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  Introduction 
  At the annual meeting of the Society for Business Ethics in Boston in 1997 the guest speaker was Aaron Feuerstein, the acclaimed CEO of Malden Mills, who brought tears to the eyes of skeptical academics with his tales of the mill ﬁre in 1995 and his generous actions towards his employees. I had written a case about him during the winter of 1996 and suggested him as a guest speaker for the annual meeting. After the meeting, I was given a guided tour of the gleaming rebuilt factory in Lawrence, Mass., and was duly impressed by the state of the art manufacturing technology used to make that cozy ﬂeece, Polartec, which is made from recycled plastic. Aaron Feuerstein’s star continued to shine in the business press, and even in 2004, as a hero who paid his employees for a number of months after the ﬁ re destroyed their jobs. A s many noted then and now, here was a true man of virtue, an ethical giant in a business world of massive layoffs such as those at AT&T and Sunbeam, and when compared with colossal  failures in leadership in many huge corporations. I taught this case over the years, with video clips from the national media, in my business ethics courses and was subsequently told by students that the case had made a powerful impression on them. Maybe it was the pictures of those desperately anxious mill workers with their tears and gratitude responding to Feuerstein’s announcement after the ﬁ re that he was going to continue to pay his workers for another month. “You’re a saint” said one. Or maybe it was Feuerstein’s own tears that affected my students?  The case touched a deep nerve: here was a business man who put the care of his workers above the bottom line. My goal in writing and teaching about this case was to demonstrate that it is better to teach business ethics with examples of ethical leadership than to continue to focus on, as most of our case books do, the multiple failures in moral leadership in corporate life. Even formerly exemplary companies can fall under an ethical cloud.  Subsequently, though I read that Malden Mills had gone bankrupt, since the tenth year anniversary of the ﬁ re was in 2005, I decided to take another look at what the effect had been on the local community of Aaron Feuerstein’s actions after the ﬁ re. My reading of the events that have taken place since the ﬁ re raises an important dilemma for teaching this tale of ethical virtue. What has been the aftermath? It would be nice to say that the gleaming new mill saved the jobs in the community and that Aaron Feuerstein is still in charge of his grandfather’s ﬁrm, well loved by his workers and local politicians for preserving the one remaining industry in an area of high unemployment.  It would be nice to say that not only is virtue its own reward, but also that it is indeed rewarded by the world. For Aaron Feuerstein and his family ﬁrm, unfortunately this is not the case. The actual story is more complex than that, as is often the case in real life.  To describe it brieﬂy: Aaron borrowed money to rebuild the mill, beyond the money he would ﬁnally receive from the insurance company. He built a large facility, counting on the expansion of his Polartec ﬂeece lines and the continuation of his brand of upholstery fabrics. His debt was more than his ﬁnal insurance settlement, the upholstery business proved a failure and he decided to get out of it, cheap competition and an unseasonably warm winter cut into his Polartec sales and he had to declare bankruptcy in 2001. The ﬁrm remained under bankruptcy protection until 2003, but Aaron lost control of the company and GE Capital, the main creditor with 16.6 percent, became its largest shareholder, with a dominant inﬂuence on the new board. In July 2004 the board hired a new executive. A new manufacturing operation has been opened in China. Jobs in Lawrence and nearby New Hampshire have declined. In the meantime, Aaron and his son Daniel with a group of investors and a commitment to keep jobs in the local communities, attempted to buy back the ﬁ rm. Their offers were rejected. How indeed will I teach this case now? Were Aaron’s actions after the ﬁ re virtuous or reckless? Did his hope for the future and his commitment to the local community blind him to the economic realities of the industry at the time and cause him to overbuild, and so put the whole company in  jeopardy? From a utilitarian perspective, did he do the right thing? What was the long-term effect of his actions on the community? I decided that I had to get close to the source and elected to spend a few days in Lawrence, Massachusetts, and I was able to interview Aaron Feuerstein in his home in Boston. When I interviewed Aaron in November 2004, he said he felt he had failed.   
  Lawrence, Massachusetts 
  In fall 2004, the main impression of Lawrence as a community to a visitor unfamiliar with depressed mill towns in New England was decay. The massive empty mill buildings along the Merrimack River have forlorn signs for “Space Available,” as if the next high-tech boom was going to transform this now virtual ghost town into a thriving business community. Along the main street with its closed businesses, even the Goodwill center was shuttered. The one remaining open facility was a large Head start center with its brightly colored plastic play structures. The impression was that this must be a city that is heavily funded with federal grant monies for low income families.  Though large trash receptacles ready for col- lection lined the narrow residential streets the day I was there, they did not contain the abandoned sofas and junk in the empty lots. The local com- munity newspaper, printed in Spanish and English, spoke of the challenge of trash as a neighborhood problem. The mayor wanted to put awnings over the shops in the main streets, to attract business down- town. Among the nail salons and the few ethnic food establishments, one set of buildings, and one alone, remained a viable concern, Malden Mills Inc. Located next to the Arlington section of town, one of the poorest neighborhoods, the mill is the only sizable employer in Lawrence, Massachusetts.  Five hundred of its employees live in a ﬁve mile radius of the mill and many walk to work. It would be fair to say that the economic well-being of Lawrence and its nearby community in New Hamphire, depressed as they are, is intimately connected to the well-being of the one remaining manufacturing facility paying union wages at an average rate in 2004 of $12.50 an hour, with beneﬁts. The unemployment rate in Lawrence has remained at two and a half to three times the state average for the last 20 years, between 10 and 15 percent since 1983. The academic standings of the local schools are the lowest in the state.  My trip to Lawrence answered my question: Why did Aaron Feuerstein feel and still feel today such a ﬁerce loyalty and sense of obligation to the community of Lawrence and its neighboring towns? What did it mean to those communities that he decided to rebuild the mill and committed to pay his employees for several months after the ﬁ re? As he told me, the tears of the workers after the ﬁ re were not tears of gratitude towards him, but recognition that without the mill there was nothing left for them, their future, or their community.   
  The 72,000 People of Lawrence and Their History 
This city calls itself the “city of immigrants.” It claims that 45 different nationalities and ethnicities have lived in Lawrence. It was founded as a mill town in 1842 to establish woolen and cotton mills and to exploit the new technology of water power along the swift-ﬂ owing rivers. The large labor pool required for the factories was imported, and consisted largely of women and immigrants, who lived in dormitories and boarding houses. At its peak, between 1890 and 1915, there were 90,000 residents in Lawrence.  Lawrence was the site of the famous “Bread and Roses” strike in 1912 when after nine weeks of a strike for better conditions during a harsh winter, the company bosses brought the state militia out to attempt to force the 30,000 strikers into submission and prevent them from shipping their children out to relatives and sympathetic families in other communities. Thus, over the years, Lawrence became known for being in the forefront of the struggle for workers’ rights and for the right to organize unions. Now earlier generations of Scots and Irish and E astern European immigrants have been replaced by Puerto Ricans and ﬁrst generation immigrants from Central America. Their mill jobs allow them the ability to function in their native languages, a rare option in high-paying employment where knowledge of English is often a necessity. Though most of Lawrence’s jobs have disappeared as the mills ﬁnally closed after World War II, Aaron Feuerstein’s commitment to continuing his operation in this immigrant, unionized town is unique. It stems from recognition of the value of his own family’s history and his grandfather’s legacy. As a Hungarian Jewish immigrant in New York City at the turn of the century, his grandfather sold dry goods and eventually moved to Massachusetts and began the family ﬁrm in 1907. Aaron remembers his roots and the history of earlier generations of immigrant labor who formed the economic engine that brought succeeding generations to a better way of life. His antipathy to shipping jobs south and to offshoring manufacturing jobs at the expense of domestic workers comes from a profound respect for the skills of those who worked hard to build a future for their families in this country. Though Aaron had indeed laid off workers due to business conditions, nevertheless he believes we owe these workers in this community an opportunity to perform on the job, for themselves and the com- munity. This is a relationship of mutual respect and obligation that has been carried through three generations of Feuersteins towards their union workers and their communities in Massachusetts and New Hampshire. Aaron spoke proudly of never having had a strike over the years and of having tough but fair negotiations with the unions during his tenure in the company. Knowing of Aaron’s commitment to keep jobs in the local community, the union leadership had hoped that the Feuersteins would be successful in their efforts to regain control of the company. Since the advent of the new company management, the union threatened a strike last fall in November 2004, but ﬁnally settled on a new contract. Aaron had resurrected himself once before when he went bankrupt in the 1980s. His technological innovations captured a new market in ﬂ eece material which he branded under the name of Polartec for garments for outdoor enthusiasts. His workers had come through for him in that difﬁcult time. Once again he believed he could resurrect his company from the ashes. Could he do it again? Aaron’s sense of failure, at this point in his life (he was 80 in 2005), paternalistic though it may sound, may have to do with failing to live up to the legacy of the family ﬁrm that had been handed to him, failing the very community he had pledged to support with good jobs, and failing to protect them from the cost-cutting strategies in which wages are just an expense.   
  The Business Strategy and Hope for Lawrence 
  When ﬂeece was invented it filled a wonderful need in the market for garments that did not become wet with moisture and perspiration, as cotton did, but were wickable, allowing the person to stay warm. Aaron’s strategy was to pursue research and development and create high-end, high-quality products that could be recognized as a brand: “Polartec.” Since its ﬁrst invention the number of different weights, colors, and features has exploded, with windproof features and even designs for children’s outerwear. Aaron believed that Malden Mills could stay ahead of increasing competition of offshore manufacturers and the “commodiﬁcation” of the industry by staying ahead of the innovation curve. Fleece was soon everywhere, not just in high-quality jackets for climbers and winter sports enthusiasts, but in regular articles of clothing for adults and children, as well as blankets and throws. After the ﬁ re, even though one of his main customers, Lands’ End, initially showed support and featured the story of the mill’s ﬁ re and Aaron’s actions towards his employees in its spring 1996 catalogue, Aaron eventually lost major customers, including Lands’ End, which sought other suppliers. Along with the interruption in supply, apparently the Polartec brand did not have the power in the general market, except in specialized high-end products, to withstand the ﬂood of cheaper goods coming from Asia.  After the ﬁ re another of his product lines, jacquard upholstery velvet, proved to be unsuccessful in earning a brand identity. Furniture manufacturers were unwilling to pay the premium for a branded fabric and in 1998, Aaron got out of that business. It represented about 50 percent of the company’s business at the time of the ﬁ re, and its production lines were hard hit by the ﬁ re and took longer to resume operation than the polar ﬂeece lines. One business strategy implemented after the ﬁ re by one of the company’s former executives, Cesar Aguilar, who spent an uncomfortable weekend in wet clothing as part of his military reserve  training, is beginning to pay off for the company and for the community, however. Malden Mills is supplying warm winter clothing to the troops in Afghanistan and Iraq as well as conducting research into new lightweight electronic high-tech fabrics that soldiers can wear next to their skin and that can monitor their vital signs and be of assistance in determining injuries. Another innovation is a next- to-skin fabric that would prevent the growth of bacteria and odor for soldiers who are out in the ﬁ eld. The U.S. military approved $21 million for Polartec garments for 2005, a portion of which goes to the garment manufacturer. That ﬁgure includes $1.5 million for research. The military contracts offer a ray of hope for the company. Not only must all products made for the U.S. Armed Services be made in the United States, but the innovations in new products designed for military use can be developed into commercial applications in the future. In addition, according to a company spokesman the military business is not seasonal; this makes it easier to balance the workload. The military contract currently represents about 20 percent of Malden Mills’ business.   
  What Went Wrong? 
After a traumatic event such as the ﬁ re, one’s decision-making capacity is impaired. I know this from personal experience, having escaped from the Oakland Hills ﬁ re in 1991 where almost 3,000 homes were destroyed and 24 people ultimately died. I think my interest in this case certainly was inﬂuenced by having had this common experience. After a ﬁ re, “post-traumatic distress” is an important factor. Aaron even witnessed his factory burning down. In the aftermath of the ﬁ re, the shock and sense of loss are enormous, and yet major decisions that have a long-term impact must be made immediately. Relations with family and friends are strained. In Aaron’s case, he had a huge sense of responsibility for the injured workers, several of whom were badly burned, though luckily none died, and for those who risked their lives to save parts of the buildings that were not so heavily engulfed. In addition, the ﬁ re happened just before  Christmas. Though some members of his board, which included members of his own family who worked in the company, opposed it, Feuerstein generously offered to pay his idled workers for the following month, even though he was not required to do so. He said he did not do it for the publicity, but because he was ﬁrmly convinced it was the right thing to do. But in hindsight, was it the right thing to do?  Feuerstein renewed his pledge to his 1,500 employees for another three months. As the news spread of his actions he received about $1 million in donations, from small to large checks from all around the country. By the end of a month some of his operations were up and running again as they shifted equipment undamaged by the ﬁ re to other locations. Some of the manufacturing facilities for Polartec had been spared.  Was Feuerstein’s generosity to his employees a costly decision that ultimately put his company in jeopardy? It cost about $15 million. One view is that by itself it may not have been a foolhardy decision, given the growing business he was in. Sales of Polartec had been growing by 50 percent annually at the time of the ﬁ re. Aaron also knew that if his business was going to have a chance to rebuild, he was going to have to rely heavily on his workers to put in an extraordinary effort to get him up and running again. After three months the remaining workers who were still out of work were supported by unemployment and special funds from the gifts that had been donated. The outpouring of support, both ﬁnancial and in the public arena surprised Feuerstein. He was a private man, an owner of a small family ﬁrm, little known outside of New England, and now all of a sudden he was in front of the cameras, making statements about the state of American business. He was invited to sit behind Hillary Clinton at President Clinton’s State of the Union Address in January 1996. The names of Malden Mills and Aaron Feuerstein were in all the press and created a ﬂ ood of goodwill for the company. He was lauded not only for paying his workers after the ﬁ re, but for his immediate commitment to rebuild the factory in the same location. As he said so frequently in interviews after the ﬁ re, he and his father had not moved the operation to the South as many other mills did in search of cheaper labor in the 1950s and 1960s, so why would he abandon Lawrence now? He continues to believe that highly skilled labor can produce the best quality products, which in turn can differentiate a company from its competition, and that there is still a place for manufacturing in this country. This commitment earned him enormous political support from the local politicians, the governor, Senators Kennedy and Kerry, and New Hampshire representatives.   
  The Decision to Rebuild 
At issue seems to be not the fact of rebuilding in Lawrence, but the manner in which Aaron Feuerstein proceeded on this project. Aaron knew that he was “fully insured.” What he did not know, what no claimant after a loss knows, is what the actual payout amount will be. He would not know that for many months of negotiations with the insurer. At the point of a claim, the relationship with the insurer turns from one of being, as it were, “in good hands” to one that is adversarial in nature. The insurer tries to keep the settlement as low as possible and the claimant wants to replace the buildings that burned. The insurer AGI was a tough negotiator, settling well after the newly rebuilt factory had been completed in 1997. The ﬁnal insurance settlement was about $300 million, covering only 75 percent of the $400 million in rebuilding costs that Feuerstein had borrowed to put his factory in operation. Was Aaron’s decision to rebuild in the immediate aftermath of the ﬁ re one of an emotion-driven “survival instinct”? The ﬁrm’s famous clock tower had been saved during the ﬁ re. How could Aaron not see that as a symbol of the ﬁrm’s commitment to rise from the ashes? Was the idea of renting or renovating facilities, or scaling down the size, never seriously considered? Was the promise of all that cash that would allow him to replace aging equipment with brand new machines, to build a new state of the art facility to deal with the over- bearing heat in summer and accommodate the new computerized methodologies, a license to spend more than he should?  Even within the context of rebuilding it was clear that Aaron thought big and wanted the best. There was dispute among the members of the board and with his own son about the scale of the rebuilding. The insurance coverage did not specify  tha the buildings had to be rebuilt at all or require a minimal square footage, but Aaron opted for the best. He replaced almost all of the space that had been lost, anticipating that his Polartec sales would continue to grow, even though his son was  advising him to scale back the square footage. He later admitted that maybe his building plans had been overly extravagant, even to the point of buying new equipment, whereas before the ﬁ re he would have bought used. While the mill was being rebuilt, he had leased space for some of his operations in neighboring towns, but now it was he who was to have excess space as the business turned down.  What was Aaron’s failure? Did he fail to anticipate the great gap between his rebuilding costs and his ﬁ nal insurance settlement? Did he fail to anticipate that in spite of great attention and sup- port on one level from all the media, months of interruption of his supply would enable his competitors to gain an edge and win customers? Was his attention so focused on recovery from the ﬁ re and its aftermath, the insurance claims, and the lawsuits against the company from injured employees that he failed to see the business risks? Was he imprudent or unlucky that a warm winter depressed ﬂeece sales just at the time his upholstery line was ﬂoundering? Was Aaron Feuerstein trying to singlehandedly buck the inexorable pres- sure on the costs of manufacturing and prices that eventually led the new board after the bankruptcy to a partnership with a mill in China? In 2004 this outsourced production was at about 10 percent of production, but that ﬁgure is likely to rise due to the expiration of the textile tariffs with China in January 2005.   
  The Legacy 
[bookmark: _GoBack]  Under the special arrangements of the bankruptcy settlement, Aaron and his sons had an opportunity to bid on the ﬁrm for another year, but their bids were rejected by the current owners. His group of ﬁnancial investors, along with the Import-Export Bank, which had guaranteed a loan, had plans to develop the excess mill space into mixed income housing units and retain jobs in the local area. Though Aaron at 79 had surgery on his heart in July 2004, his determination to regain control over the company remained undimmed. He feared it would become another commodity company and the original vision of investing in innovative products that require a highly skilled workforce would be lost. He did not want to run the mill as CEO, but he wanted to resurrect the legacy of the family ﬁrm, committed to the goal of continuing to provide high-quality, well-paying jobs to the people of Massachusetts and New Hampshire. I f it were dependent solely on the force of his personality, it would have happened. Aaron is an obstinate man. The local politicians were supporting him, hoping that he could be given the chance to preserve the jobs in the local area.  Since Aaron failed to regain control of the family ﬁ rm, has he failed? He believes that he has. But as a former journalist at the Boston Globe assures him, “You have won, Aaron, no matter what  happens!” His ethical legacy is independent of whether or not his family regains control of Malden Mills.  Though his enterprise may have failed, he rebuilt the mill in Lawrence and gave the community hope that there is a future for their families. The new owners currently repeat their commitment to the community, though they state that more jobs will probably be offshored in the future. What Aaron did was indeed an example of virtue ethics since it was in his character to be concerned for his employees. Examples of his prior support for them, such as giving assistance to help buy a house or send a child to college, were recounted by workers after the ﬁ re. However, what Aaron did in paying his workers after the ﬁ re was more a demonstration of Carol Gilligan’s “Ethic of Care,” shaped by the importance of preserving relationships. When faced with the decision of what he could do for his workers he asked himself the question, not what was his duty to do, but what was the most loving thing to do? This act has called American business leaders to consider again the employment relationship between an enterprise and its workers, not as being exclusively an economic one, but also a personal and communal one. Aaron Feuerstein’s acts, which put his workers’ needs above his own economic self-interest, were grounded in his religious convictions as an orthodox Jew. He believes he has a responsibility to them as individuals and to the common good. He had the unique chance to show that rather than pursuing the course of the moral minimum, he chose the moral maximum. As he said to me, “ At the end of the day, at the Final Judgment, will it be enough to say, ‘I have been the CEO of a company and made a lot of money?’ After your basic needs are met, what is the point of all that activity, if not to do some good? . . . on Judgment Day what do you amount to?”  
In the retail outlet at Malden Mills among the colorful bolts of cloth and remnants are two images that caught my attention. One was a portrait of Aaron Feuerstein made out of different colored cot- ton spools, a diffuse image made by an employee.  The other was a wall hanging embroidered by children at a synagogue school as a gift in thanks to Aaron for his support of them. What is his legacy? He is clearly loved.  Aaron is a unique businessman: He lives modestly and his heavily thumbed Bible sits on his table beside his two volumes of Shakespeare’s comedies and tragedies.  He reads them frequently. I s this a tragic tale? Maybe, but for Shakespeare’s best tragic heroes, their defeat at the hands of fate is not the end. The truth of their life lives on.   
