization has effective roots in moder:
For example: A conlcérn which is found tq b
oing nothing ti&vjrd some-form of self- government ampon:

get from me" no honest certificate of sect

troubles

. umomsm

d somewhat as follows}
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uwht must do is to lift’its employment department from a
subordinate pl.xce in some operating department to a level
with the manufacturing, selling and accounting branches, and *
pl.\eq it directly in charge of a partner or major manager,

~one of.w hosc chief duties it shall be to develop a perpetual

human #udit of the kind I-am suggesting liere.  With this
personnel bmneh of its business thus developed at 'one end of

- its line of ‘major functions, and: somé form of intérnal asso:

‘ciation among all its members developing at the other end of
the line, the concern will become more and mor€ conscious
of its real.industrial status. ' From a business point of view-
no organization of this kind can or should be defended except
on the groupd either that it pays or that it.is necessary in
view.of existing or imminent law. In saymg this I -am not

for a moment denying to business men . other virtues than
-business virtues; but it is a cardinal point of good business
. 'ldmumtratron, as of ethics, to keep pay am? patronage apart.

Don’t be led astray by the size of thb joly when I say that
the head of the personnel division of a concern must be, ac-
tively in touch with economie, industrial, social and- political
forces of the day; he must be alive to the meaning of trade:
he must be able to drstmgu_xsh between its con-
structive nieaning and its destructivg meannesses. He must
be equally ‘ready to admit the meannesses of ‘his fellow man-
agers, and anxious about their. constructive side. He must
be.alive to the trend of even the “humblest business toward
a status in the public 'service, for the public ch! §racter that
our railroads have taken will be rapidly followed by an
effective public interest in the foods we eat and from ‘which
we are individually powerless to bar the poison. --I-am .not-

things.
he must be alive to them. Sg he must be alive to the growth
of co-operation, to.the real contribution of thé trusts, to the

growth of consumer’s controls, to the backwardness of our _

educational system: ids a whole, despit& its noble exceptions.
He must be alive, still whether he agrees or not, to “votes
for women” and the feminist movement. - For the personnel
manager, in order to be fit l'or his )ob must be an industrial
counselor. .

And these 'lre qucstlons which 1Ffecl :your business, And

-asking that: the ‘persqnnel manager shall approve ofx these "
It is not a question |of approval or disapproval, but "

when you go to put them clearly dcgwn on paper and ‘to -

analyze them, you wrll find them not more numerous or morg
varied than the problems you face in your selling and.manu-
facturing departments-and in your accouriting department.
While not more numerous, and not more varied, it is true
they .are more subtle; harder to get a line<on because just

as in physics:you have a number of variables, full ‘of different .

elements. Yet nevertheless it is fairly definite at that end.
And at the other end of science you have the whole field of ,
socialism, whrch is full of the definite and, 1ntang1ble, and yet
it is capable ‘of scientific analysts.

l'lvmg chatted thé, situation of the -concern in these
questions of findamental organization, the industrial auditor
passes on-to questions of personnel. ;'At the bottom, the con-
cern is'its own busmess personnel, What are ‘the fruitfui’
sources of hbor supply for the concern? Except at the hot-
tom grades is the concern ‘itself its own best resource?' It
should be.* Roads up, out, and in, shotild be developed. . Its
hould be its- own educational system. Its
foremen and subegititendents should: be- teachers ‘instead of
bosses. Are the. jops clgarly stated? The best concern to-day
has criminally wasteful gaps between.functions and overlap-,
ping of functions. | Are the wastes of selecting wrong people
for jobs minimized?. Is the concern ahve with usefvul counsel

‘one to another? Are individual frlctron and ]ealousy seared
. : 4

"". he considers it or not.

", can be. stlcccssfully tried out.
 with the knowledge or ‘witl the machmery Many lawyers;
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+ and withered and co- operative spirit drawn forth by the m; g—v
. netic power of what the concern as a whole stands for, clea
held in the minds of each individual within it?

... 'Thé industrial auditor then passes to questions of pay. Is

the wage systém already beginning to be’ ‘modified by some’
form of profit and loss sharing, whichi by the way, can only
healthfully- exist when a concern has at 'least rudimentary
beginnings toward that bogey of the unawakened employcr
‘called “share in the management.” The verbal bogeys lose
their terror before easily.installed sane begmmngs of self-
government. What-do the people make by the week by "the.
 month, by the quarter, by the year?

Out of the pay envelope must come the living powers of
employe and manager. For both, the questions are. vital of
savings, of insurance against illness, accident, unemployment
old age and death; of housing; of purchasing power; and ‘of
such social questrons as health, education and recreation.
That is what each. ope in this room is up against, whether
To .what extént may the concern, and’
should. the concern, eﬂicrently share in these?

And from these ‘more internal questions, of orgamzatxon
personnel and pay, the industrial auditor proceeds to the
relation of ‘the concern to labor organizations, labor laws,
and public standards If the concern deals with labor unions,

', are its ‘dealings merely defensive or arc they’ constructive?

Does it take a legitimate hand i in seemg that wise laws are
framed, or ddes it fight the principle of a new labor law
in tato and stand aloof from details only to be handed later
an’ inefficient statute, a hybrid output of timid politicians and
sentimental phllanlhropxﬁts’ Are the employes safe from fire
vand accidént? Are eondmons sanitary? Is the need of a

healthy personnel understood? The shifting force in a large :

business is at once, perhaps the greatest ‘waste of our times -
both from the point of vrew of the businesy 1tself and the
community. 3
The development of the techmhue of an ingdustrial audit is,
“of coutse, in its infancy. - But already- the,constructlve power
“of merely asking these businesslike;and ctical questrons
in an ordered, and businesslike fashion has been wonderfully
“fruitful. They open ‘up new horizons: to business enterprises.
‘/The organization chart "of an’ old time industrial engineer
showed a lot of pretty oblongs or -ovals ‘connected by inter-
esting lines. Funcuons and ‘positions held impersonal sway
among them. In the new organization chart, “the- people
appear by name; the best papet .organization in the ‘world is
_ nothing apart ‘from the men and women who run_if. . The
quality of the pers’onnel is the last and greatest fact in busi-
ness solvency. . cs
Today when @ business concern gets into labor troubles

the usual coyrse is for the management to call ‘in their ' if one could get indu

l'twyer As a rule; lawyers have ‘no grounding ing the in-
disstrial problem; and ‘furthermore, the methods and practrces
of our courts are’not at all the methods and practlces proper
to the decision of mduﬁtrral questions.
why the courts are not the , .arena in which labor problems
Courts are not equipped either

‘of course, as’ individuals; have gone intd ‘various aspects of
the ‘industrial problem, and some of them. so deeply and
skilfully. as to have been already in a position of substantial-
Iy practising’ anothor .profession '1lonqsn(le of their legal pro-
fession. . .
“The.” mdqctrnl counselm should: not be the advocate of
either side in a controversy, helping it to put its own ideas
across. He should be a master in the growing laws of. in:
'dustry and should have it specnﬁcally understood in connectwn
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