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Early in their study they found that one director talks very 

well with another director. Sometimes these fellows achieve 90 
percent efficiency in transmitting meaning from one brain to the 
other. One foreman talks all right with another foreman. Some- 
times these fellows achieve 90 percent efficiency in transmitting 
meaning from one brain to the other. Horizontal or lateral com- 
munication with our own peers seems to be no great problem to 
us in our organizations. But you start vertical communication 
downward and you get an entirely different picture. Let the 
chairman of the board call in the vice president and tell him 
something and on the average only 67 percent of the message gets 
through to the brain of the VP. 

Now, if that is a valid statistic--and I have no reason to doubt 
its validity--it would be a lot of fun to look inside a vice president 
when the chairman of his board is talking to him. That VP must 
be a seething mass of urine, thyroxine, adrenaline, shaking 
knees, quavering fears, tensions of all kind. Let the vice pres- 
ident give the same message to the supervisor and 56 percent gets 
to him. Let him give it to a plant manager and 40 percent arrives. 
Let him give it to a foreman and 30 percent gets home. Let him 
give it to the squad of workers who are his responsibility, and on 
the average, in i00 industries today in America, only 20 percent 
of any message could come down through five levels of authority 
and get to its ultimate receiver. 

Some of you must be wondering: How can they stay in busi- 
ness? How can any outfit operate with 20 percent efficiency in 
communication? Well, the horrible truth is it cannot. The hor- 
rible truth is that most of us are headed for bankruptcy. I don't 
know whether this worries you men or not. It worries me. My 
salary depends on the prosperity, in a sense, of the business 
community. But the terrifying truth is this: Every year in 
America 4 percent of our businesses go bankrupt. Every new 
business has only 40 percent chance to survive the first year. 
Every 25 years 90 percent of our businesses go bankrupt. 

Now,  I c a n n o t  p r o v e  to y o u  m e n  t h i s  m o r n i n g  t h a t  9 ou t  of  10 
of  u s  a r e  h e a d e d  f o r  b a n k r u p t c y  b e c a u s e  we  c a n n o t  c o m m u n i c a t e .  
Bu t  I w o u l d  l i k e  to a r g u e  v e r y  u r g e n t l y  w i t h  t h i s  a u d i e n c e  t h a t  o n e  
v e r y  s i g n i f i c a n t  c a u s e  of  b a n k r u p t c y  i s  b a d  m a n a g e m e n t .  And  
w h a t  is  m a n a g e m e n t ?  


