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The Horatio Alger captain of industry is
dead. Without his aggressive, dynamic, and
sometimes even "public be damned" lead-
ership, will capitalism also wither?

The Changing Character
of CapitaJism

By Theodore Levitt

The whole of classical economic theory is
based on the assumption that man is a rational,
calculating, self-motivated, acquisitive creature.
This is, of course, the psychological theory of
man on which capitalism is founded.

Economists frequently find themselves ma-
ligned for their alleged abstractionism and even
hostility toward capitalism. They can take com-
fort, however, in the melancholy fact that busi-
nessmen are as blind as they are. Indeed, the
practical, no-nonsense, it's-all-a-matter-of-sup-
ply-and-demand and that's-human-nature school
of business reasoning about what makes our
economy work so magnificently owes its own
"common sense" dogma to the rationalist eco-
nomic philosophers of the eighteenth and nine-
teenth centuries. The only difference is that in
those days the whole of reality was discoverable
not by the present method of pedestrian or even
groveling research in the facts of experience, but

by means of the more enchanted route of theo-
retical speculation and logical deduction.

This article is addressed to today's practical
men of affairs who, priding themselves on their
freedom from the fetters of fanciful economics
and on their clear-headed perception of "the
hard facts" and "common sense," have appro-
priated this old economic abstraction to claim
it as their own discovery of fundamental em-
pirical truth. There has been some new think-
ing which indicates that capitalism is not quite
so simple, or so safe and sure, and they had bet-
ter take it into account.

I refer particularly to such thinking as that
of David Riesman, die most provocative social
scientist of our times. Six years ago, his book
about "the changing American character" ^ shook

' David Riesman, with Reuel Denney and Nathan Glaz-
er. The Lonely Crowd, A Study of the Changing American
Character (New Haven, Yale University Press, 1950).
For more detail on Riesman's views, see my article,
"The Lonely Crowd and the Economic Man," The
Quarterly Journal of Economics, February 1956, p. 95.
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the academic world to its foundations; and
although in the short time since then it has
gained the status of a classic among the scholars,
surprisingly little is known or said about Ries-
man in die business community or in business
publications. This is disconcerting, if not dan-
gerous. For if what he says is true and what he
implies is correct, American capitalism is in
somewhat the position of classical Rome — at
the apex of its glory; and only one direction re-
mains for it to go — down.

While Riesman does not explicitly say so, it
is clear that the gradual elimination of the nine-
teenth century economic prototype — in his
most advanced form, the Horatio Alger captain
of industry — will result eventually in the atro-
phy of the capitalist spirit, with all that this
implies about the future of capitalist society.
Without the highly motivated, spirited entre-
preneur, capitalism will lose its momentum. It
will slowly wither on the vine. It will cease to
be an actively creative organism of economic
progress, and will exist only on the verbal level
to which convention speakers and apologists raise
it. It will be reduced as a practical matter to a
routinized, bureaucratic counterpart, its spokes-
men ceremoniously engaged in the sterile ma-
nipulation of impotent symbols.

Getting to the heart of the matter, what are
Riesman's findings? Specifically, what do these
imply for the future of American capitalism, and
what, if anything, can be said in defense, rebut-
tal, or approval? What deliberate action, if any,
can be taken to stave off the decline which Ries-
man indicates may lie ahead? After outlining
Riesman's thesis and pointing up its significance
for businessmen, I should like to show how his
thinking can be carried forward to a different
and more constructive conclusion.

The Men & the Times

Briefly, it is Riesman's thesis that the charac-
ter of people, and particularly of businessmen,
is in tune vddi the times; and that as conditions
have changed, so has this character changed.
He sees three kinds of historical conditions, each
with its own character t ) ^ , the last one and the
one he is most concerned about being today's.

Earlier Characters

Before their destruction by the convulsions
of the Renaissance and Reformation, the old
societies of stable population and unchanging

technology lived by inflexible tradition. Man
adhered to the common rule of immemorial cus-
tom — changing nothing and slavishly honor-
ing and emulating his ancestors. In other words,
the dominant character type of the times was
the tradition-directed individual.

But with expanding population the old social
order collapsed. New ways of doing things to
meet the needs of increasing numbers had to be
developed. The resulting capitalist revolution
overthrew man's tradition-directed attitudes by
substituting the dynamic inner-directed attitudes
that have made capitalism the great engine of
material benefaction that it is today. By com-
mon consent this was an unparalleled accom-
plishment. Indeed, the most lyrical tribute ever
written to the towering accomplishments of the
capitalist revolution is to be found in Karl Marx's
Communist Manifesto.

Out of the maelstrom of necessity emerged a
new character type, the inner-directed person-
ality, i.e., the individual who took his behavioral
and action cues from within himself rather than
from routine and confining custom. The new
society developed in its typical member an in-
ternalized set of goals which emphasized self-
reliance and conquest over new and challenging
vicissitudes. The aim was mastery by the indi-
vidual of his total environment. The ruHng am-
bition was to become the "captain of my ship,
the master of my soul." And wherever this
spirit pervaded society, capitalism triumphed
and prospered.

While the older, relatively unchanging soci-
ety had developed a social character whose con-
formity was insured by the tendency to follow
tradition, the new inner-directed society, facing
many novel situations requiring increased per-
sonal mobility, initiative, and know-how, devel-
oped in its typical member a social character for
whom conformity became dictated by his own
inner gyroscope. Only men who made their
own laws could cope with the pressing demands
of explosive population growth and devastating
technological change. In its more primitive and
haughty expression, this "law unto myself" atti-
tude took the infamous form of proclaiming that
"the public be damned."

Within recent years, however, a further major
change has taken place. Now we have con-
quered our environment — at least in the United
States. Inner-directedness has won the battle
over scarcity and urgent necessity. Instead of
having to run faster and ride roughshod over



tradition and inertia in order to keep from fall-
ing behind, we live in a society of automatic
abundance.

New Social Character
In consequence, something is happening in

our society very much like what happened to
the Robber Barons as they grew older, wealthier,
and more reflective in anticipation of the here-
after. From feeling little if any concern for the
opinions of others while they were doing and
climbing, they became almost paranoiacally so-
licitous of their reputations. They indulged
themselves in establishing an endless chain of
do-gooder foundations, libraries, museums, and
whatnot, all designed in no small part to merit
the plaudits of others.

And so today, says Riesman, we Americans
are becoming a society of other-directed person-
alities; that is, most people are more concerned
with what others think of them than with doing
what comes naturally or what ought to be done
regardless of the opinions of others. Slowly
emerging, especially in the upper middle class
and in the younger generation of the larger
cities, is a social character whose behavioral cues
no longer come from within, but are taken in-
stead from the peer group. Standards of value
and action come neither from rigid tradition nor
from deeply internalized aspirations of calculated
self-seeking at the expense of the group, but
rather from the group itself.

The individual's actions and values are those
which he believes his peers will approve. He
looks to and mirrors the group's expectations.
Instead of being the captain of his ship, charting
an independent course, he is merely a helms-
man seeking to discover the movement of the
tides so that he can sail along with them. Thus,
how many corporate functionaries, for example,
play it safe by adroitly sounding out all the
people to whom a report is to go in order to
determine what they think should be done be-
fore writing presumably independent findings
and recommendations?

If more evidence of these changes is needed,
Riesman has collected pages and pages of it from
his observations of children and child-rearing
practices, as well as from adult life:

c T o the extent that the contemporary child
idolizes anyone, it is no longer the man of action
but the master of leisure, magic, and romance
the movie star, the comic-book superman, the half-
fictionalized sporting hero, the space cadet.
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«The emphasis among adolescents on being

"popular" is cited as a clear manifestation of what
is happening at a later stage.

« And the new look in men's fashions, with its
impassioned passion for fashionably slim charcoal
inconspicuousness, reflects the same basic attitude.
We submerge ourselves in the group. We seek to
elicit the approval of others, not by becoming their
leaders, but by becoming one of them.

In short, the autonomous man is becoming
extinct. Our economy of abundance is slowly
destroying the very personality type that was
responsible for abundance — the highly moti-
vated, aggressive, innovating, self-reliant pur-
veyor of economic progress. Instead of produc-
ing the character with a lively, vigorous zest for
conquering new frontiers, the economy of abun-
dance is producing the personality which puts
security ahead of change, acquiescence ahead of
leadership, and routine ahead of adventure.
With this new character, will capitalism also
fade into a shadowy, sterile image of what was
and might have been? That is the question.

New^ Business Character

As David McCord Wright pointed out in this
magazine last year,^ there is nothing which re-
quires capitalism to be dynamic or innovationist.
Indeed, we have examples in Europe, South
America, and Africa of capitalism which is in-
novationally dead on its feet. The difference
between capitalism in the United States and
capitalism in, say, France has resulted very
largely from a difference in national character.
What will happen if the character in this coun-
try now also becomes less dynamic?

In business and public affairs the current
formula for success, judging by its popularity,
is not what you know but whom you know. In-
stead of economic self-seeking through innova-
tion, personal drive, and ambition, we have the
"fixer" and the "inside dopester." Public rela-
tions consciousness supersedes production con-
sciousness. Salesmanship is more important
than craftsmanship, and personality more im-
portant than perseverence. (The Charles Luck-
man era at Lever Brothers is perhaps our best
known example of this sort of thing on the high
corporate level.)

Conformity and manipulation are in the as-
cendance. "Fair trade" replaces "free trade,"

* "Adventure or Routine," HBR September-Octoher
1955. p. 33-
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"cooperation" replaces "competition," and "price
leadership" replaces "price rivalry." Competi-
tion between firms is moderated by the desire
to avoid the ill will of competitors. "Live-and-
let-live" replaces the Spencerian "struggle for
survival," which was the high slogan of capital-
ism not long ago. Nobody likes to be known as
an S.O.B., although this was once a prideful
nomenclature symbolizing competitive successes.
Today the ruling accolade has been watered
down to having others say of you, "He's a good,
clean competitor." Thus "don't rock the boat"
is replacing "full steam ahead" as the norm of
norms.

The same standards prevail within companies
as among them. The first requirement of an
employee is that he be a good teamworker. "Up-
to-date personnel directors today are weeding
out of commerce and industry the lone wolf who
is not cooperative, no matter what his gifts,"
says Riesman. " 'Rate busters' are no more wel-
come in the office than they are in the shop."
The excuse is that "we can't have people going
off in all directions." The fact is, we do not
want to change the pace or the direction. As
Joel Dean has pointed out, "The restraints on
profits imposed for the sake of mutual respect,
friendship, and good living within the firm, al-
though subtle, are quite pervasive. Running a
taut ship is a constant strain on all hands." To
get the good things of corporate life a great deal
of slack is tolerated.®

Threat to Our System
That the atmosphere of conformity and ac-

quiescence may pose a threat to the creative
vitality of our capitalist economic system seems
obvious. That this is widely feared is indicated
by the frequent publication of advice to corpo-
rate managers warning them against rigidity,
inertia, and routine.* It is said, for example:

• That there is too much formula and not
enough creative thinking in business.

• That there is too much emphasis on coopera-
tion and agreement, and little freedom for people

' For a discussion of this and related trends in business
afEairs see my pamphlet. The Twilight of the Profit Mo-
tive (Washington, Public Affairs Press, I955)-

• In the HBR alone, the following articles are relevant:
Abram T. Collier, "Business Leadership and a Creative
Society," January-February 1953; Arch Patton, Old-
Fashioned Initiative for Modern Enterprise, July-August
1954; Raphael Demos, "Business and the Good Society,
and Frederic D. Randall, "Stimulate Your Executives to
Think Creatively," July-August 1955; Carl R. Rogers and

to disagree with prevailing company or department
head opinion, and not enough emphasis on salary
improvement based on meritorious individual effort.

• That the general social climate of conformity
outside the corporation spills over into interper-
sonal relations within the company, so that it be-
comes better to be a good fellow and not offend
anyone than to say and do what needs to be said
and done.

The joker is that all this which is complained
about seems somehow to be consistent with a
high standard of living, because the corporation
has, in spite of itself, automated economic abun-
dance. And the danger is that perhaps we are
already further along the road to submissive
conformity than even these articles suggest.
Mass production, mass communication, mass
distribution, mass consumption, and mass bu-
reaucratic work environments are submerging
the individual beyond his capacity to resist. The
result is torpid, devitalized standards of work,
of thought, and of ambition.

Indeed, we are becoming more assiduous
trainees for consumption than for production.
We embrace the expectations of others, to which
we then adjust in all manner of things — in
dress, drink, home furnishings, reading, politics,
work habits, and management policy. In some
ways contemporary reformers in search of the
leviathan are better advised to look to Madison
Avenue than to Wall Street.

If this is the emerging pattern, with the giant
corporation singled out as one of the most pro-
lific incubators of other-directedness, then con-
trary to Marx it is the success, not the failure,
of capitalism which will sound its death knell.
The autonomous man is dead; long live his
other-directed progeny! But how long?

Upward & Onward

Even if everything Riesman says about our
changing character is correct, does it necessarily
augur the withering decay of creative capital-
ism? May it not instead signal an era of more

F J Roethlisberger, "Barriers and Gateways to Communi-
cation," July-August 1952; David McCord Wright, op.
cit., footnote 2; O. A. Ohmann, " 'Skyhooks' (With Special
Implications for Monday through Friday), May-June
1955; Melvin Anshen, "Better Use of Executive Develop-
ment Programs," November-December 1955- See also,
R E. Sessions, "The Modem Mind in Management, Cur-
rent Economic Comment, May I953; and Robert S. Mc-
Namara, "Conformity, Freedom, and Progress, Michigan
Business Review, March 1956.



dynamic, more progressive, more fundamentally
fruitful capitalism than even its most vociferous
advocates have imagined?

From my observations of American capital-
ism, especially during the great transition that
has marked its postwar life, I believe a thorough-
ly convincing case can be made for the con-
tinued and growing vitality of American capi-
talism — and not just in spite of what Riesman
says, but because of it! To explain how this is
so (or, more correctly, how it may be so), it is
necessary first to look at the other-directed per-
sonality more closely, and then at the values
which are so irresistibly forced upon him by
his environment.

Strength of Self-interest

In contrast to the inner-directed man, who,
as Riesman says, achieved "a relative independ-
ence of public opinion and what his neighbors
thought of him," the other-directed personality
is at once less ahle to resist external pressures
and more acutely perceptive in discovering what
society expects of him.

According to Riesman, the other-directed
man has a radar receiver perpetually strapped
to his back and turned on. He listens shrewdly
to learn the expectations of his peers, and then
must react rapidly to satisfy these expectations
lest he lose caste. What Riesman does not point
out is that in the process he is forced to be a
perennial market researcher; he develops habits
of perception and calculation more incisive than
those possessed by even the most exemplary of
inner-directed types.

While the nineteenth century man often suc-
ceeded (and perhaps more often failed) in his
chosen task by sheer buUheaded force of per-
sonal drive, the modern man must be infinitely
more calculating and more self-conscious than
his predecessor. He is compelled to fit into a
social mold which requires conformity to a par-
ticular type of behavior lest he suffer on the
rating scale of his colleagues. It is his job to
discover what that mold is.

The point is that this may impel him to a
kind of self-interest that may be even stronger
than the old variety. For modern man the active
pursuit of self-interest is not dependent on inner
drive, which is rare. Rather, other-directedness
institutionalizes self-interest and builds it into
the fabric of modern society. We get, as the re-
sult, the calculating man par excellence, even
if the calculation is not designed to outdo one's
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neighbors but only to fulfill the standards of
excellence as defined by them.

Moreover, failure to achieve what is expected
is not simply a personal failure; what is worse,
it is a failure in the eyes of those whose opinions
are valued so highly — the peers. By contrast,
as Riesman himself notes, the inner-directed
man was allowed "a certain freedom to fail in
the eyes of others without being convinced by
them of his own inadequacy." Accordingly, he
felt none of the compulsions from the outside
that dominate the other-directed business lead-
ers of today, who must achieve the success that
others expect of them even though the others
may have failed to achieve it themselves.

In this change there is an impetus for prog-
ress and development, the importance of which
can hardly be overstated. The fact is simply
that the external values that modern man re-
sponds to as he follows his strong self-interest
happen to be those that do make for a more dy-
namic and, indeed, a more humane capitalism.

In business the contemporary touchstone is to
be visionary, innovationary, and developmental.
This is the great peer-group Maypole around
which the ceremonial dance of prestige and ap-
probation is performed. The most envied slogan
today is Ceneral Electric's "Progress Is Our Most
Important Product." We have a built-in com-
pulsion to be dynamic in the best sense of the
word. All radar sets have received that message,
and this is the greatest single economic fact of
our time. Coupled with the emergence of the
other-directed mode of life, this emphasis on
dynamism is the economic equivalent of the per-
petual motion machine.

Forces for Improvement

If the contemporary business leader is essen-
tially other-directed and therefore draws both
his inspiration and his cues primarily from with-
out rather than from within, what are the ex-
ternal values to which he must orient himself?
And how, specifically, will they work?

Glorification of Invention

Our society views experimentation, invention,
and technical development as something more
than means to an end; in some ways they have
become ends in themselves. Since World War
II this new American business ethic has required
every company either to have a technical re-
search department or an active research consult-
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ant. And it has paid off handsomely. Indeed,
one of the most effective forms of "the new com-
petition," as it has been called, is the drive to
lead the pack in fulfilling the other-directed ex-
pectation that the company innovate. The cor-
porate executive who cannot claim a thriving
research program or a new product or innova-
tion every year loses caste — which seems to be
worse than losing money.

So science, technology, research, and gadgets
are in galloping vogue. TTiey are objects of other-
directed adulation. Status, prestige, position,
rank, and approbation go to the business inno-
vator, whatever the innovation may be. In an
other-directed mode of life this emphasis por-
tends great possibilities for a more creative capi-
talism — even if many business managers em-
ploy public relations counsels only to create the
impression of such achievements, whether real-
ized or not, indeed whether intended or not.

In fact, other-directedness promotes a spate
of new investment and technical development
such as no inner-directed economy could even
contemplate. If invention and development are
the fashion, then we shall have them with a co-
lossal vengeance — perhaps minor in degree,
but multitudinous in number.

Scientism in Management
The modern business school is a storehouse

of experts in marketing, personnel, production,
finance, and so on. It grinds out an endless
stream of executive trainees; and so many are
called that few can be choice — unless, of
course, it is one of those fortunate institutions
that are able to select their raw material rigor-
ously (in which case most of the graduates
would have been pretty good, anyway). Then,
what do these men do when they have risen to
positions of responsibility? Ultimately, they
hire their former teachers as consultants or,
failing that, turn to a more expensive manage-
ment consulting firm.

The up-to-date business manager of the cur-
rent generation feels he must be trailed by a
retinue of "demi-intellectuals," as Riesman calls
them, who provide the commercial and engi-
neering equivalent of the lawyer's brief for every
important business policy and decision. None
of the by-guess-or-by-gosh blundering of the in-
ner-directed tycoon for the other-directed cap-
tain of the team! He does what "progressive"
management is expected to do, or else he is be-
hind the peer-group eight ball.

At his club and at association meetings the
business leader boasts of the latest "professional"
addition to his staff, or some new and compli-
cated innovation worked out by such-and-such
a consulting firm; talks with pride about prog-
ress in the management development program,
about the new electronic inventory control sys-
tem, about the bright young corps of operations
researchers, and so on. The whole company is
turned into the model of the business school,
and the management becomes a gigantic feed-
back machine where specialists, with their sci-
entific bent of mind, continuously unearth er-
rors and develop better ways of doing things.

By comparison, the inner-directed chief ex-
ecutive of old, with his tight rein on the com-
pany and surrounded by fawning yes men, was
a mere amateur in the business of discovering
the main chance and driving the company for
all it was worth to capitalize on it. Therefore
just the avoidance of mistakes, so characteristic
of the new movement, is likely to result in
a lot of little improvements over the past; and, at
best, the effectiveness of operations can be con-
siderably sharpened.

Spread of "Human Relations"
Riesman says that the emphasis on being a

good fellow, on teamwork, and on the impor-
tance of selling oneself to the boss and to one's
peers mitigates skill orientation and elevates
glad-handism. It leads to me-tooism and com-
promises the businesslike orientation to work.

Now there is clearly something to this indict-
ment, but it is not the whole story. There is
considerable evidence that the enterprise per-
forms better with the emphasis on cooperation
and teamwork than when the isolated, tough-
minded leader asserted himself buUheadedly
over his colleagues. (The recent history of Mont-
gomery Ward is a case in point.) In many com-
panies wholesome teamwork has now replaced
coercion, intimidation, and fear. Ideas and de-
cisions are the product of elaborate committee
discussion and scrutiny, and therefore are likely
to be sounder than when they were the brain-
child of the single strong personality.

This development enhances efficiency and re-
duces waste, both in the firm and in the whole
economy. It also makes for greater psychological
well-being within the firm, inasmuch as the sub-
stitution of persuasion and group self-determi-
nation for brass knuckles raises morale and leads
to a more productive and humane capitalism.



Still in its formative stages, however, "human
relations" in some firms remains indistinguish-
able from "human manipulation." But this is a
force more powerful than its manipulators. In
their quest to participate in the fame of being
up-to-date, the manipulators will ultimately be
taken over by their own handiwork; they will
get into the spirit of being interested in people
as human beings, and everybody will benefit.
On the other hand, there remains much room
for misuse under other-directedness, and later
in this article I shall suggest some ways of pro-
moting inner-directedness within the firm.

More Consumer Research

Motivation research is not simply one of the
must items in modern merchandising. It is, in
fact, a better way of learning what the consumer
wants than the time-honored institution of the
market place itself. It can anticipate his wants
and tastes without first risking capital on produc-
tion and distribution. Thus it is in a position to
avoid the wastes of experimentation. But it does
even more, something no market can achieve:
it can, with increasing accuracy, determine why
consumers want what they do.

To the extent that this is possible, market
research helps business to gear its activities more
directly to the satisfaction of human needs. It
takes not only the waste but also much of the
harrowing guesswork out of the complicated job
of creating economic benefaction.

True, by learning people's hidden fears and
aspirations, motivation research can team with
great financial power and the media of mass
communication to lure people into wanting and
buying things which may appear to be of spuri-
ous value. It can furthermore make Madison
Avenue the arbiter of taste and fashion with
more telling results than any Emily Post or other
old-time fashion leader ever imagined possible.
But if motivation research determines that peo-
ple want a particular something, who is to say
that it is wrong in a free economy to provide it?
The argument would seem to favor those who
say that this kind of probing into the consumer's
inner secrets adds to economic and human wel-
fare. With other-directedness dictating this kind
of market research, the sky is the limit.

Persistent Inner-Directedness

Riesman himself says that "real people are
blends, more complicated and various . . . than
any scheme can encompass." On the whole they
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may be other-directed, but in certain matters
they remain substantially inner-directed. Poli-
tics is an example of an area where this is so.

Riesman does not pretend, furthermore, that
other-directedness is universal among all our
citizens. This is far from true. Several factors
combine to assure the continued survival of the
inner-directed autonomous type. For example,
our Puritan heritage remains a powerful inner-
directed source in our society, and our farms,
in spite of co-ops and crop limitation referen-
dums and farm blocs, manufacture and export
inner-directedness in great abundance; so do the
American South and the foreign countries that
supply us with immigrants.

The Puritan teaching of abstemiousness and
hard work is far from dead. In fact, in some
ways other-directed values reinforce it. Take for
example the passing of the gilded age. The rich
industrialist or merchant no longer displays his
opulence by building magnificent mansions on
the hill overlooking his employees below. He
no longer flaunts his wealth with diamond stick-
pins and beaver top hats. His wife is no longer
Veblen's "pack horse" loaded with the evidence
of his success. The age of conspicuous expendi-
ture is gone, and not simply because of the in-
come tax or the fear of arousing left-v<fing ire.
Only the occasional movie personality tries to
recapture it.

Today the industrial chieftain truly and con-
scientiously practices inconspicuousness in dress,
home, and manner. He works hard at the oflice
every day (and sometimes night) the year around.
It is a matter of pride with him that he started
out selling newspapers on the comer (though I
am sure some make the claim who did not), that
he has not had a vacation in nineteen years, and
that he has not been home in time for dinner
in three weeks. When he takes a vacation, he
spends it in the exhausting exercise of chasing
a golf ball over ten acres in the brutal sun. And
when he is home on an occasional evening, does
he lie around the house and relax? No indeed;
he works furiously in his basement workshop.

These behavior patterns have been elevated
to the level of other-directed status symbols.
You live relatively modestly for your means,
work hard, and die with your boots on. The cur-
rent corporate practice of requiring regular medi-
cal checkups for executives, the many articles
in business publications on this subject, and the
incessant talk about teaching executives how to
taper off and enjoy retirement are indicative of
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how much single-minded hard work still domi-
nates in business circles. How to enjoy leisure
remains a deep mystery.

As for the farm it still actually breeds in-
ner-directedness. Unpredictable weather, crop
blights, and highly competitive markets produce
constant uncertainty to which successful adapta-
tions can be made only by the homemade flexi-
bility of method and approach that is the hall-
mark of inner-directedness. This spirit is trans-
mitted to farm children, many of whom migrate
to the cities and help vitalize urban culture.

As for the South, it is in some places and in
some respects only now emerging from certain
tradition-directed habits. Inner-directedness is
its next step. It is no accident that so many of
our best contemporary novelists are Southerners.
They are the vanguard of a change that they
are witnessing, a change that is and always has
been pregnant with good literary material —
the transformation of society. Faulkner and
Horton Foote write about the southern trans-
formation as Marquand and Cleveland Amory
write about Riesman's northern transformation.
The difference is that out of the former we get
a new effusion of inner-directedness and out of
the latter the beginnings of other-directedness.
The mixing of the two within the same general
economic and social framework will itself gen-
erate new demands and bring forth new in-
ner-directed types.

Finally, as long as we keep our immigration
gates ajar, we invite a certain amount of fruit-
ful turmoil. A new dimension is added to our
culture, one that helps to change it — and it is
change, remember, that requires and produces
inner-directedness.

Over-All Environment
When all the external forces that influence

our modern businessman are considered (e.g.,
the glorification of discovery, the upsurge of sci-
entific management, human relations, and mar-
ket research, plus the persistence of inner-direct-
edness), they appear to create an atmosphere in
which capitalism, far from being doomed, has a
real chance to flourish. The happy irony of the
other-directed round of life, for which (in con-
temporary America) innovation and economic
development are a status symbol, is that it auto-
matically disrupts the placid certainty to which
it aspires. The process of getting corporate
status by being innovationary is a process of
rocking the boat. The bureaucratic scheme of

things within the firm is ruffled, and the indus-
try may he set on its ear.

In fact, when the contemporary executive —
especially in the higher echelons of corporate
officialdom — discovers the main chance, he is
in a good position to pursue it. His own self-
interest and the external values which impel
him to employ scientific and clinical devices in
research, in business management, and in hu-
man affairs, together give him unparalleled mas-
tery over his environment.

Thus the modern entrepreneur can assert
whatever inner-directedness remains with more
powerful results than were ever dreamed of by
his wholly inner-directed predecessors. His ca-
pacity for creating economic gain for himself
and for the community at large is limited only
by his ability to exploit the tools of scientific
management which his society worships.

Bureaucratic Barriers

But being in a position to innovate and cre-
ate economic benefits is not the same as doing it.
Unfortunately, it seems possible for the corpo-
rate institution to have an innovationist bias and
its top management an innovationist taste while
something quite different takes place among the
lower functionaries in the firm. While our
system appears in no immanent danger of dry-
rot at the top, it can still wither at the root if not
properly nourished. Some symptoms of this
tendency are discernible already.

For the Intellectuals
For example, is it not likely that the bureau-

cratic work environment provided by most large
corporations tends to destroy the imaginative
and critical potential of the corporation's "demi-
intellectual" staff? There is already consider-
able evidence, for instance, that widespread
cynicism, dissatisfaction, and routine perform-
ance are being produced by the anonymous con-
ditions under which engineers work in the elec-
tronics and aircraft industries.

Similarly, while business mariagement wants,
for example, economists and mathematicians
with Ph.D degrees (who are inclined by educa-
tion and temperament to require more flexibility
in hours, methods, and work pace for best re-
sults), it is often unwilling to create the proper
permissive environment for them. Management
can fulfill the expectations of others by claim-
ing to have these people on its staff, but it can-



not always show tangible results from having
them, and can rarely show the really outstand-
ing results of which the best of them are capable.

This is one of the big problems now facing
business — how to make the intellectuals happy
and productive. Industry cannot compete with
universities for the nation's best brains with
money alone. Something of the university at-
mosphere must be provided as well. Progress
along this line is being made in regard to physi-
cal scientists with some companies establishing
campus-like laboratories. Nothing similar ap-
pears to be in store, however, for less highly
prized professionals.

For Junior Management

But the problem is not limited only to busi-
ness personnel with highly specialized tech-
nical training. All junior management personnel
are affected. A business organization must, by its
very nature, be authoritarian. It is no more pos-
sible to run a large corporation like a Quaker
meeting than it is to have the noncommissioned
oflicers make all the decisions in the Army.
However, this does not justify a system in which
only top management can show initiative and
innovationary drive. Unless the corporation
consciously develops the habit of seeking out,
stimulating, and rewarding new ideas, it will
be left with an amoebic mass of inert bureau-
cratic underlings that parasitically feed upon
whatever dynamism is provided at the top.

Where self-criticism and suggestion are not
openly encouraged all the way dovî n the corpo-
rate line, an atmosphere of routine and frustra-
tion ultimately pervades. The attitude becomes
"what's the use," and the job is viewed as a sort
of necessary sinecure. The employee satisfies
his need for status through the dimensions and
appointments of his office, the claims he can
make to his wife, and the fact that he works for
a company of some size and national reputation.
But in his own heart he knows that he is merely
waiting for some superior to die or a new divi-
sion to be opened, so that he can take another
automatic step up the ladder, and then wait a
few years longer for the retirement pension.

Keeping Innovation Alive

The threat of bureaucratic stagnation in our
other-directed society is real and serious. It hits
especially at the generation that must furnish
the business leaders of tomorrow. For this
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reason an active program of correction must be
set in motion.

In business especially, there is need for new
ideas, suggestions, criticisms. These must be
vigorously sought out, encouraged, and re-
warded. A sense of "mission" must be fostered,
so that every management level will look upon
the company as a vital living organism in whose
destiny each plays a clearly discernible part.

To help create such an atmosphere, there are
several steps that a company can take, all of
them designed to foster an innovating spirit.

Free Flow^ of Information

Before a company can expect that ideas, sug-
gestions, or criticisms will be directed upward
from below, it must first create an atmosphere
of openhanded confidence and candor between
top management and all subordinate personnel.
This requires, first and absolutely foremost,
keeping everybody informed, so far as competi-
tive strategy allows, as to the thinking and
planning of top management.

In too many large corporate offices, even the
$25,000 executives are in the dark as to where,
in effect, the company is going. Rumors get
hushed around about plans and personalities.
Surprise is genuine when an important policy
pronouncement appears in the morning news-
papers. Questions buzz through the building all
day about what it means, about what the brass
is up to, and so on. A few insiders take great
pride in having known all along, but the rest
feel squelched. The great event merely con-
firms their submerged bureaucratic position in
the company, merely reiterates that they are not
viewed as being terribly important.

In order to assure the disclosure of important
news downward, it would be helpful to distri-
bute a monthly semiconfidential newsletter to
all the supervisory and professional personnel,
which would take them into company confi-
dence about plans, problems, decisions, activi-
ties. Nothing of importance except the most
confidential information should be withheld.
The important thing is that these employees
should have a chance to learn what the whole
company is up to, and that they should feel a
sense of being "in the know," of being impor-
tant employees.

Improved Communication
If the corporation is to create within itself a

permissive environment for diversity and self-






