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Mahatma Gandhi, the great Indian leader, once said, “There are seven things that will destroy us:

· Wealth without work

· Pleasure without conscience

· Knowledge without character

· Religion without sacrifice

· Politics without principle

· Science without humanity

· Business without ethics”

While each of these topics is deserving of attention in its own right, I’m going to focus on the last of Gandhi’s concerns — business without ethics — in relation to the values imbedded in the Boy Scout code.   Specifically, does being a good scout help one become a good business leader?  And can we apply the ethics of scouting to the business of business?

I’ve been a businessman for 38 years.  I’ve been a CEO for seven.  I’ve been associated with scouting in one way or another for 48.  The values I learned in scouting — such as trustworthiness, morality, concern for others — have guided me throughout my career.  

On the other hand, it’s clear from the number of well-dressed men we’ve seen escorted from their places of work by U.S. marshals that not every business leader follows the Boy Scout code.  In particular, they appear to have stumbled over the very values I mentioned above — trustworthiness, morality, concern for others.  Among the tainted were the heads of some of Wall Street’s former darlings — Adelphia, Enron, Global Crossing, Tyco, WorldCom, to name a few.

I don’t know whether those accused of corporate improprieties were Boy Scouts or not.  If they were, the scout code didn’t really reach them.

Let me say at the outset that the great majority of business leaders I’ve known, whether scouts or not, are honorable people.  I don’t have much experience with leaders who are not.  But I read the newspapers and watch the news like everyone else.  Unlike most everyone else, however, the misdeeds of those heading large corporations impact my ability to do my job.

How so?  Consider this:  A July 2002 Gallup poll of Americans showed a deep distrust of Corporate America.  More than seven in 10 polled said they distrusted CEOs of large corporations.  Nearly eight in 10 said top executives will take “improper actions” to help themselves at the expense of their companies.  Thirty-eight percent saw Big Business as a threat to the nation’s future.

Recent evidence indicates this cynicism remains.  This is very disturbing, not only because it impugns all who hold my position, but because I believe business is the “golden goose” … the engine of our economy … the ultimate provider of the goods, services and jobs that all of us require.  

If our citizens and consumers lose faith in the leaders of our private, enterprise system, investment and consumption will both slow.  Legislators will be prone to saddle business with laws and regulations that go beyond the present danger and stifle productivity and profitability.  We’re seeing some of these phenomena now.

What got us into this fix?  Where did the great bull market of the 90s go wrong?  Dare I use the word “greed”?  How about “arrogance,” which has been defined as the opposite of empathy?

What else but greed can explain the need for some business leaders making millions to lie, cheat and steal to make millions more?  To cook the books to justify unwarranted bonus payments?  To buy art with company money and then finagle ways to avoid paying the sales tax?  

What else but arrogance can explain the brazenness which frequently accompanied such behavior?  The failure to acknowledge any wrongdoing?  

The lack of remorse for the thousands of jobs lost, the retirement savings devastated, the ruined lives?  

To a degree, of course, many of us may have unwittingly aided and abetted the crimes of these few by suspending our normal skepticism and indulging in a blind optimism that indexes would rocket upward forever … that any flimsy, even preposterous, business plan was worth more than an ongoing, solid company … that any fool could get rich in the stock market.

Well, we’re all a lot smarter now … and a lot poorer.  Our three-year-old bear market has taken $8 trillion from us.  Think of that — $8 trillion.  That’s more than $28,000 for every man, woman and child in the United States.

Perhaps more than that, the revelations of business deceptions have stolen our confidence.  Consumer confidence is at its lowest level in a decade.  People are hesitant to buy, afraid to invest.  

We need to restore trust in the business community and in our private-enterprise system.  Remember the first pledge in the Scout Law?  A scout is trustworthy.  Well, American business needs to be — and be seen — as worthy of trust.  But how does one build — or restore — trust?  

Watson Wyatt, a human resources consulting firm, recently described three foundations of organizational trust.  They are:

1. Competently produce outcomes — i.e., “results.”

2. Consistently do what you say you will do — i.e., “integrity.”

3. Consider the well-being of others when making decisions — i.e., “concern.”

To summarize:  results, integrity, concern for others.  How do these concepts relate to the corporate scandals that came to light last year?  

I think you can argue with reasonable justification that the leaders of these companies failed on all three counts.  

They didn’t produce real results — only phony results.  Their deeds did not match their words, so they failed on integrity.  And they showed a reckless disregard for others, so they get an “F” on concern as well.  They were not trustworthy.  They were not good scouts.

Admittedly, there are those, especially here in Oregon, who’ve implied there was something unethical about Weyerhaeuser Company acquiring Willamette Industries in what some have called a “hostile takeover.”

Let me just make a few points about that:

· First, there is nothing unethical about one company making an offer to buy another.  This is common in the world of business.  

And you may be surprised to know that Willamette’s senior management had discussed buying Weyerhaeuser.  I know.  I was there.

· Second, there would have been no sale unless the owners of the company — the shareholders agreed to it.  In fact, Willamette’s board and all of its shareholders eventually accepted our offer.

· It was mainly the top company leaders at Willamette who were so opposed, and, as it turned out, they profited very handsomely from the combination.  And all Willamette employees received a large boost to their 401k plans from the purchase.

· It is true that a few Willamette operations have been closed since the purchase — most of them already slated for closure by Willamette — and some management and administrative positions, which were duplicative of those at Weyerhaeuser, have been lost.  

· It is also true that, with the combination of our two companies, some Oregon firms have lost business, but others have gained.  

Let’s look at this acquisition in terms of the “screen” I mentioned earlier — results, integrity, concern for others.   

As far as results go, we are achieving the synergies we anticipated.  Think of synergies as the savings or additional revenues resulting from combining two companies — for example, you don’t need two CEOs or two tax departments.  This makes the combined companies stronger and better able to withstand down markets, as is the case with today’s economy.  

As far as integrity goes, we’ve been above board in every step we’ve taken related to our pursuit of Willamette and our subsequent integration of it into Weyerhaeuser Company.  We’ve kept our promises to all stakeholders involved, including Oregon communities, where we’ve maintained, or even stepped up, the level of support they were receiving from Willamette.

How about concern for others?  I can assure you, having led both companies, that I would not have pursued the acquisition if I didn’t think it would benefit the employees of each company.  I foresee a global business environment for our industry in which only a few large players are going to survive.  I believe the mid-size companies — the “tweeners” — are going to disappear.  

Although jobs have been lost since the purchase, as much from the economy as from the acquisition, I truly believe that combining Weyerhaeuser and Willamette gives the vast majority of employees from the combined companies the best opportunity to stay employed and to grow in their careers.

Now imagine you’re me — a CEO dealing with all the scandals and suspicions I’ve just described.  What would you do?  What would you recommend the business community do?  

(Pause)

Time’s up.  Don’t worry.  I’m not going to put you on the spot.  Instead, I’m going to tell you what Weyerhaeuser has done and what I believe all companies and company leaders should do.  But first, I want to give you a little history about my company, because, as you’ll learn, integrity has been a core value since before its founding.

If that doesn’t make sense, let me explain.  Weyerhaeuser Company was founded by Frederick Weyerhaeuser and 15 other partners in Tacoma, Washington, in January, 1900.  Frederick wanted to name the new land and timber firm “The Universal Timber Company.”  His partners overruled him and instead named the historic venture in his honor.

They did so not just because of his vision, but because of his integrity — because hard work, fair play, and keeping his word were his code.  

His contemporaries considered his handshake as good as a contract.  His competitors even trusted him.  

After Frederick’s death, one source summed his career as follows:  “In the course of time, Mr. Weyerhaeuser’s word became law with his associates, yet it was given judiciously, and rarely did a participant in a dispute have cause to appeal from his decision.”

With such a start, it’s not surprising that the company that bears his name still prides itself on scrupulous business conduct and exemplary corporate citizenship.  

The thread of integrity is still firmly entwined in Weyerhaeuser Company’s values, one of which commits its members to hold ourselves to “the highest standards of ethical conduct.”

Values like this make it easier to do the right thing, but companies also need systems in place to guide those who might be tempted to do otherwise.  Since 1977, Weyerhaeuser has maintained a business code of conduct and an ethics and business conduct office to interpret and, where necessary, enforce the code.  All our employees have a confidential 1-800 number they can use to report any semblance of malfeasance.  

Moreover:

· Except for myself, all the members of our board of directors are independent of the company, including all members of our Audit Committee and Compensation Committee.  And they are highly engaged on behalf of our shareholders.

· We maintain formal controls on executive and insider trading of company stock.

· We prohibit loans to executive officers.

· We have no hidden partnerships.

· We maintain a transparent balance sheet, even footnoting in our annual report the impact on earnings per share of outstanding stock options.  In fact, Wall Street analysts recently complimented us on the openness of our financial records.

Nonetheless, the recent business scandals have encouraged and compelled us to do more.  Even before the scandals became public, our Audit Committee had called for a more direct “line of sight” between our financial accountants and the committee.  This we have done through restructuring our controllership organization.

I established a Disclosure Committee, composed of officers of the company, to monitor our financial disclosure controls and procedures, as well as changes to accounting and legal rules.  I asked this committee to report directly to me on a quarterly basis on the integrity and quality of our public-reporting procedures.

Finally, Weyerhaeuser Company, like all other large publicly held companies, is subject to the 2002 Sarbanes-Oxley Act.  Among other things, it requires that I attest annually — in writing — to the accuracy of the company’s financial reports under penalty of law, including possible jail time.  With such an unwelcome prospect potentially hanging over my head, it’s reassuring to work for a company with the reputation of Weyerhaeuser’s.

Do I believe recent requirements by the federal government and the Securities and Exchange Commission will root out all corporate mischief?  Hardly.  Corporations are composed of people, and there are always some who seek advantage by misinterpreting, bending, or breaking the rules.

So, getting back to my previous questions, what can I do and what should we in the business community do to prevent corporate wrongdoing?

What I can do, of course, is set the standard for my company.  If it’s true that actions speak louder than words — and, as a CEO, I can assure you they do — then my behavior must be beyond reproach.  In this regard, I received excellent grounding through scouting and my continuing observance of the Scout Oath and Scout Law.  I can also follow the principles of Weyerhaeuser Company’s founder and, incidentally, Willamette’s as well — hard work, fair play, keeping one’s word.  And I can expect that other company leaders model these principles.

As to the business community as a whole, I recommend the following:

· Directors of companies should be independent of management and conscientious in serving the interests of shareholders.  They should not be engaged in any activities with company leaders that gain recompense beyond their director fees.

· Executives of companies should constantly remind themselves that they are employees of their companies and that the money they are managing is not their own.  The company’s treasury should be no one’s piggy bank.  

· Company leaders should be stewards of the interests of all their stakeholders — employees, customers, investors, suppliers, and the public at large.  

· When it comes to incentive programs — such as bonuses — boards and company leaders must be sure they are truly incentives and not money received regardless of how well or poorly they serve their shareholders.

Boards of directors should not permit publicly owned companies to become captives of their senior executives.  We must return to the first principle of a publicly owned company — that the shareholders rule and company officers serve at their pleasure.

Now I’d like to return to the two questions I asked at the start.  Does being a good scout help one become a good business leader?  Can we apply the ethics of scouting to the business of business?

My answer to both questions is an unqualified “yes.”  I’m aware, of course, that there are those who make light of scouting and its code.  A morally upstanding person is sometimes chided for being a “boy scout.”  And, indeed, those of us with a scouting background mustn’t let our passion for doing the right thing turn into a judgmental self-righteousness. 

But looking back at the business scandals still fresh in our minds, can we say they would have occurred if those involved had adhered to the scout code or one similar to it?  I think not.

So what would I tell scouts who want to go into business?   I would tell them that business is an honorable calling and that they can do a lot of good.  I would also advise them that the business world is not without its temptations, but that, if they follow the code of scouting, they will avoid the pitfalls.  

In closing, I want to acknowledge all of you here today for your support of scouting.  You help make possible the development of young men who are trustworthy, morally straight, and concerned about others.  Many of them will join corporations.  Some of them will become CEOs — or leaders of other endeavors. And our country will be better off because of it.
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