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from the earliest days of this country, even before
the pilgrims landed at Plvmouth Rock.

Land ,kquisition
Virginia
In Virginia, the London Company, profiting from
gerrerous grants of land from a pliant king and Par-
liament, established a virtual monopoly over soil
suitable for the production of tobacco. The workers
for this enterprise were indentured servants, pur-
chased in England and sold to the highest bidder in
Virginia. Even before 1620, land in this colony was
separated between those who could and could not
afford to own it. When this source of labor proved
to be inadequate, the English court svstem sen-
tenced many convicts to labor on the tobacco plan-
tations. Still the demand exceeded the supply and,
in 1619, the first slave ships arrived from Cuinea in
west Africa. Slavery had begun and the chasm be-
tween those who owned land and those who lived
on it already reached a polarity extending from ex-
treme wealth to extreme poverty and suffering.
Other southern colonies carried out similar prac-
tices. After the London Company was disbanded in
1620, individual landed proprietors extended their
holdings by negotiation with King and Parliament.

Nrrl, Englnnd, Neru Nellnrlatuls (Nnu York)
Similar patterns of land acquisition were found in
New England and New Netherlands and later in
New York. Farther north there was Iess need for an
intensive supply of labor to produce crops usable in
international commerce. Nevertheless, as in the
south, the evolution evolved quickly from all pow-
erful trading companies, e.g., the Plymouth Com-
pany and the Dutch West lrrdia Company, to its
extension h the hands of former land owners un-
der the trading companies. Now the land owners
were free to bribe local government officials to ex-
tend their holdings, sometimes to an astonishing
degree. Witness that in 1635, when the directors of
the Plymouth Company assigned the land it owned
to themselves, one man by lot received title to all of
what is now the state of New Hampshire.

Maine
A similar saga died stillborn in Maine. What is now
the state of Maine was ceded by Queen Elizabeth I
to Sir Fernando Gorges, a character of questionable
integrit_v. Ownership of Maine evolved through his
family to his grandson who, eventually, in 167
sold the land to a Boston merchant, John Usher, for
1250€. Usher deeded his entire holding to the gover-
nor and colony of Massachusetts, where it re-
mained until Maine became an independent state of
its own in 1820-

Nma Nelherlands
This pattern of land distribution also developed
in New Netherlands, later to be named New
York. Under Dutch sponsorship of its West Indian

Trading Company, land in plentiful quantities was
distributed to patrons who established a colony of
48 or more adults within six years. Feudal rights of
succession were granted in p€rpetuity to the heirs
and assignees of these patrons. Everyone else on
the property was to be left in tenant status. Once
established on their landed estate, almost to a man,
these newly enriched patrons moved immediately
and ruthlesslv to swindle the local Indian tribes out
of their adjacent holdings. According to historians,
duffel bags, knives, axes and wampum, or, in other
rr,ords, nothing of value, u'ere exchanged for legallv
binding grants of land many square miles in
duration.

After the Dutch were supplanted by the En-
glish in New Netherlands, the newly established
colony of New York took a leaf from the book of the
neighboring colony of Massachusetts (sometimes
they had the same governor). Landed estates of
great size u,ere freely granted by Dutch merchants
to aggressive small land holders or in some cases to
domestic based land agents (some of whom never
visited these shores).

The granting of tracts of land was left in the
hands of local governors of colonies, some of whom
were spectacularly corrupt. These men often were
aided in their nefarious activities by other local
landholders who sat on provincial assemblies and
parliaments. Often these men could have their
judgments snayed if a gratuity was offered. In this
manner, rules were established for auctioning off
large holdings of land to the highest bidder under
conditions established in advance to exclude from
bidding most of those who had not made the
proper financial arrangements with the local
lawmakers.

It should be kept in mind that this free style
distribution of land to the corrupt and privileted
was occurring at a time when farm laborers worked
16 hours a day for $.40 of pay. Equal hours were
toiled by carpenters for $.52 of pay, a blacksmith for
$.70 and a shoemaker for $.73. The difficulty for
these people to accumulate sufficient funds to pur-
chase land holdings can be imagined. By the end of
colonial times, a wide chasm already had emerged
between holders of land and those who paid rent to
live on the land of others.

The Momentum Of Fortune Making
The advent of the American Revolution established
the first major crack in the methods of land distri-
bution in the soon to be established United States
of America. The landless soldiers who fought and
died in the Revolutionary War were not inclined to
remain satisfied with seeing the riches of the na-
tion's real property in the hands of the privileged
few. In addition, there was a perception on the part
of the average soldier that it was the newly

Sound familiar? This is what Hannah Arendt
described as, "the banality of evil."

Types Of Ethics
A problem in discussing ethics is deciding u,hich
language to use. Few of us are accustomed to ex-
pose our individual ethics before a group We tend
to become defensive- In todays norm of cultural
relativism-"1'm OK, You'rc. OK"-we are reluctant
to publicly criticize the value systems of others. ln
a graduate bushess school, learning is compart-
mentalized into marketing, production, control, fi-
nance. human behavior and the like. Ethics
intrudes into all those areas but without a common
language. I hal'e found it useful in discussing
ethics to attempt to frame a definitional language
by discussing types of ethics. The follor.r,ing list is
by no means inclusive. It is meant only to gain a

primitive hold on a possible common language.

Normative ethics-In simple terms, normative
ethics is that behavior which society at large con-
dones as proper over time. Normative ethics may be
codified as the law but it embraces large areas of
behavior not codified by the law It encompasses
our behavior in groups (Do not yell "Fire!" in a

crowded theater); expressions of our sexuality; our
dress; and the lile. Cultural relativism is a current
norm, as is situational ethics. There are those who
would say that today's norm is that there are no
rules, no easily identifiable broad set of values in
which we can all agree. It is easy to go along with
the norm; but the norm can easilv lead to the incre-
mental gradualism of bad practice as well as plu-
ralistic ignorance.

A very important aspect of normative ethics is
that it changes over time as people's attitudes
change. Sociologists have even described long wave
rhythms of societal norms swinging back and forth
between conservatism and liberality. Thus, if we
base our behavior purely on societal norms, we
must be prepared to have the rug pulled out from
beneath us. Somewhat arcane but valid illustrations
would include price fixing, anti-trust, insider trad-
ing, or the non-payment of social security taxes for
part-time domestic employees. If we base our be-
havior on current norms, we might find ourselves a
criminal 20 years in the future.

Kantian ethics-Named after the famous 19th
century moral philosopher, Kantian ethics has
come to mean rigid ethical rules or duties. Attrib-
uted to Kant is the categorical imperative; which is
to say, there are certain things we simply must do
in order to maintain our basic humanity. As much
as certain elements of our normative society are
crying out for at least some rules to live by, others
would say that Kant's approach is too rigid for con-
temporary society.

An apocryphal extension of Kantian ethics
would be to recount a story of World War ll Am-
sterdam when Anne Frank knocks on your door
and you hide her in your attic to save her from the
Cestapo. When the Gestapo knocks on your door
and inquires as to Annet whereabouts, you tell
them she is hiding in your attic. According to Kant,
there is never a good excuse for a lie.

I tell this storv to my students; then I tell them
they are each Kantians. They object to this. As
living practitioners of normative ethics, they could
never be so rigid. Yet, I repeat my charge. We are
all Kantians. The trouble is, we are each Kantian
about different things. For each of us there are cer-
tain things we could never cause ourselves to do. In
doing them we would lose our humanity. Yet for
each of us the limits are somewhat different. This is
what makes governance so difficult for any type of
social structure; and this is why, in an age of cul-
tural relativism, we often come together at the low-
est common denominator or at the worst bad
practice.

Utilitarian ethics-Stemming from Jeremy
Bentham and John Stuart Mill, utilitarianism (the
greatest tood for the greatest number) is a powerful
shaper of our normative ethic. Utilitarian ethics
drives government policymaking, economic input/
output modelling, cost-benefit analysis and ba-
sically determines how our world works. Health
care reform is based on utilitarian ethics. As a soci-
ety we will not condone paying $500 for a pint of
blood when it is commonly available at $100 a pint.
The odds of contaminated blood may be 1:100,000
at $100 a unit, and 1:1,000,000 at $500 a unit. We as
a society do not think that is a good trade. But if
our loved one is infected through contaminated
blood, we will sue the hospital for millions of dol-
lars for not using the more expensive blood.

We can calculate the value of a human life and
enter the sum into our input/output models to de-
termine how many kidney dialysis machines we
can afford economically. We can calculate your fu-
ture eamint power. We can also calculate how
much you would be wilting to pay to save your own
life. A result is that people's lives are worth more in
wealthy countries than in poorer countries. TIr
Ecotnmist, for example, reports that a human life is
calculated to be worth $2.6 million in America and
$20,000 in Portugal. McNamara ran the Vietnam
War on an acceptable kill ratio of 20:1. They killed
56,000 of ours, and we killed over a million of them.
The Gulf War will be a prized case of a successful
kill ratio (unless, of course, someone you loved was
killed).

Utilitarian ethics are pervasive in our society.
The majority vote wins. The only real losers are the
minority.
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they can comfortably discuss and share ethical con-
cerns which trouble them without having to "go
public" every time they are uncomfortable. Above
all, I urge them to begin to know what are their real
limits, where they will take their stand. The worst
thing that can happen is to walk through a major
ethical dilemma unconsciously carried along by the
crowd, only to bccome blind sided into doing
something that would be inconceirable to you in
the full light of day.

When I talk about professional ethics, I speak
in the context of one u,ho has spent 30 years as an
investment banket where the rewards and recogn!
tion are meted out primarily on the basis of one's
prowess in doing deals. Accordingly, I became an
expert in seri,ing client needs, thwarting competi-
tion, dealing, negotiating, compromising, prevail-
ing, pushing the limits, living on the edge, and
living with ambiguitv and paradox. Later, as a

managet I became adept at influencing others to do
the same.

At the same time, a core of us built the business
in our firm from an employee base of 120 thirty
years ago to 7,500 today. Such dramatic growth re-
quired focus and prioritization, coherence and clar-
ity of purpose, reu,ards and punishments, trading
off empowerment and control. We could not be so
rigid that we could not push ourselves to the edge
of the enl,elope in creating ner^, businesses and
markets. Nor could we be so devious and amoral
that we could not command the respect of our col-
leagues and clients. Above all, we had to build
svstems and procedures that supported our risk
takers.

We learned that the seemingly small, informal
actions of the senior managers could have far
Breater impact than the formal manal;ement sys-
tems. Donald Siebert, former CEO of lC Penney,
liked to tell little vignettes of improper senior man-
agement behavior-

"Keep it out of the Board Report!"

"Get my niece a job!"

"l don't care what you call it-call it corporate
expense!"

Thus, over time, is the culture established.

Bad practices grow incrementally. Each small
t$.ist of the wheel goes unnoticed. People are re-
warded for behavior which reinforces bad practices
instead of good practices. We are told from natural
science that a frog will sit in a pan of tepid \^ater as
the heat is slou'ly turned up until it dies. While, if
the frog is thror.r,n into orer-heated lrater, it w,ill
jump out. Entitlement replaces responsibility. We
each have our own vision of organizations gone
awry; and as we wonder how senior management
could have condoned such bad practices, perhaps

the only answer is the incremental gradualism of
evil where there is a lack of moral awareness or
imagination.

Organizations where bad practices are con-
doned and even rewarded develop a pluralistic ig-
norance. Individual ethics and good practices are
drowned out by the cultural norm of the group in
ignoring them. We have seen examples of this in
the 39 New Yorkers refusing to hear the screams of
Kitty Cenovese; in the Jim Jones mass suicides; in
the reformed church in Nazi Germany; and in
many of our large organizations.

Sometimes a shgle individual can change the
course of an organization, though he takes great
risk in so doing. Vaglav Havel terms politics, "the
art of the impossible." I am reminded of Hannah
Arendt's amazing tribute to William Shawn, the
great editor of Tlu Neu, Yorker: "He had perfect
moral pitch." It is too bad we cannot all work for
such a master.

We are each individual moral agents with great
potential to do good as well as evil. The problem is
that we rarely live up to our potential and that we
too readily give up our moral authority to others,
including the organizations where we make our liv-
ing. Let me give you a couple of simple
illustrations.

There was a sociological experiment where a so-
called teacher and a so-called pupil were in ca-
hoots. The unsuspecting target was told that the
student was a poor learner and required motiva-
tion. The teacher had invented an electric shock
device to motivate the student. The target was told
to shock the student each time she gave a wrong
answet in order to test the new device. This test
was administered on a college campus under the
rubric of research.

Of course, the putative student always gave the
wrong answet and by and large the target kept
turning up the iuice, even into a danger zone
marked on the device. The student appeared to be
in pain. Afterwards, u,hen the target was de-
briefed, he claimed he was only following
instructions.

Likewise, many years ago, at the Union Theo-
logical Seminary, Columbia University, an authoritv
figure ordered a series of seminarians to drop ev-
erything and fetch a paper off his desk, located in
another office, and return it to him immediately. In
order to fetch the paper, the seminarians had to
step twice, going and coming, over the bodv of a
prostrate student lying on a rug in the outer office.
In most cases they performed the mission without
providing assistance to their prostrate peer. Once
agah, afterwards, they said they were just obeying
orders.

emerging merchant class in the colonies that saw
economic advantage in breaking free from English
regulation, rather than the original land owners
who were promoting this revolution. Why die your-
self, just so some tea merchant could buy more
land?

In the wake of the rebellion's successful out-
come in the colonies, the populist moved to break
up the landed estates of colonial times gathered
momentum. The movement was encouraged by
westward expansion, such as the Louisiana Pur-
chase, the opening of the northwest territories, and
later by the relentless expansion west and south to
the Pacific Ocean and the plains of the southwest,
including the state of '[bxas. Those who remained
along the eastern sea coast, nevertheless became
less accepting of tenant status. An unexpected ally
in their discontent was found in the rapidly expan-
ding merchant class which also resented the enor-
mous holdings of the early landed eastern gentry.
As any of the gentry families weakened financially,
the merchant class came forth to buy the available
land. As the 19th century rolled forward, a new
hvbrid developed-the immigrant tenant who soon
graduated to the entrepreneurial merchant class.
From this grouping came the founders of many
great American land fortunes.

lohn lacob Astor
Among the first and most successful of the immi-
grant tenant, turned successful merchant, turned
rast landholdeq, u,as John lacob Astor- Born in Wal-
dorf, Germany in 1763, the son of a butcher, he
came to New York at the age of 20, first serving as a

baker's apprentice. Within three years he had allo-
cated enough money to start his own fur trading
business, and he also became an importer. On the
return trips from Europe to America, his ships
would carrv British and European goods to resell at
huge profits. Finally, he married a rich, well con-
nected woman from an early New York Dutch fam-
ilv No stopping Astor no$,.

Astor was not content to restrict his fur pur-
chasing to the eastern portion of the United States.
In fact, his company's efforts, and others like it,
were so extensive that before the War of 1812 fur
trapping in the east was in sharp decline. The
American Fur Company, of which Astor was the
sole or.r,net took up huge positions in the Rocky
Mountains, in the southwest, along the Missouri
River and bv the Great Lakes.

Over the years, Astor built enormous holdings
of land in Wisconsin, Missouri, Iowa and Upper
Neu, York. Howeve; it lvas in New York City where
he made most of his purchases. He specialized rn
buving underwater land from the city at extremely
low prices, helped usually by bribes to willing city
officials. Astor then insisted that the citv of New

York, at its expense, fill in the land, creating a valu-
able entity. Having built momentum, Astor then
switched his concentration to banking activities. In
the wake of the Financial Crisis of 1837, when over
800 banks failed, Astor stepp€d in, especially in
New York City, bought up mortgages at less than
their face value, enforced their terms with great
rigoq, and when default occurred, bought the land
at the lowest prices. This was when immigration
into New York City reached impressive dimensions.
Demand for housing far exceeded supply. There
was Astor holding acre after acre of raw city land.
On some he buitt tenements with himself as
lessor - landlord. At times he leased the land to
others who contracted to build the property at their
own expense, pay all the utilities and taxes and
turn over to Astor five to six percent of the land's
value. Topping all, these ground leases would ex-
pire after 21 years, at which time full title would
revert to Astor.

Marslmll Field
By the end of the 19th century Marshall Field was
estimated to own $30 million of land in Chicago,
M8 million in New York City and millions of dollars
elsewhere. ln 1835, Field was born in Conway, Mas-
sachusetts. He later moved to Chicago and started
his fortune by selling dry goods to northern troops
during the Civil War. From the start, Field was de-
voted to purchasing property in downtown Ch!
cago. As his wholesale and retail dry goods
business prospered, all excess profits were devoted
to purchasing block after block of available space in
the citv

Field also held significant positions in most ma-
jor railroads and in a large number of industrial
corporations. It has long been forgotten by most
that Ceorge Pullman, of the famous railroad sleep-
ing car company, was little more than a figurehead
for Marshall Field who was the major owner At
Field's direction, the Pullman Company purchased
500 acres of land near Chicago: 300 acres r,r,ere for
the factory and 200 acres were for a model town. In
reality hovvever, Iiving conditions were terrible. Af-
ter his death, the estate of Marshall Field settled
with the city of Chicago for close to $2 million in
unpaid back tax assessments. The Field estate was
estimated conservatively at $150 million.

In Retrospect
Throughout the history of this country there have
been manv real estate owners who were totally
honorable and practitioners of high ethical quality.
It must be said however, that they never accumu-
lated the enormous wealth of those less ethical,
e.9., Astor and Field. One point clearly is true.
Even if real estate ethics are not as thev should be
today, they are a great deal better than they used to
be. Don't brhg back the good old days.
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