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More Rave Reviews for

THE EMPERORS OF CHOCOLATE

“How refreshing to read a busincss book in which not only are the plot
and characters compelling, but I can actually understand the business
they’rcin. . .. In the very engaging business saga The Emperors of Choco-
late, Joél Glenn Brenner tells the story of America’s two great chocolate
makers.” — Newsday

“A remarkable book. . . . Joél Brenner slices through much of the
secrecy that has encased the history and inner workings of Mars and
Hershey since their origins around the turn of the century. Brenncr
dclivers an engaging and authoritative look inside the two candy king-
doms and draws memorable portraits of the remarkable men who cre-
ated the American chocolate industry. . . . Above all, the book is a
bravura performance of reporting.” —Chicago Tribune

“A fascinating behind-the-scenes look at America’s candy giants. . . .
While Brenner’s book brims with historic and financial facts, juicy family
legends, and cutthroat business ploys, it’s also dotted with pop culture
and little-known facts about the two companics and their entrepreneur-
ial founders. . . . Willy Wonka this isn’t.”—Denver Rocky Mountain News

“Since the 1920s, [Hershey and Mars] have battled to feed the nation’s
swect tooth. . . . Thanks to Brenner’s sleuthing and her lively book, The
Emperors of Chocolate, the rest of us can get some idea of what’s been

going on all these years.” —Boston Globe
“There is much to savor here. . . . Brenner has actually found an unusual
industry—one that stands out both because of its sweet image and
somewhat sour reality.” — Business Week

“No one, I predict, will finish The Emperors of Chocolate without suc-
cumbing to the urge to go out and buy a chocolate bar. . . . The Emper-
ors of Chocolate is both fascinating and tantalizing as business history and
as a biography of everybody’s favorite treat.”  —S8tz. Petersburg Times

“Joél Glenn Brenncr has pulled back the wrapper on the war between
Hershey and Mars. . . . In many ways, Hershey and Mars werc as alike as
they were different. Above all, as Emperors shows, they werc relentless



marketers. . . . Both men’s legacies live on, as this insightful, detailed
account shows.” —Philadelphia Inquirver

“The Emperors of Chocolate is an easy business history, certainly the only
one I’ve rcad that made me mentally search the house for overlooked
candy. Brenner is not only dealing with a subject we’ve all had some

expericnce with, but it is most often the story of people. . . . All told,
Emperors will give you new appreciation—and a taste—for all that goes
into a candy bar.” — Detrost Free Press

“Following the normal bell curve that you find in almost any part of life,
most business books are so-s0, a few are sub-par, and a few are really
great. The Emperors of Chocolate is one of those business books where
you walk away satisfied that you’ve picked up some interesting and
useful insights into an industry. . . . Overall, this is an cxcellent intro-
duction to the U.S. confectionery industry and a fine historical work.”

—The Motley Fool, “Fool on the Hill”

“A classic look at a pair of American busincsses. . . . The Emperors of
Chocolare is as accessible a book on business as has come down the pike
in a good while, and the sweet subject is certainly easy to warm to. .

Oh, and I bet you can’t ¢at just one chocolate bar while reading the
wholc thing.” —Cincinnati Post

“A good, galloping read. . . . Brenner, a former Washington Post
reporter, obtained unprecedented access to the hyper-secretive Mars
while preparing a profile of the company. This reportorial coup, along
with her subsequent rescarch on the only slightly less secretive Hershey,
gives Brenner’s book admirable depth.” —Baltimore Sun

“The Emperors of Chocolate are rich characters. . . . Brenner’s book on the
chocolate industry is resonant with details of the industry’s personali-
tics.” —Houston Chronicle

“Forrest Mars and Milton Hershey effortlessly hold center stage in this
supcrb study of their competing candy companies. . . . Brenncr has pro-
duced a stellar work of corporate history.”

— Publishers Weekly (starred review)

“A finc business history and probably the best look ever at the reclusive

empires spawned by Frank Mars and Milton S. Hershey. . . . All told, the

book satisfics far better than a Snickers, and without the calories.”
—American Way Magazine
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C/' LD 1T WASN'T simply an ordinary enormous choco-
late factory, either. It was the largest and most famous in the
whole world! . . . And what a tremendous, marvelous place it was!
It had huge iron gates lcading in to it, and a high wall surround-
ing it, and smoke belching from its chimneys, and strange-
whizzing sounds coming from decp inside it. And outside the
walls, for half a mile around in every direction, the air was scented
with the heavy rich smell of melting chocolate!

Twice a day, on his way to and from school, little Charlie Bucket
had to walk right past the gates of the factory. And every time he
went by, he would begin to walk very, very slowly, and he would
hold his nosc high in the air and take long deep sniffs of the gor-
geous chocolatey smell all around him.

Oh, how he loved that smell!

And oh, how he wished he could go inside the factory and see
what it was like!

—RoALD DAHIL,
Charlie and the Chocolate Factory
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(/his book began in the summer of 1989 with a routinc assign-
ment from my editors at The Washington Post. The task: to write a fea-
ture story about Mars, Inc., detailing the company’s response to
Hershey’s emergence as the nation’s No. 1 candy maker. | knew nothing
about the huge candy company located just outside the nation’s capital.
I hadn’t realized Mars was a family-owned business, nor was I aware of
its obsessive, secretive nature. The files on Mars in the Post library were
as thin as candy wrappers. The patriarch of the company, Forrest Mars,
Sr. (sometimes called the Howard Hughes of Candy), had granted only
onc press interview in his lifetime, and that was to a trade journal back
in 1966. The only other contact with the media had been in 1981, when
Mars invited Washington Post reporter Thomas W. Lippman to its M&M
plant in Hackettstown, New Jersey. In an interview with Mars cxecutive
Howard L. Walker, Lippman learned a few of the fascinating secrets that
had made Mars one of the most successful companies in the world.

Mars had agreed to talk with Lippman in response to a barrage of
criticism launched at thc company after it increased candy bar prices.
Hershey Foods Corp., Mars’s chief competitor, had called the price
increase “unjustified,” and Forbes magazine had attacked the “brazen”
price increase as the act of a “greedy monopolist.” And so the company
lifted its veil of secrecy ever so slightly, in a rare attempt to justify its
actions to the public. As Mars made clear, however, the interview with
Lippman would be a onetime cxception to the company’s closed-door
policy.

Thus, when I set out to learn about Mars, it was no surprise that my
initial phone calls went unreturned. When I asked to speak with a com-
pany representative, the rcceptionist at Mars headquarters in McLean,
Virginia, politely responded, “I’m sorry, we don’t do that.”



It took more than a year of cajoling and persuading to convince Mars
officials to cooperatc with me. The first break came when a source I dis-
covered in Lippman’s notes gave me the direct phone number to Mars’s
corporate counsel, Ed Stegemann, saying if [ wanted to get to the Mars
family, Stegemann was the gatekeeper. Stegemann and T had dozens of
brief phone conversations. In cach, he made the same basic point: We
don’t talk to the press, so why do you keep calling me? Stegemann’s “coop-
eration” went only so far as directing me to the public relations firm of
Parker/Vogelsinger, which occasionally consulted for Mars.

My lunch with Barbara Parker and Sue Vogelsinger, in the fall of
1989, was a strange expericnce. For more than two hours, they inter-
viewed mc, asking the kinds of questions I would normally ask of them:
Where was 1 born? Where did 1 go to school> Wliy liad 1 become a jour
nalist? What was my motive in pursuing the Mars story? What, they
wanted to know, was I really after?

I told them [ would not write a story without Mars’s cooperation—
that is, I would not rcly solely on the tales and rumors told by competi-
tors and ex-employees. But I also told them I wasn’t going to go away.
During the months that followed, we played a game of chicken: Stege-
mann, Parker and Vogelsinger waited to sce whether I would write my
story without their help—or better yet, give up; I waited for them to
realize that it was in Mars’s best interest to talk to me.

Meanwhile, I called each of them, every week, to repeat my request
and once again state my case. As I told Stegemann, “If you like the story,
you can send out reprints and reject all future inquiries on the grounds
that ‘the story has alrcady been done.” If you hate it, you can say, ‘We
cooperated once, and look what it got us.””

It was January 1990 when Stegemann called my office and invited me
to Mars’s headquarters for lunch. Over sandwiches from the deli—which
Mars associates facetiously refer to as the “exccutive dining room”—I
reiterated my desire to write a fair, accurate and thorough account of the
Mars business. My importuning echoed the desires of many Mars exec-
utives, who believed the company had long been treated unfairly by the
press and thought Mars should break its silence to correct the myths and
misconceptions that had always gone unchallenged. At Stegemann’s
urging, the company’s co-presidents, John Mars and Forrest Mars, Jr.,
cventually came to agree.

Over the next two years, I was given full access to the company’s
operations around the world. I interviewed more than 150 people inti-
mately involved with the company, from newly hired associates in
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Prague to company scientists in England and thirty-year veterans in
McLean. I toured dozens of offices and factories in the United States,
England, France, Germany, Denmark, Norway, the Netherlands and
Czcchoslovakia. T was given access to the Mars family’s personal archives
and the company library, and allowed to interview—for the first time
ever—John and Forrest Jr., who run the company today.

I found a world as peculiar as that depicted in the Roald Dahl fantasy
Charlie and the Chocolate Facrory. The company bears the indelible mark
of its patriarch, Forrest Mars, Sr., whose idiosyncratic management phi-
losophy has helped Mars become onc of the most productive and prof-
itable privatcly owned companies in the world. The resulting story in
1he Washington Post Magazine attracted national attention and won sev-
cral awards. It also outraged the Mars family, who promptly closed their
doors to me and haven’t spoken to a reporter since.

But this was just the beginning of what I discovered on my journey
into America’s candy companics. In my reporting on Mars, I discovered
a fact that puzzled and intrigued me. It seemed that Mars’s best-sclling
candy, M&M’s, had actually been developed in a cooperative venture
between Mars and its archrival, Hershey. No one at Mars provided any
derails, except to say that one of the Ms in M&M stood for R. Bruce
Murrie, the son of Hershey’s longtime president. I knew that some-
where in the tangled relationship between Mars and Hershey lay the true
story of both companies, and I knew that it would take a book to tell the
remarkable tale of America’s great chocolate empires.

I spent much of the next two years in Hershey, Pennsylvania, trying
to learn as much about Milton Hershey’s legacy as 1 had about Forrest
Mars’s. Although Hershey stock is publicly traded, the company is
almost as sccretive as Mars. In fact, John Long, Hershey’s director of
corporate communications, cited the competition with its privately held
nemesis as the primary reason for Hershey’s furtiveness. “They don’t
talk a lot about their business,” said Long. “Why should we?”

Hershey refused to permit interviews with current personnel, apart
from a onc-hour intcrview with CEO Kenneth Wolfe. All other ques-
tions were directed to former CEO Richard Zimmerman and to the
Hershey Community Archives, administered by Pamela Whitenack—an
employec not of Hershey Foods but of the M.S. Hershey Foundation.
The history of Hershey detailed here is based largely on Whitenack’s
archival collection and on my own interviews with more than fifty tormer
Hershey employces. Dozens of others still associated with the company
also agreed to talk, providing their identitics were kept confidential.
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Of course, there is an industry beyond the two behemoths, and 1 also
visited many smallcr competitors, from Ferrara Pan Candy Co. and
Tootsic Roll Industries, Inc., to Henry Heide Candies, Inc., and Brook-
lyn’s JoMart Candies. I talked to food brokers and cocoa merchants and
chocolate historians, and gained a new perspective by doing several free-
lance assignments for the PR firm that represented the National Confec-
tioners Association. I interviewed nutritionists and botanists, food
chemists and famous chefs, and even attended “chocolate school,” an
annual two-weck seminar at the University of Wisconsin, where industry
workers learn the science behind chocolate and candy manufacturing,. 1
heard stories of industrial spies and paranoid executives, legends about
the mystical powers of chocolate and tales of corporate competitivencss
that put the cola wars to shame. It was a story as rich and compelling as
chocolate itsclf.

But as I researched, it was not the business strategies or product
innovations or hidden secrets that kept my attention; it was the extraor-
dinary characters behind the candy bars we take for granted. Milton
Hershey, it turned out, was every bit as captivating a personality as For-
rest Mars, Sr. Both men were driven by fantastical dreams: Mars by
dreams of empire, and Hershey by dreams of utopia. Hershey wanted to
create not just a company but an industrial paradise, and after making an
immense fortune he promptly gaNe it all away. Few realizc that the Mars
family is one of the wealthiest in the world, but even fewer know that
Hershey profits support the world’s richest orphanage.

These two emperors of chocolate stand for something important in
Amcrican business history: innovation and imagination and individual-
ity. They built empires from dreams, and those cmpires continue to
beguile and enchant us, and make our mouths water.

xii o Autnor’s Note
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BAR WARS

HERSHEY AND [MARS BOTH SUPPLIED
U.5. TROOPS WITH CANDY DURING
WoRLD WAR H, TRUMPETING THEIR
EFFORTS IN PROMOTIONS ON THE
HOME FRONT,

FMARS, INC., FACTORY QUTSIDE AMSTERDAM,
Jury 31, 1990, JusT BEFORE MIDNIGHT

-

t/uﬁo LEENDERS HADN’T moved from his desk all day.
He just sat there, stiff and silent, his eyes riveted to the sleek black
telcphonc in front of him as if his gaze could convince it to ring. He
thought the phone call would have surely come through by now.
After all, three days had passed since he left his first message for Omar
Sharir,! the twenty-seven-year-old manager of Mars’s Middle East
operations. Sharir, a marketing man and fresh recruit Leenders had
sent to the region only six weeks carlier, was supposed to be living at
the SAS Hotel in Kuwait City while looking for permancnt housing
and becoming familiar with the sales territory. But no one at the SAS
had seen him for days.




Teenders had left a half-dozen messages with the hotel operator and
had even sent the SAS manager to check Sharir’s room, but nothing
sccmed out of place. Nevertheless, Leenders was worried. Sharir was
green and arrogant. Born in Egypt, he spoke fluent Arabic though he had
lived most of his life in London. 1.eenders knew Sharir was a savvy sales-
man, but he wasn’t sure the freshman was rcady for a big assignment like
Kuwait, where he was to oversce and expand the company’s Persian Gulf
business. Forrest Mars, Sr., the now-retired patriarch of the Mars empire,
sceded this territory in the late 1960s, hiring locals to distribute M&M’s,
Snickers bars and Uncle Ben’s rice to Arab shopkeepers. Now, some
twenty years after the Old Man sold his first chocolate bar in the desert,
the gulf region accounted for more than $40 million in sales annually,?
with Kuwait and Saudi Arabia the leading markets.

Sharir’s job was to keep it that way.

His first priority: to convince Kuwaiti merchants to devote precious
store space to a new candy bar display, specially designed by Mars engi-
ncers. The new display case looked like any ordinary shelf unit, but it was
refrigerated, allowing merchants to prominently display Mars chocolates
in the heat of the day while the competition’s candy stayed buried in the
freezer in the back of the store—a distinct advantage for Mars. Sharir
was supposed to persuade shopkeepers to make room for the new units
by proving that sales of Mars products would be more profitable than
sales of chips or sundries, which already crowded the shelves, Sharir was
expected to report on his progress daily, but he hadn’t called Leenders
in Amsterdam since the previous week.

Now, at 2 A.M. local time, Leenders was giving up hope. If Sharir
didn’t rcach him by late morning, he would have to call Mars headquar-
ters in McLean, Virginia, and report the young man’s disappearance.
The thought made him cringe, like he’d caten a picce of sour candy.

NEXT DAY, MCLEAN IHHEADQUARTERS,
JUST ouTsine WAsHINGTON, D.C.

Edward J. Stegemann was worried and everybody knew it. The finessc
and poise that were typical of the well-dressed corporate attorney had
vanished in a frenzy of scowling and pacing and barking.
“Damn it,” he yelled across the open office, his remark aimed at no
one in particular and, at the same time, at everyone in the room. “Shit.”
For three weeks now, Stegemann had closcly monitored the growing
political crisis in the Persian Gulf. On July 17, when Iraqi president
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Saddam Hussein gave his “Revolution Day” speech, a rousing oratory
peppered with attacks on neighboring Kuwait, Stegemann received a
personal translation of Hussein’s ficry prose from the intelligence unit at
Mars Electronics, a division of the company that, among other things,
gathers information on political activities around the world that might
affect Mars operations. While Hussein’s verbal assault piqued Stege-
mann’s interest, he wasn’t deeply disturbed by it; Hussein was known to
be a hotheaded fanatic, and Stegemann, like most of the world, had
regarded the speech as bluster.

It wasn’t until July 24—when two Iraqi armored divisions massed on
the Kuwait border-—that Stegemann became concerned enough to tele-
phone friends at the State Department to get the inside track on the
Iraqi dictator’s intentions. Stegemann reminded his contacts—men he
knew from his previous career as a U.S. intelligence agent®>—that Mars
had a rapidly expanding business in the Persian Gulf. The company, he
said, would do whatever was necessary to protect its investment in the
region, which included two full-time Mars executives, a state-of-the-art
distribution warchouse in the free port of Jebel Dhanna in the United
Arab Emirates and an extensive network of local candy brokers who dis-
tributed Mars products in six gulf states.

If trouble was brewing, he told his State Department sources, he
needed to know.

But Stegemann’s contacts had informed him, just as the government
had informed the media, that there was no cause for concern. The Iragi
president promised he would never attack Kuwait, and on July 25, Hus-
scin had personally told the U.S. ambassador to Iraq that the border
tanks were meant only to intimidate.

Based on these assurances, Stegemann had advised the owners and
CEOs of Mars, Inc.—John Mars and his older brother, Forrest Mars,
Jr—to proceed with busincss as usual. The brothers did not order
Mars personncl to leave the gulf region; just the opposite, additional
Mars managers werc flying to Saudi Arabia from London right now for
a regularly scheduled meeting on marketing strategy for the coming fall
season. The ream would arrive in Riyadh, the capital of Saudi Arabia, in
a matter of hours, just after Stegemann received word from Leenders
that Sharir was missing.

“Christ,” Stegemann moaned into the telephone as he listened to
Leenders’s report. “This is just great.”

“I’ll keep trying to reach him,” lLeenders assured the corporate coun-
sel in McLean. “I’ll send a distributor to look for him.”

Bar WaARs e
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“You do that,” Stegemann barked. “Now!”

But less than twenty-four hours after Stegemann ordered the scarch
for Sharir, Saddam Hussein did the unthinkable, sending his troops to
invade Kuwait. Without hesitation, the United Nations Security Coun-
cil and President George Bush denounced the invasion and demanded
the immediate, unconditional withdrawal of Iraqi forces. ‘The United
Statcs froze Iragi and Kuwaiti assets and banned all trade and financial
relations with Hussein. On August 3, Iraq said it would withdraw troops
from Kuwait within two days, but when the deadline came, hundreds of
Westerners were detained in Kuwait City or taken to Baghdad instcad.
No one knew if Sharir was among them.

“We phoned and phoned, and he never returned our calls,” I.eenders
said. “Finally, SAS International told us he was gone. He had left the
hotel. We said, ‘Bloody hell, where is he?” That was the hotel where all
the internationals were staying . . . but he wasn’t there.”

Leenders called the Egyptian secrct police, hoping they might help
in the search as Sharir was an Egyptian citizen. He also sent telegrams
directly to Baghdad demanding Traq releasc all international citizens
from Kuwait, which on August 8 was “annexed” by its Iraqi invaders.
Leenders pleaded with the British Embassy, the American Embassy and
the Egyptian Embassy for news of his missing colleague. But for four
weeks, there was no word. Not a message or a rumor. Nothing.

o

Q%ke Davies couldn’t imagine what had happened to Sharir, but he
didn’t have much time to think about it. What began for him as a regu-
larly scheduled marketing meeting in Riyadh had turned into a night-
marish cffort to save Mars’s Middle East operations from collapse. All
channels leading into the gulf had been blocked by the U.S. Navy; com-
munication with anyonc in Kuwait was impossible for those not in the
military; journalists from around the world were swarming around the
King James Hotel, where Davies and the other Mars managers were
staying, making it impossible for the Mars exccutives to send even a
simple fax to McLean because the machines were so jammed. It was a
circus that threatened the cntire business.

If Mars couldn’t get its products into the region and distribute them
as usual, the record-breaking sales year that Davies had envisioned
would be lost. What’s more, the company’s relationships with local
shopkeepers and candy brokers, carefully cultivated over decades, could
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be severcly damaged. That would make it impossible for Davies to
expand Mars sales in the future. And that could ultimately cost Davics
his job.

“Saudi was fifty percent of the business; Kuwait was twenty-five per-
cent,” Davics recalled. “We had to turn the whole thing into an oppor-
tunity or ¢lse.”

As Iraqi troops prepared for a showdown, marching closer and closer
to the Saudi border, Davies and the rest of the London team hurriedly
sct up a crisis management center in a conference room of the King
James. The posh, Europcan-style hotel was quickly becoming a head-
quarters for every major media outlet in the world, including CNN,
which was mesmerizing America with its frontline, twenty-four-hour
coverage of the events unfolding in the gulf.

But the men from Mars were oblivious to all of this; their mission, as
spelled out by headquarters, was to protect the Mars franchise—to sell
Mars bars, Milky Ways, Starburst Fruit Chews and Uncle Ben’s rice to
anyonc who could possibly use the products during the standoft.

In just a few days, Davies and his team plotted a new marketing cam-
paign aimed at increasing Mars sales throughout the region. They code-
named the operation “SuperSavers,” and Davies personally traveled to
Bahrain, Qatar and the UAE to launch the program.

“We told the trade [distributors and shopkecpers], ‘We know times
are tough, the future is uncertain, but our products are the market lead-
ers in their category.

““You know that if you buy our products you can sell them quickly—
you don’t have to tie up your money in inventory you can’t sell. . . . We,
as a company, are prepared to stick by you. We are here for the duration,
and we won’t abandon you in this time of crisis.’”

Other than the pitch, the program was basic: special rebates, coupons
and price breaks to merchants. For example, a 10 percent discount on
the invoice price of Uncle Ben’s or a free case of candy bars for every ten
cases purchased.

As sales orders rolled in, Davies next turned his attention to the mil-
itary, where the big bucks were at stake.

Mars products were necessary foodstuffs, critical in a time of war, he
told the U.S. Army Command Center, which was overseeing the flow of
hundreds of warships, aircraft carriers, supply barges and troop carriers
to the gulf. Candy bars might scem secondary to B-1 bombers and Black
Hawk helicopters, but, Davies told the generals, “Snickers bars are just
as necessary as weaponry.” After all, none of the countries participating
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in Operation Desert Shicld, as the initial maneuvers came to be known,
had time to establish supply lines before sending troops to the region.
Mars was the only company to operate an air-conditioned distribution
warchouse and control an enormous flect of refrigerated supply trucks,
a boon to the troops who were being scattered throughout the 400,000
squarc miles of Saud: Desert.

Overnight, Mars received permission to continue shipping its prod-
ucts, and as President Bush drew a line in the sand and authorized the
first call-up of military reserves in more than two decades, Mars began
loading candy bars, instant rice and ice cream onto barges headed for
Jebel Dhanna.

“We were supplying both the U.S. and the British military, and the
Saudis,” said Davies. “We were one of the only companies—if not #he
only company—where the U.S. military camc and actually inspected our
warchousing facilities and checked it all out and qualified us as an autho-
rized supplier.”

But, for Mars, the real war had only just begun.

o

th was Hershey Foods Corp.—not Mars—that held the prestigious
reputation for serving as the U.S. military’s chief candy maker. Although
Mars worked closely with the U.S. Army in the carly 1940s, placing
M&M’s in C rations during World War II, Hershey’s relationship with
the Pentagon extended back more than cighty years.

The maker of America’s best-known candy bar—and Mars’s archen-
emy—first supplicd candy to U.S. soldiers in 1914 at the outbreak of
World War . After the war was over, the company’s chemists and food
technologists continued to work closely with the U.S. quartermaster
general to develop high-cnergy chocolate rations that could sustain the
GIs when they had nothing else to eat. The result was the famous Field
Ration D, a nutrition-packed “subsistence” chocolate made from a thick
paste of chocolate liquor, sugar, oat flour, powdered milk and vitamins.
Although the bar tasted nothing like a typical Hershey bar, it could with-
stand temperatures of up to 120 degrees Fahrenheit and contained 600
calories in a single serving. The bar was the first to be sealed in cello-
phane to keep it fresh; it was protected from heat and humidity by a
brown cardboard box coated with wax. The entire package could be
immersed in water for an hour and remain unspoiled, just as government
regulations required.*
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In 1942, when the United States entered the war against Germany and
Japan, the military ordered Hershey to commence full-scale production
of the new ration bar, and for the next four years the Hershey plant op-
erated around the clock, seven days a week, churning out half a million
Ration D bars per shift. At the time, the factory was considered the most
modern chocolate manufacturing facility in the nation. The plant was so
efficicnt it supplied nearly every candy company in the country—includ-
ing Mars—with chocolate to manufacture candy bars.

“When you ate Snickers or M&M?’s in those days, you were cating
Hershey’s chocolatc,” boasts Hershey archivist Pamela Whitenack. “It
might have been a Mars candy bar, but it was our chocolate that madc it
taste so good.”

By Hershey’s estimate, the 1.5-million-square-foot plant provided
more than 75 percent of the nation’s cating chocolate. The factory was
the only one in the United States equipped with continuous cocoa bean
roasters, industrial-sized mixers, automatic molding machines, wrapping
machines and partly automated packaging equipment. None of this ma-
chinery, however, helped much when it came to producing the Ration
D, as any old-timer in Hershcey will tell you.

“It was like clay when we got it from the mixing room,” remembers
Leonard Hoffman, who worked on the production line. “You had to
shovel it into huge bread dough mixers and cool it down, then it became
more like putty.

“God knows what all was in that bar—I happened to find out the
hard way how nourishing it was. When I was cooling it, I would reach
into the mixer and make a little ball about the sizc of a marble and put it
in my mouth. Funny, I was never hungry—used to take my lunch home
with me every day.”

Philomena Castelli, one of hundreds of women who kept the Her-
shey plant running during the war, recalls the physical strength required
to keep thc line running smoothly: “That bar could kill you if you
weren’t careful. It got stuck to the molds and the rest of the machinery,
and you had to go in therc with your hands and dig it out. But we did it
becausc we knew the GIs needed chocolate. They needed Hershey to
win the war.”

Castelli and others of her generation still talk of the day in 1942 when
the quartermaster general himself came to Hershey to present the com-
pany with the military’s highest award for civilian contributions to vic-
tory. Every Hershey worker received a pin commemorating the award.
Castelli still wears hers, a tiny gold-toned E for Excellence.
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By the time the war was over, Hershey had earned four more military
citations and had supplicd more than one billion rations to U.S. sol-
diers—a feat that turned Hershey into a household name. From 1945
on, the Hershey brand was synonymous with chocolate to the U.S. con-
sumer. Purchasing a Hershey bar became as patriotic as reciting the
Pledge of Allegiance. The candy was as American as baseball, as popular
as the Fourth of July.

Of course, Hershey products had gained national attention cven
before the war. With much fanfare, Hershey bars were carried to the
Antarctic in 1928 and again in 1932 by adventurer Admiral Richard
Byrd, who subsisted on the candy as he led the first expeditions through
the frozen tundra. But it was WWII that made Hershey famous around
the world—and that established the company as the military’s chief
candy supplicr, a position Hershey was ill-prepared to give up.

So, as the battleships Wisconsin and Missouri steamed toward the Per-
sian Gulf in the fall of 1990, Hershey chairman and CEO Richard A.
Zimmerman ordered his chemists to determine whether full-scale pro-
duction of a new ration bar would be possible. Code-named, appropri-
atcly, the Descrt Bar, the new candy was to be Hershey’s contribution to
troop morale, a familiar taste of home amid the scorching Saudi duncs.

The Descrt Bar, Hershey declared, was a tremendous advance over
the Ration D, which had served the military through the 1970s. It tasted
just like an original Hershey bar but could withstand temperatures up to
140 degrecs Fahrenheit. Instead of liquefying in the heat, the Descrt Bar
turned soft and fudgy, a breakthrough in chocolate technology that took
decades of intense research to perfect.

Zimmerman boasted that except for egg whites—which were used to
help alter the melting point of the chocolate—the Desert Bar contained
the same ingredients as a piece of ordinary candy. “That’s why you
cannot notice a real difference in the taste,” he explained. But he refused
to say anything more about how the bar actually withstood the heat.

“That is our secret,” he told the Associated Press. “It’s a special tech-
nology that we simply cannot share.”

Wt that it is difficult to produce a non-melting chocolate; Hershey
had solved that riddle long ago by simply replacing the cocoa butter in
the Ration D with a fat that could withstand extremely high tempera-

/0

e Tue Errerors of CHOCOLATE



tures. The problem was that the substitute fats always made the choco-
late tastc terrible, like eating a mixture of wax and chalk.

Chemically speaking, what makes chocolate so unique and irresistible
is that its melting point is slightly below body temperature. Hold a
chocolate bar in the palm of your hand and it becomes a goocy mess.
But place it on your tongue, and instantly, you’re overwhelmed with
mouthwatering delight. That’s because the cocva butter dissolves first
and distributes the rest of the chocolate ingredients over the taste buds
in quick succession, starting with the sugar. Remove the cocoa butter
and the entire cating expcrience is altered.

The puzzle for Hershey and the rest of the industry was how to pre-
serve the quality of real chocolate while still protecting the candy from
the devastating effects of the sun. The payoff for such a discovery was
potentially enormous, since some 30 percent of the Earth is plagucd by
high temperatures year-round, and at any given time, one-quarter of the
rest is sweltering in summer heat.

Before the advent of air-conditioning, chocolate manufacturers could
not cven conceive of selling chocolate bars in climates such as these.
When tempceratures climbed above 78 degrees Fahrenheit, the meliing
point of cocoa butter, Hershey, Mars, Nestlé and others simply shut
their doors and halted production until the return of cooler weather.
Selling candy in the Saudi Desert was completely out of the question.
When Willis Carrier invented the dehumidifying system that made
modern air-conditioning possible, he forever changed the way choco-
latiers did business, opening up markets around the globe. But even he
couldn’t solve all of the manufacturers’ problems. Every year, tens of
millions of dollars in chocolate products are ruined because of ¢lectrical
outages, coolant failures and penny-pinching shopkeepers who refuse to
keep their cooling systems running through the night. In the Third
World, where air-conditioning is rare, chocolate is as scarce as cver.

But if a manufacturer could overcome these barriers, billions of dol-
lars in new candy bar sales would be there for the taking. Hershey and
other chocolate makers salivated at the thought.

During the 1980s, the industry poured millions of dollars into cocoa
butter research. Chocolate manufacturers endlessly tested new fat com-
pounds and fiddled with new fat combinations. They studied how fats
dclivered the flavors in a chocolate bar and experimented with hundreds
of different methods of altering the melting point of the cocoa butter
itsclf. Many scicntists believed the answer was hidden inside the cocoa
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bean, the source of cocoa butter and the intense liquid chocolate “liquor.”
Still others were devoted to the theory that some outside component, a
fake fat or some other ingredient, was required to solve the riddle.

In 1987, the first breakthrough came, not [rom a chocolate manu
facturcr, but from a small rescarch firm in Morris Plains, New Jerscy,
called Food-Tck, Inc.® The company’s president, Gil Finkel, was a pio-
neer of chewy cookies and strudel, and he had been working on a non-
melting chocolatc recipe for almost a decade. His patent was the first to
involve technology that rearranged the molecular structure of the cocoa
butter to make it more stable.

But the intital chocolate made with Food-Tek’s technology was less
than dazzling to the industry’s lcaders; at the time, some chocolate
cxperts thought it tasted too waxy, like paraffin. Food-Tek managed to
license the product to companics in Japan and Europe, as well as some
in the U.S., but by ecarly 1988, only one of the licensees, in Southcast
Asia, had brought a product to market.

In May 1988, scicntists at the Battelle Memorial Research Institute in
Switzerland followed up Finkel’s discovery with one of their own,
announcing in May 1988 that seven years of research had culminated in
“a chocolate that not only doesn’t melt in your hand, it hardly melts
anywhere clse.”¢

A spokesman for the institute, which conducts research in commer-
cial fields for itsclf and for a variety of clients, declared that the new
chocolate tasted just like real milk chocolate and could withstand tem-
peratures up to 100 degrees Fahrenheit.

“For the average consumer, the difference is not noticeable in the
mouth,” said Battelle’s William McComis the day the discovery was made
public. “Only a chocolate connoisseur might notice that it melts slower.””

Despite those claims, Hershey scientists publicly pooh-poohed Bat-
telle’s development, which involved rearranging the fat molecules in the
cocoa butter to make it heat resistant. A spokesman for Hershey said of
Battelle’s discovery: “We’ve been checking out similar technology for
years, and it just doesn’t satisfy our concerns for quality.”® Others in the
industry, including Mars, also downplayed the announcement, saying
Battclle’s chocolate could never measure up to the real thing.

But privately, chocolate manufacturers around the globe werc reeling
from the news.

According to a former scientist at Battelle’s U.S. headquartcrs in
Columbus, Ohio, the day The New York Times ran a story about the dis-
covery, the phones never stopped ringing.
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“Everyone wanted a piece of it,” said the scientist, who asked not to
be identified for fear of being blacklisted by the industry. “The competi-
tion got very ugly,”

As firms frantically negotiated to license Battelle’s technology, a black
market for information about the discovery quickly emerged.

“The rumors werce flying,” recalled the scientist. “How did we do
this? What was the new twist? Did it really taste like chocolate? Everyone
wanted to know.

“There were all kinds of stories floating around about how we had
manufactured it, the chemicals we used, the processes we had perfected.
I remember being cornered at a research convention in Geneva by guys
from Mars and Hershey who were firing questions left and right. Some-
body even showed me a Xeroxed report of what was supposed to be the
secret to our discovery. 1 was blown away.

“Of course, none of it was truc, but I think a lot of pcople spent an
awful lot of time and money trying to chase down the rumors and dupli-
cate our success.”

Tension in the industry mounted as firms tried to figure out who had
access to the technology and who did not. Some companies, like Nestlé,
decided not to join the race, believing that heat-stable products were of
limited value because no matter how “rcal” they tasted, they would
never have the “mouthfeel” of an original chocolate bar.

But Hershey’s management strongly disagreed. If the chocolate
tasted good cnough, they believed there was a solid market for it, espe-
cially in the southern half of the United States, where chocolate con-
sumption has always lagged bchind the rest of the nation. If nothing
else, Hershey marketers thought, the product had potential for use in
the military, a prospect that could prove extremely lucrative in the long
run. So, secretly, a team of Hershey scientists joined with Battelle’s
researchers. By the fall of 1990, just as the buildup of troops in the Per-
sian Gulf began, they were ready to test their creation.

As U.S. military troops gathcred strength at the border with Kuwait,
Hershey blitzkricged the media back home with news of its break-
through. In a not-so-subtle jab at Mars, Hershey’s press releases, news
conferences and radio announcements all hailed the company’s triumph
over the elements by “developing a candy bar that melts in your mouth,
not in the sand.” In December 1990, just before the ground war
erupted, Hershey shipped 144,000 of the onc-ounce milk-chocolate
bars to the troops free of charge, making the evening news all across the
country. In the following weeks, picturces of soldiers eating the candy
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bars showed up in Life, People and Newsweek magazines. Small-town
newspapers even went so far as to include testimonials from soldiers who
had tasted the bars in their “news from the war zone” columns.

“I'he media was just eating this up,” remembers Lisbeth Echeandia,
publisher of Confectioner magazine, a prominent industry journal. “To
have a candy bar reccive this much press attention was absolutely
unhcard of, a rcal coup.”

By the time Hershey shipped another 750,000 bars to the gulf in
February, the Desert Bar was being trumpeted on the home front as a
rcal war hcro, the perfect boost for the bored and homesick soldier.

On the front lines, however, it was an entirely different story.

2

&(—)m the port of Jebel Dhanna in the UAE, Mars was commanding
the supply of candy to the gulf forces, with Davies and his salesmen
going to extremes to protect the company’s distribution lines.

While businesses worldwide were pulling their exccutives out of the
region, Davies and a handful of other Mars workers “volunteered”—in
typical Mars fashion—to remain in the gulf throughout the conflict.
(They were never specifically required to make this sacrifice; the corpo-
ratc culture simply left them litde choice.)

Explained Davies: “We wanted to ensure that our products cleared
the ports and got distributed throughout the region. We felt that the
only way to do that was to stick around.” Or get fired.

Apparently, Omar Sharir agreed. Although his colleagucs at Mars
feared they would never again hear from the company’s Kuwait repre-
sentative, five weeks after disappearing from Kuwait City Sharir surfaced
in Jordan, a bit shaken but in good health. The young businessman told
Davies he had decided to escape as soon as he heard that Iraqi troops
had assemblcd at the border. For more than a week, he hid in a basement
in Kuwait City. After [raqi troops overran the country, he disguised him-
self as an Arab bedouin and traveled 350 miles to Baghdad, straight into
enemy territory, so as not to arouse suspicion. Armed with his Egyptian
passport, he then made his way to Jordan, where he stayed with a child-
hood friend until it was safe to travel to Riyadh and rejoin the Mars
team.

The result of efforts like Sharir’s were clear. On Thanksgiving Day
1990, frozen Snickers bars nestled against the turkey and reconstituted
mashed potatoes on every U.S. soldier’s plate. Mars products were avail-
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able at cvery military Post Exchange, while Hershey products were
nowhere to be found.?

“I know Hershey made a big song and dance about their desert prod-
uct, and I’ve actually seen one and tasted onc and had a look at it,” said
Davies. “But I had everyone scarching Saudi Arabia for it, and we never
found one.”

Quietly, Mars had actually been supplying the troops with its own hcat-
resistant products—M&M’s and Galaxy Block Chocolate—which were
being manufactured in Mars factories in Australia and England. Although
Mars’s formula for these chocolates diftered slightly from Hershey’s, the
products were based on the same technology developed by Battelle.

“The troops loved ’em,” said Davies. “They were eating our hcat-
resistant M&M’s faster than we could ship ’em.”

Eventually, news of the competing products reached Hershey, Pennsyl-
vania, where CEO Richard Zimmerman was working frantically to secure
busincss from the military. In a last-ditch eftort to carn the Pentagon’s loy-
alty, Zimmerman decided in the summer of 1991 to switch combat zones:
On Memorial Day weekend, Hershey rolled out the Desert Bar to the
American public, seizing on the patriotic zeal that had overcome the coun-
try. Cases of Desert Bars flooded the nation’s supermarkets and drug-
stores, where Americans eager to support the troops snatched them up.

“It was a novelty,” noted Echeandia. “Everybody wanted to test it to
see if it would melt. It got Hershey a lot of notice, although it never
became a really big seller.”

But while Hershey was clearly winning the PR war at home, it was
Mars that had captured the attention of the U.S. brass. When the Pen-
tagon called for bids on a contract for 6.9 million non-melting chocolate
bars in August 1991, Mars won thc business.

Just days after the contract was awarded, however, the U.S. Gencral
Accounting Office (GAQ) suspended it. Hershey, it scemed, was not

rcady to surrender.

Ugs Paul Licberman read through the inches-thick file that had landed
on his desk earlicr that morning, it was all he could do to kecp from
laughing. As an attorney for the General Accounting Officc—the inde-
pendent agency established by Congress to investigate waste and fraud
in government—Lieberman didn’t find much humor in his job. But this
onc had him grinning.
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The military contract he was being asked to review had been awarded
ten days earlier to candy giant Mars, Inc., a company Lieberman knew
very little about. He hadn’t realized Mars was a local firm, headquar-
tered just twenty minutes from his office near the U.S. Capitol, nor had
he ever paid particular attention to the hcated rivalry between Mars and
Hershey. So he was more than a little amused by the voluminous protest
filed that morning by three of Washington’s highest-paid attorneys on
behalf of Hershey and its Desert Bar.10

According to the filing, the Pentagon had hired Mars to produce
heat-resistant chocolate bars for 18 cents apiece. The total cost of the
contract was a mere $1.2 million—trivial by Pentagon standards and an
amount that would normally stir little controversy.

“Usually, when we get these appeals, it’s for the big moncy,”
cxplained Lieberman. “A contract of this size just isn’t worth a big fight.”

But Hershey executives felt differently. Outraged at losing the bid
and certain Mars had cheated to win it, they accused Mars of making its
chocolate bars with excessive amounts of lactose—a sugar found in
milk that is permitted only in limited amounts under the Food and
Drug Administration’s standards for chocolate. Hershey claimed its
heat-resistant candy bar met all FDA criteria; instead of cxtra lactose,
Hershey used egg whites to stabilize the chocolate, an ingredient not
specifically limited by federal standards.

Furthermore, Hershey stated, it had tested the product “believed
to be the product being offered by Mars” and found that it melted
at temperatures far below 140 degrees—the standard required by the
military.!!

“It couldn’t stand up to the heat, and we knew it,” said a researcher
from Hershey. “We couldn’t believe the Pentagon would let Mars get
away with that.”

According to Hershey’s protest, Mars’s bar also lacked the “mouth-
feel” of a “rcal commercial chocolate bar.” And, in summary, it was
“woefully inferior” to Hershey’s own product.!?

“Bottom line, Hershey was accusing Mars of selling plastic, not
chocolate,” said Liebcrman. “It was pretty harshly worded stuft.”

e

C“gt didn’t take long for all of Mars to get the news. The rumors had
spread almost as fast as the production line at the M&M’s factory could
manufacture its brightly colored candies, which came tumbling off the
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conveyors at the rate of 12 million M&M?’s per hour. By the time Ed
Stegemann arrived at his desk in McLean at 9 A.M., most everyone at
Mars headquarters was talking angrily about Hershey’s complaint. In
the heated conversations taking place around the open office, even the
way Mars employees spoke the name Hershey became an insult to the
competition—it rolled off the tongue with an extra “sh,” “Hershshey,”
like they were choking on it.

Everyone in the office believed that this time Hershey had gone too
far. Competition between the two companies—which together control
the lion’s share of the $14-billion U.S. candy market!3—was always
fierce, even vicious on occasion. But now, the Mars workers agreed,
Hershey had crossed the line to downright sleaze. Both companies had
bid for the military contract fair and square, and Mars had won. But
instead of accepting defeat graciously, Hershey was trying to steal the
prize with falsc and malicious charges.

“This is outrageous,” Stegemann fumed as he read through Her-
shey’s protest, his face turning a deeper shade of red with cach page.
“Those lying SOBs.”

Stcgemann’s frustration had been growing ever since Hershey’s
public relations department began working overtime to promote the
Decscrt Bar. While the family-owned Mars company held fast to its long-
standing policy of keeping its business activities quiet, Hershey had
stolen headlines across the country with its version of the non-melting
candy. Although hundreds of companies had fired up their production
lines to help support the U.S. desert force of nearly half a million sol-
dicrs, Hershey’s relentless PR cnsured that on the home front, at least,
the Desert Bar was the product mentioned most often—a fact that end-
lessly annoyed the workers at Mars.

By the time the war was over, it was Hershcy—not Mars—that was
the star of most newspaper articles on troop morale. And it was Her-
shey—not Mars—that the American public credited with supplying the
soldiers with chocolate.

“We were over there working our asses off,” said Stegemann, “and
they werce over here taking all the credit.”14

Now, it was Mars’s turn.

The normally clusive and media-shy attorney picked up the telephone
and did what few Mars executives would darc: He dialed the business
desk at The Washington Post and offercd a seemingly candid twenty-
minute intcrview on Mars’s Pentagon contract.!5

The next day, a small story appeared in the newspaper’s financial
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pages giving Mars credit for beating Hershey in the race for the mili-
tary’s busincss. The story began: “Hershey Foods Corp. may have suc-
ceeded in selling its heat-resistant chocolate bars—better known as
Desert Bars—to the public, but the Defense Department doesn’t want
them.”

Stegemann never mentioned the pending dispute at the GAQO.

@o; the next four months, the chocolate war continued to rage. At
onc point, Mars threatened to sue Hershey for defamation, according to
onc government source. Hershey, in turn, threatened to sue Mars for
misrepresenting its products to the Pentagon. The war of words esca-
lated until the GAQO decided months later that the contract could not be
overruled- whether Hershey’s allegations werce true or not—because
the bidding process had been scriously flawed.

The Pentagon, it turned out, never tested Mars’s chocolate to deter-
mine whether it met the contract’s specifications. The initial call for bids,
however, failed to require such tests, leaving Hershey without grounds
for a GAO appeal.

“It was a mistake,” Zimmerman said coldly. “A big mistake.”16

Lieberman, who ultimately decided the dispute, agreed that the mil-
itary handled the contract badly. But he still laughs when he thinks
about the case, calling it onc of the most bizarre and outlandish protests
to rcach his desk.

“The way Hershey was complaining, you’d have thought Mars was
breaching national security by selling military secrets or something. But
this contract was puny by Pentagon standards—and it was for chocolate,
for goodness’ sake. Chocolate.

“I mcan, let me ask you: Whatever happened to Willy Wonka?”
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CANDY FROM
STRANGERS

EACH YEAR, THE AVERAGE AMERICAN
CONSLUIMES MORF THAN TWENTY=FIVE
POUNDS OF CANDY, AND ADUITS ACTU-
ALLY CONSUME MORE THAN CHILDREN.

ANDY. THE WORD itself is magic. A swcet invitation to
childhood. To days of hide-and-seek and stickball and ABCs and sug-
arplums that dance like fairies in your head.

Never mind that you've never tasted a sugarplum. It’s the fantasy
that counts. That mystical, mesmerizing pull of licorice and lollipops,
peppermints and chocolate drops. They beckon from the shelf like
children from the playground, gentle reminders of a time when
simply walking into a drugstore could make your mouth water.

Back then, a nickel bought a candy bar as big as a brick, and a
penny filled a bag with suckers to spare. A picce of candy was more



than just a treat; it was an cxperience. The sight of sour balls and
jawbreakers, candy corn and gumdrops, and chocolatc—mountains of
chocolate—evoked such a sense of wonder that one could only stare at
the counter daydreaming, certain of a faraway land where rivers flowed
with cocoa and marshmallows hung from the trees.

Today, Tootsic Roll Industrics, Inc., is the only company in America
that continues to manufacture a penny-sized picce, although the
midgees, or midget Tootsics, as they’re called, can be purchased only in
half-pound bags, rctail price $1.39.

In the days when penny candy ruled the candy counter, you could
tour the Tootsie Roll factory and the manufacturing centers of hundreds
of other candy companies around the nation. Inside Tootsie’s sprawling
industrial compound, you could see mixcrs and grinders whip up moun-
tains of chocolate-flavored taffy and extrude the sticky mass into a
python-size ‘Tootsie Roll. Next, gravity and machinery stretched out the
giant roll, making it longer and longer and thinner and thinner, until the
diameter shrank to just a quarter-inch and the roll was sliced into bite-
sized pieces.

There were tours of the Hershey factory, too, where, as early as 1950,
more than a million people a year gathered to see rivers of chocolate flow
like watcrfalls onto conveyor belts lined with cast-iron molds.! Inside
each was stamped the name Hershey, which left its imprint on the
chocolate bar so that when you threw away the wrapper, the name was
still visible. In elementary school, it was thought customary to eat a Her-
shey Almond bar by biting the letter H first, and then the letter 7, and
then the E and the R, lcaving behind the SHE. No onc knew why chil-
dren nibbled the chocolate this way; they just did. Like playing hop-
scotch or kick ball or cating hotdogs, it was part of growing up in the
U.S.A.

Sadly, most of the nation’s candy factories are no longer open to out-
siders. The Food and Drug Administration played its part with health
regulations and concern for safety. But there was morc to it than that:
The candy industry—like so many others in the nation—has turned
from its sweet beginnings into a bitter business.

Gone is the jolly bifocaled confectioner who delighted in watching
children gobble down mouthfuls of sweets. In his place are two giant
competitors, Mars and Hershey, which together control 75 percent of
the candy rack.? In their candy kingdom, it’s bar against bar—a choco-
late slugfest.
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Today’s candy makers can’t afford the openness of the old days. Man-
ufacturcrs have to worry about marketing plans, production technology,
advertising budgcts, shelf space and takcovers. The result: Consumers in
the ninctics can get more information out of Dow Chemical Co. than
they can out of Tootsie Roll, Hershey, Mars or any of the other 300 con-
fectionery firms that make up America’s $14-billion candy market.

Ever tried placing a telcphone call to Mars, makers of Twix, Milky
Way and the Snickers bar, which has ranked as the nation’s favoritc candy
bar since the first polls were conducted in the 1970s? Calls to the com-
pany’s Virginia headquarters clicit less information than calls to the Cen-
tral Intelligence Agency, located just two miles away from the company’s
McLean office.

“Who is the president of Mars?” a caller asks.

“I'msorry, I can’t give out the names of our associates,” a receprion-
ist replies. Click.3

And Mars is not alone. The privately held company is squarely in the
tradition of the rest of the industry, which remains dominated by family-
owncd firms. Many of thesc firms are into their third, fourth and ffth
generations of ownership, unheard of in today’s business world. They
trace their roots back to a single foundcr, typically an immigrant with a
tamily recipe and an affinity for swects.

The story of how these firms developed and grew is one of the most
fascinating in U.S. business. It is a tale of family dynasties, of entrepre-
neurial genius, of manufacturing brilliance and of marketing mishaps. It
is also a history of America, as told through its sweet tooth.

Perhaps this story should have been shared long ago. But not in the
candy business. Virtually all of the private firms in the industry, and cven
some of the publicly held ones, keep their operations to themsclves,
gladly sharing their products with the public but keeping everything clse
under wraps. As a result, candy has become one of the most sccretive
industrics in the United States. Strangc, really, considering there’s noth-
ing harmful in a Kit Kat or a Crunch bar, unless, of course, you’re count-
ing calories.

Nevertheless, it is impossible to get PEZ Candy, Inc., to reveal any-
thing at all about the plastic gizmo that ejects candy bricks from the
hcads of Popeye, Goofy and Miss Piggy. The forty-two-year-old private
company, bascd in Orange, Connccticut, has become a part of Ameri-
can pop culture, but it will reveal nothing about its business, not even
who owns it. There is no spokesperson for the company, no printed
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information about its products and no interviews with its personnel,
including President Scott McWhinnie, a Harvard-traincd MBA who is as
tight-lipped as they come. Oddly, inquirics to the company are some-
times directed to PEZ collectors, who, in the absence of information
about PEZ, have formed their own network to share PEZ folklore.

Even Hershey, which has publicly traded stock and is required by law
to share information with shareholders and potential investors, is as
uncommunicative as possible. And the company, which currently ranks
ahead of Mars in the U.S. market, isn’t shy to admit it.

“Just because we’re publicly held doesn’t mean we have to talk
openly about what we do,” said Richard Zimmcerman, who stepped
down as Hershey’s chairman and CEQ in 1993. “Our competition is
largely private, and that gives them the advantage. They don’t have to
say anything about their business, so why should we?”

Because of this attitude, few people outside the candy industry arc
aware of the intense competition among Hershey and Mars and other
candy makers, although the chocolate wars have been raging since the
carly 1960s, when Forrest Mars, Sr., vowed to beat Hershey at its own
game. Ir’s always Coke and DPepsi that arc cited by the media and the
public as zhe example ol industry rivalry. The press follows the cola wars
as though Coke and Pepsi were players in the World Series.

In 1991, the year of the Persian Gulf crisis, The Wall Street Jour-
nal published no less than thirty articles on the Coke and Pepsi one-
upmanship. But not a single word was written on the raging battle over
the non-melting chocolate bar. Joseph Viviano, president of Hershey
Chocolate, finds that a bit humorous. “We’re just as bad as Coke and
Pepsi—probably worse,” he said. “It’s just that we don’t talk about it, so
nobody pays any attention.”

For all of the furious compctition between the candy titans, both
Mars and Hershey intentionally downplay the struggle because they
realize it could hurt their wholesome images. They kept the Desert Bar
dispute out of the press, and to this day the two companies are uncom-
fortable talking about the GAO appeal *

“That’s water under the bridge,” Zimmerman said of the GAQO
protest. “I don’t rcally think we need to go into that”—a common
rcfrain in candy land.

When Hershey held a press conference in 1993 to introduce one of
its newest products, Hershey’s Hugs, the company led an extremely
abbreviated tour of the new $50-million processing plant where Hugs
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werc being made. The press was allowed to watch as the white- and
milk-chocolate Hugs rolled off the line, but no one was permitted to sce
how the candics were actually being manufactured. White plastic shects
surrounded the machinery to block the view.

To learn more about Hugs, I pushed for an interview with one of the
candy’s creators. But Dennis Eshleman was not frec to speak about how
Hugs are made, repeating: “We just don’t need to get into that.” And
the answers he did provide were closely monitored by a Hershey press
officer who never left his side.

Ultimately, a worker at the plant—under condition of anonymiry—
shared some of the secrets to Hugs. He understood the public’s appetite
for such sweet details, but even he feared that by sharing the mystery, he
risked losing his job.

In fact, most of the pcople interviewed for this book asked that their
identities be protected. Most blamed their caution on strict corporate
policies that forbid them from speaking to outsiders about their work,
but others attributed their desire to remain anonymous to the intense
compctition in the industry.

“It’s a real bartle zone out there,” said a Hershey marketing execu-
tive. “No one wants to be blamed for sharing secrets with the competi-
tion. If anyonc found out I was talking to you, they’d call me a leak and
want me canned. I know that sounds extreme, but in this business, you
can’t be too careful.”

Hershey management agreed to cooperate with the writing of this
book on a limited basis only. Officially, all questions werc channeled
through former chairman and CEO Richard Zimmerman. If Zimmer-
man was unable to answer, the company’s press officers occasionally
stepped in, but repeated requests to interview other Hershey managers
were denied.®

Even Hershey’s archivist, Pam Whitenack, whose job it is to keep
the record of Milton Hershey’s legacy and share it with outsiders, was
reminded by Hershey Foods management not to share any confidences.
(Although Whitenack is not employed by the candy company, her
employer, the M. S. Hershey Foundation, is owned by the trust that
holds the controlling interest in Hershey Foods.) Whitenack said Her-
shey Foods was extremely nervous about having a journalist rummaging
through the archival collection—a collection over which the company
has no direct control—and cautioned her repcatedly to be carcful of
what she disclosed.
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“I'hey can’t tell mc what to do,” she said one afternoon in frustra-
tion. “This is my job, this is what the Trust pays me for, but [Hershey
Foods| can’t understand that.”

On several occasions while working with Whitenack, I watched her
own requests for information get inexplicably lost or delayed, although
none of the requests seemed particularly sensitive, like the time she asked
for background on the company’s carly advertising campaigns. Trying to
explain the hypersensitivity to such topics, she said: “[Hershey Foods is]
so obsessed with their image and with the fact that Mars is so private,
they just get paranoid. . . . Everything is treated like a secrct over there.
Everything.”

Becausc its stock is traded on the New York Stock Exchange, Her-
shey is forced to disclose information deemed material to its stock price,
like its quarterly financial performance, its changes in management,
fluctuations in ingredient costs or other matters likely to affect an
investor’s decision to buy Hershey shares. But outside of that, the com-
pany is mum.

“Trying to get an interview with Hershey is almost as bad as trying to
get one with Mars,” said Caroline Maycr, reporter for The Washington
Post. “They’re one of the toughest companies in the food business.”

Likewisc, the industry is perfectly happy to sharc data on candy con-
sumpton, on the etfects of candy on health and nutrition and on the
general history of the business, but it is ecrily silent when it comes to the
fate of individual companies.

Ask the National Confectioners Association (NCA) whether choco-
late causes acne, and it will produce dozens of studies showing no cor-
relation between the teenage nightmare and the eating of a Nestlé’s
Crunch. But ask about the heated competition between Hershey and
Mars, and it’s strictly no comment.

“I'm simply not allowed to discuss it,” said NCA spokesman William
Sheehan,® a hint of apology in his voice. “Individual companies are
strictly off-limits.”

Richard O’Connell, who for thirty years ran the NCA and the
Chocolate Manufacturers Association, defends such furtivencss this way:
“Do you have any idea how hard it is to come up with something new in
the candy business? I don’t blame the industry for being paranoid;
there’s a lot at stake.””

With Hershey and Mars firmly in control of the majority of the
market, and the other 300-odd candy firms groping to find or keep their
niche, it’s “very tough to succeed,” said O’Conncll. To increase profits,
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firms must do one of two things: increase their market share or become
more efficient than the competition, neither of which is easy.

The industry averages about 150 new products cach year,® yet only a
handful of those become popular enough to stay on the shelf. Moreover,
most of the so-called ncw candies arc merely variations on age-old
themes.

“There’s only so much you can do with chocolate, peanuts and
caramel—if you get my drift,” O’Connell said. “Besides, Americans are
so nostalgic about their candy bars, it’s almost impossiblc to get them to
try something new.”

Mars and Hershey—the Candy Kings, as they’re known to insiders—
can rcadily attest to that. Take Mars’s Bounty bar, for cxample. In 1988,
Hershey turned the candy world upside down when it unexpectedly
acquired the U.S. division of Peter Paul /Cadbury, maker of Mounds,
Almond Joy and York Peppermint Patties. To compete with Hershey’s
new muscle, Mars introduced the Bounty bar in 1989, a chocolate-cov-
cred coconut bar reminiscent of Mounds. But Bounty failed after just
two years, cven though every blind taste test Mars conducted showed
consumers preferred it 2 to 1 over the competition.?

“In the minds of Americans, coconut bars mean just one thing: a
Mounds or Almond Joy,” said Lisbeth Echeandia of Confectioner maga-
zine. “Mars just couldn’t get past that nostalgia.”

Ironically, Forrest Mars, Sr., patriarch of the Mars family empire, stole
his idea for the Bounty bar in the carly 1950s from Pcter Paul Candies.10
He introduced his version of the bar in the United Kingdom and Can-
ada, where Peter Paul didn’t operate. Bounty quickly became a major
brand, and today, Canadians will tell you Bounty is their favorite coco-
nut bar. They’ve never heard of Mounds.

It wasn’t that Forrest Mars, Sr., was a rogue or a thicf; he was just,
well, efficient. Given the finitc number of available ingredients, the lim-
ited understanding of science and manufacturing and the relatively
narrow range of consumers’ candy preferences, it made perfect busincss
sense to borrow hot-selling products from the competition, alter them
slightly and rescll them as one’s own. It was in this manner that the
global candy industry developed over the years, and that it continues to
develop today.

Take Hershey’s Skor bar, for example. The chocolate-covered toftec
bar was introduced in 1982 to compcte head-on with the Heath bar. But
the original recipe for Skor was actually copicd from Heath in the early
1900s by a Norwcgian candy maker, Freia Marabou A.S. When the
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Heath company refused to give Hershey the rights to manufacture its
bar, Hershey turned to Marabou and purchased the recipe for Skor,
bringing the product full circle.!?

And Heath is just one of hundreds of examples. Britain’s favorite
candy bar—the Mars bar—is, in fact, a slightly sweeter version of the
American Milky Way. America’s Starburst Fruit Chews arc Britain’s Opal
Fruits. 'I'he Kit Kat bar in the United States came from the Kit Kat bar
in Europe. The list goes on and on. Generally, the key to candy success
over the years has not been in confecting sumptuous new treats, but in
getting the product to market before the competition.

Anyone who developed a truly new candy, making history in the
process, almost always did it by accident.

Peanut brittle, for example, was invented in 1890 by a New England
houscwife, who, when making a peanut taffy in her kitchen, mistakenly
added baking soda instcad of cream of tartar to the syrup bubbling on
the stove. Caramel was created in the Midwest by a curious confectioner
who added milk to his butterscotch recipe in an cffort to improve the
flavor. The more milk he added, the softer and creamier the butterscotch
became, until suddenly, he had invented a whole new confection.!2

It didn’t take long for accidents like these to be copied by competi
tors, and although today’s confectioners act in a somewhat more gentle-
manly manner—typically purchasing the rights to manufacture each
other’s candies—copying is still common. It’s just kept quict.

“It happens every now and again,” said O’Connell, a sheepish grin
creeping across his face. “Of course, I can’t tell you who’s been involved,
but I’ve heard stories.”

Ever wonder why candy trends seem to come and go all at the same
time? In the mid-1980s it was gummics. In the 1990s, it’s anything sour.
A valid explanation, of course, is that popular candics quickly attract
followers. But that doesn’t explain how thirty different companies all in-
troduced gummy worms, gummy bears, gummy fish and gummy snakes
in the same ycar. Or why blue became the hot candy color virtually
overnight, with hundreds of companics introducing blue foods at the
1992 national candy trade show in Washington, D.C.

“Itis a little odd,” admits Shechan of the NCA. “But, really, I think
it’s just coincidence. The trends are just obvious to everyone in the
business.”

Still, Hershey and other candy companies say they can’t be too cau-
tious. After all, it’s not as if they can patent a new candy bar. They must
protect themselves from outsiders—and from their own employees. Tt is
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for this reason that no one in the industry will openly discuss new prod-
ucts—even those that have already hit the shelves, for fear they might
spill a tasty trade secret. Marketing plans are handled with similar care:
Disseminated to only a handful of people, they are treated like top-secret
Defense Department documents. Hershey’s plans are marked “Strictly
Confidential” in bold red ink, and they’re shredded almost as soon as
they’re printed to avoid potential leaks.!3

Recipes, too, are closely guarded. Tucked inside alarmed safes, they
are shared only on a nced-to-know basis. That way, workers on the man-
ufacturing line can ncver reveal exactly how the candies are made. In
fact, the manufacturing process itsclf is the most prized secret of all.

“Anyonc can rcad the ingredients on a Hershey bar,” cxplains Her-
shey’s Richard Zimmerman. “But to actually make a Hershey bar, you
have to know a lot more than that.” Like how the milk is processed to
give the bar its distinct flavor. And which varicties of cocoa beans are
used to develop the right chocolate liquor. And how long Hershey mixes
and blends its chocolate to create that familiar consistency. Those are the
real candy mysteries. And you can bet Hershey will do everything in its
power to keep them mysterious.
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Mars, too, goes to great lengths to keep its manufacturing processcs
under cover. The company designs all of its own candy-making machin-
ery, and it keeps its factorics humming with its own squadron of engi-
neers. Only a handful of outsiders have ever been allowed inside Mars’s
industrial candy land, and those who have must sign confidentiality
agreements stating they will never share what they saw.

If Mars needs outside contractors to fix a particular problem, it insists
on blindfolding the alien workers and escorting them through the plant
to the arca in question. Once the problem is resolved, the contractors
are blindfolded again and politely removed from the premises. 14

The smaller candy companies are just as discreet, although for some-
what diffcrent reasons. More than half of them are family-controlled,
single-product operations. They don’t set candy prices, like Mars and
Hershey, and they don’t control large amounts of shelf space, like Mars
and Hershey. Nor are they nearly as efficient.

The only thing that keeps these companics afloat is their niche—some
unique product or nostalgic recipe that is so special it can draw candy-
craving consumers out of their beds in the middle of the night in search
of an all-night convenience store.

That’s how Rita Martin, a truck-driving redhead from Oklahoma,
explains her affection for Valomilk, a gooey, marshmallow-filled choco-
late cup made in Merriam, Kansas, by a man named Russell Sifers.

Martin once spent an entire Saturday cruising around Kansas, stop-
ping at QuickTrip after QuickTrip, in search of as many boxes of Valo-
milk as she could find.

“I didn’t cven bother to turn oft my truck. I just hopped out, bought
what they had, and threw it in the back,” she said in a letter to the
candy’s maker.

Sifers gets stacks of fan mail from Valomilk lovers around the country.
Onc man wrote of using a box of the stuff to proposc to his girlfriend; a
woman told of breaking up family squabbles by offering Valomilk all
around. Sifers knows his product will never give Hershey or Mars a run
for the money, but he’s got his worshippers and says that’s all he needs.!®

But in the face of cver-greater competition from the big boys, and the
mounting costs of doing business, that may no longer be enough. Hun-
dreds of candy firms like Sifers’s have gone out of business or been gob-
bled up by the competition in recent years. And the trend shows no sign
of abating.

“We’ve lost an entire generation of candy products in just the last two
decades,” laments Ray Brocekel, an industry historian and self-described
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candy bar guru. “It’s terribly upsetting to watch them vanish so quickly.
It gives me the shivers.”

As each product disappears, it takes a picce of Amcrican culturc with
it. The Whiz bar, Pecan Pcte, the Astro-Nut, Starbar and Smile-a-While
are only a few of ycsterday’s favorites that are now just memories, and
more follow cvery year. '8

Ellen Gordon, president of Tootsie Roll Industrics, states as fact that
her company would have disappeared long ago had she and her hus-
band, company chairman Melvin Gordon, not owned the majority of
Tootsie Roll’s voting stock.

“We’ve worked hard to keep suitors away,” Gordon cxplains. “We
want Tootsic to remain independent. Hopefully, our children, or
the employces working in the company, will be able to run it some-
day.”17

‘To that cnd, the Gordons recently have gone on a buying spree of
their own, acquiring Warner-Lambert’s chocolate and caramel division
in 1993, which includes brand names like Junior Mints, Sugar Daddy,
Charleston Chew! and Sugar Babies. In 1991, Tootsie acquired the
Charms Co., America’s largest lollipop manufacturer and maker of
the Charms Blow Pop.

These acquisitions helped place Tootsie among the largest candy
firms in the business, a position the Gordons hope will keep them from
becoming prey for a bigger competitor. But just in case this strategy isn’t
enough, the couple continues to spread the word that Tootsie is not for
sale.

The sincerity of this message can be secn on Wall Strect, where Toot-
sic’s stock is all but ignored by investors. Only two analysts cven track
the company’s performance, despite Tootsic’s impressive history of
carnings and dividend increascs. Wall Strect traders blame Tootsic
for the brush-oft, saying the firm makes little effort to talk about its
operations.

“Thc company is extremely reticent,” says Elliott Schlang, an analyst
with ‘T'ucker Anthony, Inc., in Cleveland. “They do not give any guid-
ance on current operating conditions. Thercfore, the stock is covered
[by analysts] on a very limited basis.”

Ellen Gordon is unapologetic. “We’re busy making "tootsic Rolls,”
she says. “We haven’t spent a great deal of time with the investment
community. And why should we? It would only call attention to our
business, and we’re not intercsted in that.”

Lisbeth Echeandia estimates that at the current rate of consolidation,




fewer than 150 candy companies will be operating by the year 2010,
down from 6,000 firms at the industry’s peak in 1945.'8 The familics
responsible for such vencrable products as the Heath bar, the Clark bar,
5th Avenue, Oh Henry!, PayDay, Zagnut, Milk Duds and Mary Jane
have all sold out and left the business in recent decades. Now these can-
dics are being manufactured by the industry’s top ten players, a trend
that Echcandia says will continue.

“The writing has been on the wall since the 1940s, when Mars and
Hershcy blew everybody else out of the water. Since then, the big guys
have kept getting bigger and the little guys have kept getting smaller,”
she observes.

Did you know that there is only one U.S. company left that makes
mid-priced gitt-boxed chocolates? In 1993, Russcll Stover Candics, Inc.,
bought out its last competitor, Whitman Chocolates, for $35 million.
Confectioner Stephen F. Whitman founded Whitman’s in 1842 when he
set up shop near Philadelphia’s shipyard and began buying exotic candies
from sailors. The company began marketing its trademark Whitman’s
Sampler in 1912.

Russell Stover Candies of Kansas City, Missouri, was alrcady the
largest playcr in the gift-box market before the takcover. When Louis L.
Ward, the businessman who built Russell Stover, dicd in 1996, he left a
fortune cstimated at $500 million.

If you’ve never heard of Ward, you’rc not alonc. Like the rest of
the players in the industry, he closely guarded his privacy and refused to
discuss his business. He objected to being put on lists of richest Ameri-
cans. “I think that sort of thing is wrong in America,” he told The
Kansas City Star in 1983. “I feel that lists such as this don’t serve any
worthwhile purpose.” Today, his company is being run by his two sons,
Thomas and Scott, who are just as protective of the firm. They don’t
publish the company’s financial results and releasc only the most basic
information about their business. Analysts estimate Russell Stover has
fifty retail stores, five factories and 6,000 employees—although no onc
knows for surc.

So far, antitrust regulations have failed to stop giants like Russell
Stover from acquiring other candy firms. The same year Stover acquired
Whitman’s, the E. J. Brach Corp. acquired its biggest competitor, Brock
Candy Co., leaving only a single maker of traditional individually
wrapped candies like Starlight mints. Hershey, too, has bought nearly a
dozen popular brands since the mid-1980s. In one of its more recent
acquisitions (December 1996), Hershey shocked the industry by pur-
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chasing one of its largest remaining competitors, Leaf North America,
maker of such classic candics as Good & Plenty, Jolly Rancher, Whop-
pers, Milk Duds, Heath and PayDay. This $440-million acquisition fol-
lowed closely on the heels of Hershey’s purchase of onc of the oldest
candy companies in America, Henry Heidc, Inc., maker of Jujyfruits and
Wunderbeans. Hershey paid $12.5 million for the New Jersey-based
company, which the Heide family had owned and operated for more
than 125 years—since 1869. And while Mars is morc reluctant to
acquire outside companies, that hasn’t stopped it from expanding. In
fact, Echeandia and others predict the two rivals will eventually control
more than 90 percent of the industry.

Why? It all boils down to this basic fact: Whoever controls the most
shelf space wins.

How many times have you walked into a supermarket with a grocery
list in hand that rcad: “Buy Reesc’s Peanut Butter Cups.” Never. But
how many times have you driven through a gas station, intending only
to fill your gas tank, and wound up buying M&M'’s, too? And just when
was the last time you walked up to a vending machine, stared at all the
brightly colorcd wrappers inside and didn’t end up buying a candy bar?

As any candy manufacturer can tell you, no onc ever plans to buy a
Snickers or a Clark bar. It just happens. One minute, you're standing in
line at the supermarket, your bread, milk and eggs arranged neatly in
your basket. Then, the line stalls as the customer in front of you slowly
unloads a cart full of food. You’re bored and you’re restless, and you
look around, and suddenly, right there beside you—a Butterfinger. The
yellow-orange wrapper catches your eyc, and before you’ve even had a
chance to think about it, the candy bar is resting comfortably right
beside your milk—which is skim, of coursc.

It happens to everyone. It happens to me almost every time 1 go to
the store. Candy makers count on this phenomenon for 90 percent of
their business. The other 10 percent, they calculate, results from
planned purchases, like when you buy a bag of miniatures for Hal-
loween, or when your boyfriend says he’s sorry with a box of chocolate.

This obviously creates a dilemma for the candy manufacturer. How
can he know when you’ll get a craving for nougat? It’s not like aspirin,
which everyone, at some point, needs to purchase. Candy is not a neces-
sity. It’s a treat. A delight. A frivolous indulgence. To some, it’s an obscs-
sion—but it’s not necessary. You can live your entire life without ever
savoring a Hershey’s Kiss, rolling it around on your tongue as it melts,
anticipating the moment when it dissolves. ‘The only way to ensure con-



sumers buy Hershey’s Kisses is to put the candics where they can’t be
avoided—in the drugstore, the supermarket, the convenicnce mart, the
gas station, the office lounge, the cafeteria and cvery rest stop from New
York to L.A. If they see it, they will buy it. That’s the candy makers’
mantra.

Hershey, which stole the candy crown from Mars in 1988 with its
purchase of Peter Paul, has more power than any other company in
Amcrica to get its products in front of consumers. Mars, which has been
struggling cver since to regain the throne, commands almost as much
authority. Together, they account for eight of the ten top-selling candy
bars in the country—and it’s been that way for more than thirty ycars.!?
M&M’s alone generate more revenue than Camel cigarettes or Maxwell
House coffee.2? Reese’s Peanut Butter Cups, the nation’s No. 3 brand
(owned by Hershey), outsells such well-known products as Advil and
Ivory Soap.?!

Hard to believe they all began with the same handful of ingredients—
a copper kettle, a bag of sugar . . . and a dream.
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THE PLANET
MARS

A TTARS OFFICE LOOKS LIKE NO
OTHER CORPORATE OFFICE:

A SPARIAN, NO-NONSENSE
ENVIRONMENT WITHOUT
PRIVACY, PERKS OR PRETENSION.

Z/_T 6:30 A.M, sharp, John Mars pulls his Jeep station
wagon into the small, empty parking lot at 6885 Elm Street in
McLean, Virginia. He parks toward the rcar of the unadorned,
unmarked two-story brick building. Except for the Hardee’s serving
breakfast next door, the ncighborhood is quict.

Today, as usual, John is wearing a bluc shirt, striped tie, dark
slacks and thick-soled shoes that lost their polish long ago. At fitty-
cight, he slouches as he walks. His eyes never leave the pavement as
he hurries toward the back entrance of the nondescript and unas-
suming headquarters.

-To anyone who might have secn him that bright crisp morning,



there was nothing to suggest he was anything but another careworn
businessman—shabby leather briefcasc in hand and pocket protector
protruding from his button-down cotton oxford shirt. Certainly, there
was nothing to hint that this graying figurc with the slight paunch, so
unremarkable in appearance, is the leader of onc of the most successtul
companics in the world. Which is just how John Mars prefers it.

The chief exccutive of Mars, Inc., who runs the company with his
older brother, Forrest Jr., is obsessed with anonymity. All details of his
personal life arc a carefully guarded secret. He is loath to appear in
public, resisting requests cven to address his own workers at closed com-
pany gatherings. He has not been photographed since college, when he
posed for his Yale yearbook, and, according to thosc who work closely
with him, he is apt to wear disguises when conducting business with cor-
poratc outsiders. Although he spends 80 percent of his time visiting
Mars operations worldwide, his travel plans arc strictly classified. Ed
Stegemann is one of the few trusted confidants informed of his where-
abouts, and cven Stegemann docsn’t always know where to locate John
Mars, because he often changes his schedule at the last minute to avoid
would-be followers. He has never signed a hotel registry and owns noth-
ing in his own name. He shuns the media, and except for one brict inter-
view that he granted me in 1991, he has never talked with the press.

While such furtiveness appcars extreme, it is not entircly without
rcason; after all, Fortune magazine has ranked the Mars family as the
third richest in the world.! Stegemann says he has found strangers lurk-
ing outside the Mcl.can building. Furthermore, he adds: “Their name is
Mars. Try hiding that from outsiders!”

But the mystery that surrounds the candy giant is about more than
taking precautions. It is a reflection of the Mars family’s personal style—
a quirky, eccentric, nonconformist approach that pervades every aspect
of the busincss.

Founded by John Mars’s grandfather in 1922, and owned and oper-
ated by the Mars family ever since, the company is the largest candy
manufacturer in the world. With sales of roughly $20 billion a year and
interests stretching from Helsinki to Hong Kong, Mars is bigger than
such corporate giants as RJR Nabisco, McDonald’s and Kellogg. And
though archrival Hershey Foods outsells Mars in America, Mars is actu-
ally four times the size of Hershey on a global basis.?

In the United States, Mars controls more than one-third of the candy
aislc. In Europe, Mars brands are just as popular. In fact, Britain, not the
United States, ranks as the company’s leading market.
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And Mars is much more than just candy. With its scventy divisions
and 28,000 employces, Mars manufactures the premium ice cream treat
DoveBar; the pretzel snack Combos; the nation’s leading rice, Uncle
Ben’s; and scores of other products around the world. In Australia, Mars
is the largest manufacturer of spices and sauces. In Italy, the company
distributes fresh pasta and pizza. On a global basis, Mars sells almost as
much pet food as it docs candy and snacks. With brand names like
Whiskas, Sheba and Pedigree, Mars registered sales of more than $7.5
billion in 1996.% Only Nestlé S.A., which markets the Friskics brand,
comes close.

But while Mars’s universe of products is among the world’s best
known, the company behind the brands is not. And that, too, is the way
John Mars prefers it.

Mars spends an estimated $400 million a year to advertise its prod-
ucts across America,* but since its founding, the company irself has oper-
ated inside a fortress of silence. This impenctrable shroud has bred a host
of popular myths about Mars and its owners, who have tound themselves
splashcd across the pages of the tabloids (“Wacky, Wealthy Man from
Mars lives like a hermit—& rules with an iron fist,” screams a headline in
the National Enquirer) and likencd to the cloak-and-dagger agents of
the CIA who work just down the street. The business press portrays the
family similarly, calling Mars the “black hole of the packaged goods uni-
verse”™ and dubbing Forrest Mars, Sr., the “Howard Hughes of the
candy world.”® Nutty, bizarre, strange—thesce are words commonly used
to describe Mars and its owners, much to the company’s chagrin.

Frustrated by the negative press and determined to combat these per-
sistent misconceptions, Stegemann and other top exccutives began
pushing the family to open their world to the press—just as I contacted
Mars for an interview. It took a full year however, before the family
finally agrecd. In an extraordinary break with its cighty-ycar old policy
of keeping the business under wraps, Mars invited me to tour the com-
pany’s operations worldwide and interview everyone, from the factory
workers to the sales managers to the company’s executive officers.

Over the course of two years, I traveled with Mars personnel across
the United States and Europe, visiting offices and manufacturing facili-
ties from Houston to Amsterdam. I watched as Mars madc its first
attempt to open up the markets of the former Soviet Union—where
Snickers today is the No. 1 selling candy bar. I visited the company’s
European headquarters in the industrial town of Slough, just outside
London, where Forrest Mars, Sr., laid the foundation for today’s Mars
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empire. And I toured the city of Praguc with new Mars recruits as they
planncd their first advertising assault on the city. In all, T intcrviewed
more than 150 past and present Mars employees. When The Washington
Post, then my cmployer, published the inside account of how the myste-
rious planct Mars operates, local radio personalities responded by giving
Mars its most positive press in decades. Hundreds of people who read the
story called the McLean office to inquire about jobs. Neverthcless, the
family viewed the publicity harshly. According to Stegemann, the broth-
ers were furious over my explicit descriptions of them, especially my
detailed account of how John Mars arrives at the otfice each morning.

“That was a violation of their privacy—a threat to their lives,” said
Stegemann. But the brothers were reacting to more than that.

“They’re just not used to being judged by outsiders,” said Barbara
Parker, a public relations consultant hired by Mars to help handle my
inquiries. “I don’t think it mattered what the article said—thcy weren’t
going to like it. Nobody is allowed to judge them, especially not the
press.”

The day the story appeared, John Mars fired Parker and her partner,
Sue Vogelsinger, saying he never wanted to sec them at Mars headquar-
ters again.” To ensurc that the photographs used in the story would
nevcer be reprinted, the company also paid The Washington Post’s frce-
lance photographer $20,000 for the rights to the pictures.® And ever
since, the company has refused all requests for interviews, including
my own.?

In explaining Mars’s new position, Ed Stegemann scnt a letter:
“Somebody once said that public relations at Mars was a classic oxy-
moron—I suspect that’s true,” he wrote. “You can’t have an effective
public relations department without people being devoted to it. We just
usc our peoplc for the main purposes of business and only rarcly are we
able to divert into the peripheral areas. Pleasc do not think it is a lack of
intcrest, it is more a lack of people and time.”

Despite this rebuff, many workers have continued to speak under
condition of anonymity, saying the brothcrs were mistaken to bury their
heads in the sand. “They have come to the conclusion that any publicity
is bad publicity,” said former executive Hans Fiuczynski, who retired in
1992 from the company’s candy division. “I don’t think they’ll ever
open themselves up to scrutiny again; they don’t see any benefit to it.”

Paranoid, insecure, neurotic? Maybe, but the Mars family sincerely
believes that publicity is a distraction from their central goal, which is
making the best products on the market.

G
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The ability to be secretive “is one of the finest benefits of having a pri-
vate company,” said Forrest Jr. “Privacy at times today scems a relic of
the nonmedia past, but it is a legal right—morally and ethically proper
and even desirable—and a key to healthy, normal living,” he told a group
of busincss majors at Duke University. It “allows us to do the very best
we can, the very best we know how, and to do so without being con-
cerncd with self-aggrandizement.”

The Mars family can’t understand why this attitude should elicit so
much comment and criticism, and that outsiders should view their insis-
tence on privacy as strange—though ncither John nor his brother has
cver worried much about other people’s opinions.

Owning the company gives them the right to be as different as they

please.

he Mcl.ean building is pitch-black inside as John Mars unlocks the
basement door and takes the stairs to the second floor. There, he flicks
on the lights and does what few CEOs in America would even dream of
doing: He pulls his time card—marked J. F. Mars—and punches in.

Behold the universe of Mars, Inc., where all cmployees are called
“associates” and everyone, from the president on down, is paid a 10
percent bonus for arriving on time. There are no perks here—no corpo-
rate office suites, no company cars, no reserved parking spaces, no exec-
utive washrooms. There arc no private offices, either. John makes his
way through a sea of black metal desks—the kind schoolteachers might
usc—and plastic chairs in varying colors from orange to beige. Four
glass-enclosed conference rooms provide the only sensc of privacy; a
smattering of potted plants and some company-related pictures are the
only decor. This is the nerve center of a multinational, multibillion-
dollar cmpire, but it looks more like a back office.

John and Forrest Jr. share the role of chief executive, dividing respon-
sibilities along lines of interest. They sit in a back corner of the huge
room with their sister, Jacqueline, who serves as the corporarte vice pres-
ident. They share one sccretary among them.

It is not the kind of life onc might imagince for a family whosc net
worth, according to Forbes magazine, is more than $13 billion.1? But
then, there is much about the Mars family and its corporation that is
surprising:

o
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® Status is a dirty word at Mars. Everyone works side by side,
regardless of rank, without separate offices. No onc has a personal
secretary, everyone makes his own photocopies and everyonc
handles his own telephone calls. Those who travel fly coach, never
first class.

¢ Bureaucracy is anathema. Writing memos is against corporate
policy, and everyone, including the family, works on a first-name
basis. Mcetings take place only “as needed,” and elaborate presen-
tations arc deemed a waste of time. Corporate headquarters in
McLean employs just fifty-one people, including John, Forrest Jr.
and Jackie.

¢ Paychecks are tied directly to the company’s performance. If
profits cxplode, associates can earn bonuses equal to five, ten, even
fiftcen weeks’ salary. But if profits shrink, so does an associate’s
income.

¢ Cleanliness is an obsession. On any given day, the company
boasts, the acceptable level of bacteria on a Mars factory floor is
less than the average level in a houschold sink. Conveyor belts
gleam, pipes shinc and fixtures that may be a decade old appear
brand-new. The slightest suspicion of contamination is cnough to
halt production for hours.

o Quality is a compulsion. Perfection in tiny details like the M on
an M&M or the squiggle on top of a chocolate bar is painstakingly
pursued. Millions of M&M’s are rejected for sale cvery day
because their Ms missed the mark or their shells didn’t glow like
headlights. A pinhole in a single Snickers is cause to destroy an
entire production run.

For those who believe that an $18-billion multinational corporation
is fated to drown in a quagmire of mid-level managers, cxecutive perks,
mectings and memoranda, the accomplishments of Mars may bc a little
hard to belicve. But then, conventional wisdom melts in the hands of the
Mars family, which has always followed its own recipe for success.

In many ways, this unconventional, patriarchal style is the firm’s
greatest strength. But it may be its greatest weakness as well.

At Mars, it is virtually impossible to tell where the family ends and the
company begins. No product goes to market, no major decision is made
without the Marses’ approval. The company’s obsessions are the family’s
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obsessions; its idiosyncrasies are their idiosyncrasics; its dreams arce their
dreams; its mistakes are theirs also.

The brothers’ unique approach—which is predicated on their father’s
ideals—has forced Mars to turn down many promising acquisitions
because of the potential for culture clash. Buying a business would mcan
assimilating hundreds of new employees into Mars’s no-frills, hard-
driven environment. No easy task, the company admits.

“Obviously, our corporate culture is not for everyone,” said John
Mars. “But it’s what keeps us alive.”

The cost of such an attitude is dear. On July 22, 1988, the brothers
watched passively as Hershey acquired the U.S. candy division of British
giant Cadbury Schweppes, stealing Mars’s U.S. lead for the first time
since Forrest Sr. took control of his father’s Chicago candy operation in
1966.

The family acknowledged that Mars rejected the same opportunity,
leaving the door wide open for Hershey. But, they insist, the Mars cul-
ture left them little choice.

“We don’t buy and sell businesses,” said John. “We build.”

But the building, too, is carried out strictly in accordance with the
family’s beliefs.

“You want to know why Mars doesn’t make any products with
pcanut butter?” asks Alfred Poe, former marketing director of the candy
division. “It’s because the family doesn’t eat pcanut butter. They don’t
like it.” (John, Forrest Jr. and Jackie did not eat peanut butter and jelly
sandwiches growing up; they were raised in England, where peanut
butter is despised.) In the early 1990s, Poe succeeded in convincing
Mars to give peanut butter a try—but his PB Max candy bar didn’t last
long. Launched in 1990, the Mars brothers yanked it from the market
just two years later, even though it had reached sales of $50 million, an
impressive performance by most companies’ standards.!! Mars contin-
ucs to manufacture peanut butter M&M’s, the only other peanut butter
product in its repertoire. But even that candy languished for ten years on
the drawing board before the Mars brothers gave permission for its
launch, and marketing executives say the brothers continue to be hyper-
critical of its performance.

On the other hand, Poe continues: “You want 1o know why they’re
s0 hung up on hazelnuts? Because they cat hazelnuts! It doesn’t matter
if Americans like peanut butter and despise hazclnuts. They’re going to
do what they’re going to do.”!2

Dozens of hazelnut-based products have been tested in the Mars
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kitchens over the years, and according to one food chemist in Hack-
ettstown, the Mars brothers believe Toffifiy—a hazelnut candy manu-
factured by Germany’s Storck GMBH—is one of the best in the
business, cven though Toffifay sales have never topped $50 million.

Ed Stcgemann scoffs at the notion that Mars is run by the family’s
whims. “Sure, [the brothers] have the final say on business decisions, but
that doesn’t mcan they control every little part of the business. They’re
open to idcas—you just have to prove your case. . . . It is thesr money.”

But as any student of industry knows, mixing family and business can
producc a dangerous brew—so dangerous that fourth-, fifth- and sixth-
generation family firms are virtually nonexistent. There is no long-term
modcl for this way of achieving success.

“At Mars, if your last name docsn’t begin with an M, there’s only
so far you’rc going to go,” said former top executive Claude Elictte-
Hermann. “Everybody who works there knows that. It’s a real limitation
to the business.”

Elicttc-Hermann, who ran the company’s pet food operations for
twenty-five years and is still highly regarded by Mars, left the company
for just that reason. “I had gone as far as I could go,” he cxplains, from
his new post as president of Chanel S.A. in Paris.!3

“Everything at Mars is about power,” said Poe. “Every discussion
ends with, I'm the owner, so I'm the boss. There’s no room for any-
body else.”

In the end, say these executives, the brothers are not competing with
the rest of the candy industry, but with their family legacy.

John and Forrest Jr. work ten-hour days, seven days a week, even
though they could well afford to laze about on a Caribbean island.
Instead, the brothers spend their lives traveling, inspecting Mars plants
worldwide and directly oversecing each division.

Executives say the brothers manage the business far more closely than
their father ever did. “He was a strategist,” said David Brown, who
worked with Forrest Sr. for more than thirty years. “They are hands-on
with a vengeance.”

The results of their hard work can be seen in the numbers. Since the
brothers took control of the company in 1973, Mars has grown from
sales of $800 million to nearly $20 billion.14 In less than twenty years,
they have cxpanded the business around the globe, to Moscow and Bei-
jing, Cairo and Sydney. They have added new divisions, including Mars
Moncy Systems, the largest maker of electronic coin changers in the




world, and Mars Electronics, which oversees the company’s intclligence-
gathering operations and worldwide communications. No longer con-
tent to make just candy, they have broadened Mars into ice cream,
snacks, drinks and frozen foods.

John Mars, an industrial engineer, has spcarhcaded the company’s
efforts toward automation, developing better manufacturing techniques
and vastly improving the company’s efficiency. Forrest Jr. and Jackie
have focuscd on the products themselves, striving to make brands like
Uncle Ben’s and M&M’s recognizable around the world.

According to friends, the three rarely take vacations and almost
always clock in before dawn. But ask them why they do it and they
cannot answer.

“I had to do something, didn’t I?” John Mars asks rhetorically as he
tries to cxplain why he has devoted his life to the family business. “I
mean, in my day, if you wanted to earn a living, you had ro get a job.
There was no discussion—none of this ‘I’m going to live oft my parents’
that kids have nowadays. You’d be locked out of the house if that’s the
way you wanted it.

“This job was as good as any, I suppose,” he concludes, his face
blank, his tone matter-of-fact.

On most days, John and his brother are oblivious to the fact that the
business they’re so focused on is the business of candy—of selling trcats,
fun, laughter and solace to children and adults. Mars could be the man-
ufacturer of ball bearings and tire irons; it makes no difterence to John
and Forrest Jr. They arc in the candy business because their father was in
the candy business, and his father betore him.

As if to remind the Mars siblings of this heritage, a grand, imposing
portrait of Forrest Sr., along with a painting of Frank Mars, the com-
pany’s founder, decorate the entryway in McLcan. Forrest appears to
have been in his late sixties when the portrait was rendered. He is nearly
bald, with a large hook nose and closely set dark cyes. His thin, pursed
lips give him a disapproving look.

[t’s an expression his sons must have seen often as they were grow-
ing up.

For the Marses, childhood was onc long lesson in frugality. Their
father was so dedicated to building his business that in the carly days, he
refused to spend money on his wife or his children. When Forrest Mars
first set up shop outside London in 1933, Audrey Mars’s father had to
come and rescue his daughter and her newborn son from the cold, tiny
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flat that Forrest had rented. Audrey stayed in the United States with her
parents, taking care of Forrest Jr., until her husband consented to rent a
bigger home.

Still, Forrest Mars was never one for luxury. Audrey managed the
houschold without help, and John, Forrest Jr. and Jackie were forced to
work for cverything they got. Therc were no allowances, no fancy cars,
no cxtravagant clothes. “Forrest Mars didn’t want to raise a bunch of
playboys,” explains Stegemann. “He wanted them to do something with
their lives, to be productive.”

According to the attorney, John and his brother have no concept of
their riches. “Deep down, they believe they are poor,” Stegemann says.
And by all accounts, they live normal, everyday lives.

John and his wife, Adriennc, have lived in the same housc in the
northern Virginia suburbs for twenty-two years. Their two-story colo-
nial is subdued compared with other upper-middle-class homes nearby.
Therc is no in-ground pool, no private tennis court. With its ccdar
shakes and wood siding, the house sports a weathered look. On occa-
sion, John says, the roof leaks.

In the spring, Adricnne can be seen on the front lawn, clearing the
weeds from bencath the bushes or planting new bulbs in the flower
garden. If John’s home, he’ll cut the grass.

Although Forrest Jr. recently purchased a $1-million condo in an
upscalc suburban high-risc, there is little clse about his lifc that hints at
the extent of his wealth. ITe doesn’t belong to a country club; he’s not a
stylish dresser. His 1980 Mercedes was a gift from his mother.

“It’s as though they don’t believe they deserve any better,” said a
close family friend. “They pride themselves on being average, middle-
class Americans.”

Although Mars carns profits of hundreds of millions of dollars each
year, the brothers seldom draw dividends (rom the company, living on
salaries that arc said to be about $1 million per ycar (less than one-
quarter the average compensation for a Fortune 500 CEQ). The family’s
modest compensation is mirrored in the way they run the business,
demanding an after-tax return on sales of just 3 percent. More than this,
the Marses believe, would be unfair to consumers. (Most publicly owned
companies aim for rcturns of about 7 percent.)

But fairness isn’t the only factor motivating Mars’s fiscal policy.

“Why should the family take a huge profit out of the company
and have to pay taxes on it?” explains Stegemann. “Why not just leave
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IN HACKETTSTOWN,
NEw JERSEY, ASSOCIATES
SCRUB THE FLOORS EVERY
FORTY-FIVE MINUTES.

the moncey where it is and reinvest it in the business? They don’t need
the money for anything. The best way to usc it is to expand and build the
company.”

The result of this policy is best seen inside the plants, which are state
of the art from top to bottom and are considered by competitors to be
the most efficient in the industry.

Mars opcrates more than forty factories, including fifteen in the
United States. Virtually all make use of the family’s secrct recipes
twenty-four hours a day, secven days a week, at speeds few can imagine:
In Chicago, at the company’s oldest plant, Fun Size Milky Way bars roll
off the line at the rate of 5,520 bars per minute. In a year, the plant can
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produce enough bars to circle the globe—twice. In Waco, Texas, where
Skittles are manufactured, Mars makes enough of the colorful fruit-
flavored bits each year to leave a trail every inch to the moon.

The company’s drive for efficiency has bred one of the most effective
workforces in business. Mars produces more candy per employee than
any other company in the industry. In 1990, for example, Mars’s rev-
cnue averaged out to $429,000 per associate. At Hershey, that figure
was $228,000. To attract the best people to its tcam, Mars pays its
workers the highest salarics in the business. A worker on the factory line
can carn more than $60,000 a ycar, including overtime and bonuses,
while an exccutive vice president makes more than half a million dollars
annually.

“There’s just no place like it,” said Ginger Macklin, who retired from
her job as a schoolteacher in 1987 and now manufactures Starburst Fruit
Chews for Mars. “There isn’t another company in America that would
treat me this well.”

It might seem as if these accomplishments—providing thousands of
high-paying jobs, making rhe finest-quality products and carning mil-
lions upon millions in profits—would bring a sensc of pride and satsfac-
tion to the company’s owners. But not to thec Marses, who find little
contentment in what they do,

John Mars never dreamed of being Willy Wonka—he’s ncver even
rcad the Roald Dahl story Charlie and the Chocolate Factory, in which
the mythical Wonka searches for an heir to his magical candy kingdom.
The Mars siblings never asked to inherit their father’s company; that
responsibility was thrust upon them by birth, and it haunts them to
this day.

That may sound ridiculous to anyone who has never been shackled by
the responsibility of a family-owned firm. Who wouldn’t want to run the
world’s biggest candy factory? you ask yourself. Who wouldn’t want ro
lord over rivers of chocolate? Make a little girl smile? Just remember this:
When John, Forrest Jr. and Jackie Mars were children, they never got to
cat a single M&M. Their father said the brightly colored candies just
couldn’t be spared.

He nceded cvery last one.
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MELTS IN
YOUuRrR MOUTH

[MARS CHANGES THE MiX OF
ME&M COLORS TO KEEP IN
SYNC WITH CONSUMER
TASTES. TIE CURRENT MIX?
THIRTY PERCENT BROWN,
20 PERCENT RED AND
YELLOW, AND | 0 PERCENT
ORANQGE, BLUE AND CIREEN.
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% )’HAT 1s 11 about M&M'’s? The sugar-coated pellets

aglow in the colors of childhood. The edible white Ms that appear
magically stamped, centered and perfect. The sumptuous treasure of
milk chocolate hidden inside each and every one.

Maybe it’s the shell, smooth and shiny like a jewel, as festive as a
party. You pop them into your mouth—not too many at once—and
let them roll slowly over your tonguc and in-and-out-and-around
your cheeks. Eventually, the outer layer of candy begins to soften, but
before it dissolves away completely, you let your teeth close in, crush-
ing the shells into sweet, splintery pieces.



You want to savor the moment, to let your jaw relax and relish the
sensation of the smooth creamy chocolate against the hard, crunchy
candy. But you can’t. The thought of the next mouthful is too powerful.
Quickly, you swallow; and then, without thinking, you reach for more.

It’s no accident, Really. The scientists at Mars call this grazing—thc
unconscious act of grabbing for your second, third or fifteenth serving—
and they’ve gone to great lengths to make sure that it happens.

Explains Allan Gibbons, one of hundreds of chemists working on
Mars research and development: “The chocolate in the M&M is what
we call ‘refreshing.” It’s a less satating sort of chocolate, so you can eat
lots and lots of it.”

In other words, because the chocolate isn’t quite sweet enough to be
fully satisfying, each swallow of M&M’s leaves you with an insidious
craving. How does Mars know it works? Simple.

“We test people in our offices,” reports Gibbons. “We’d give them a
bowl of M&M’s every day—about a pound, I guess. And they’d have
them on their desks and just be grazing away. We’d gauge how much
they liked the product by how much they physically ate.

“We usually have one or two pcople whosc results we have to elimi-
nate, like this one guy who ate the whole bowl no matter what. But
eventually, we can tell which recipe works best.”

When Forrest Mars first introduced M&M’s in 1940, he wasn’t quite
so scientific. His aim was to create a chocolate candy that wouldn’t melt.
The original idea, he said, came from the battlcficlds of Spain. While
traveling through that country during the Spanish Civil War, Forrest saw
soldicrs eating chocolate lentils coated with sugary candy. Protected by
the shell, the chocolate withstood the heat.

M&M’s were Forrest Mars’s first successful candy creation, after he
left his father’s candy business and struck out on his own. Today, the
candy that “melts in your mouth, not in your hand,” ranks as the world’s
most popular confection. M&M’s are sold around the globe—in China,
Russia, ‘lurkey, France, Germany, Japan, England—generating rcvenue
of more than $2 billion.

But cxcept for sales figures, there are few facts about the brightly col-
ored candies that are not in dispute—from how the candy originated, to
who was responsible for its success, to what the two Ms stand for.

There has long becn a story—one the company cannot seem to
dispel—that M&M’s werce introduced at the urging of the army, which
wanted a snack for its fighting men during World War I1. Another pop-
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ular tale is that M&M’s were invented for American bomber pilots, who
nceded a sweet, non-melting treat to munch during their long flights.
But none of this is true, according to Mars.

Yet another story—that Forrest Mars stole the idca for M&M’s from
Rowntree & Co., a British manufacturer that introduced a similar prod-
uct called Smarties in 1937—is also false, says the company. According
to this legend, George Harris, head of Rowntree, was traveling along
with Forrest when he made his great discovery. The two entered into a
gentleman’s agreement, whereby Rowntree would market the product
in Europe and Forrest would take it to the United States. Another ver-
sion of the same tale has Forrest giving Rowntree the rights to manufac-
ture his Mars bar in exchange for the rights to market a version of
Smarties in America.

“That’s absolutc nonsense,” insists Stegemann, Mars’s trusted at-
torney. “It’s truc that Forrest went to Spain with a junior member of
the Rowntree family, but it wasn't George Harris and there was no
agreement.”

There was another agreement, however, that Mars reluctantly
acknowledges. This one, with Hershey.

Ask a factory worker at Mars what the M stands for, and the answer is
always the same: “Mars, of course.”

And the second M?

“That stands for Mars, too,” they say. “ ‘A namc so nice, Forrest used
it twice’—didn’t you know?”

The truth is, the second M stands for Murrie—as in R. Bruce Murrie,
the son of William Murrie, longtime president of the Hershey Chocolate
Co. and Milton Hershey’s dearest friend.

R. Bruce Murrie was originally Forrest Mars’s partner in the M&M
business. (Although you’d never learn he had anything to do with it
by ralking with employees at Mars.) In fact, as the residents of Her-
shey, Pennsylvania, will tell you, M&M’s Chocolate Candics probably
wouldn’t exist if it weren’t for Murric and Hershey.

“M&M stands for Murrie and Mars,” corrects Howard Phillippy,
retired engineer for the Hershey Chocolate Co. “What seems now very
unusual, actually helping your competitors to the extreme, is, well . . . at
that time, it was common.”

Phillippy, who helped design the equipment used to manufacture
the Hershey’s Kiss, said he remembers modifying Hershey machines
for the first M&M plant in Newark, New Jersey, “because Murrie was
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[president of the chocolate company | at the time and his son was one of
the Ms of M&M.”

Richard Bacastow, who also worked for Hershey when M&M’s were
introduced, said he thinks it’s ironic that pcople today blame Hershey
for copying M&M’s with its own product, Reese’s Picces.

“Hershey, during the war, sent all that technology and equipment to
Mars | for M&M’s], and they exploited the opportunity. We gave it away,
really!”

Few people outside the industry are aware of this part of M&M’s suc-
cess. Understandably, neither company is quick to advertisc it. But the
truth is, the histories of these two industry rivals are closely intertwined.
One could even argue that Mars would not have succeeded without
Hershey, and vice versa.

To understand how these archenemies could once have been allies,
we must go back to the very beginning, to the families that founded
them. Only then can we understand the depths of their current rivalry.
And only then can we appreciate how their competition has helped
shapc an industry.
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C/ Z/LTIIOUGH THE HISTORY of Mars at times is
sketchy, a messy blend of fact and myth, at lcast one thing is certain:
Not long after the company’s founder, Frank Mars, was born on Sep-
tember 24, 1883, he contracted polio. It was the virus that dictated
the course of his career.

The disease left Frank permancntly crippled, unable to walk or
stand without a cane. As a young boy, he wore orthotic braces and
was almost entirely dependent on his mother. He couldn’t stand well
cnough to dress himself, couldn’t navigate stairs, couldn’t walk long
distances. Instead of stickball and street hockey, Frank’s days were
filled with aromas from the tamily kitchen, where he spent most of
his time perched on a stool watching his mother cook. Frank’s father
was a gristmill opcrator, first in Pennsylvania and later in St. Paul,
Minnesota, where the family moved while Frank was still young. His
mother made good use of the sacks of flour his father often brought



home instead of paychecks, churning out breads, pics, cookies, cakes
and, occasionally, candy. Frank was fascinated by all of it. Watching
simple ingredients like flour, eggs and water transform into dumplings,
pancakes and fritters was, to Frank, like watching a rainbow stream
across the horizon: Qut of sunlight and water came magic.

Candy, of course, was Frank’s favorite. It was fun to beat divinity, pull
taffy and shape fondant. Fun, too, to lick the spoon. But it was the
process that fascinated him most. Fudge required the exactitude of a sur-
geon. Caramecl, the patience of a nurse. He learned quickly that candy-
making is a critical science, unstable and apt to fail. The dos and don’ts
of making candy rcad like warnings on a child’s chemistry sct.

First, the weather. It does make a difference, with cooked candies
especially. A dry, cool, clear day is best; moisture in the air will kecp the
candy from hardening. Second, ingredicnts must be measured precisely.
Substitutions cannot be made, and recipes should never be doubled or
halved but followed to the letter. Candics do not take to improvisation.
Third, the temperature. Ingredients must be boiled to 230 degrees
Fahrenheit to form a thread, but should never exceed 270 degrees or the
sugar crystals will turn brittle and crack. Never hurry the cooking o7 the
cooling, and never stir the candy after the sugar has dissolved.

By the time Frank entered high school, he had masterecd most of his
mother’s candy recipes and begun experimenting on his own. There is
no indication, howcver, that any of these early experiments succeeded—
which may explain his decision to earn a living by selling candies instead.
Business records show that by 1902, Frank Mars was running a whole-
sale candy firm outside Minneapolis, peddling sweets to small shopkeep-
ers in and around the Twin Cities. That same year, he married Ethel G.
Kissack, and their only son, Forrest, was born two years later.

When Frank entered the business at the turn of the century, the
candy-making industry was in its infancy, with fewer than onc¢ hundred
large-scale manufacturers in operation. Most of these firms were clus-
tered in big cities in the Northeast and Midwest, like New York and
Chicago, where cooler, drier temperatures dominated. But even thesc
firms weren’t producing the kind of treats that Americans associate with
candy today. “Old-fashioned” favorites like Necco Wafers, Boston Baked
Beans, Red Hots and Good & Plenty, didn’t exist at the turn of the cen-
tury. Neither did candy bars. Although Milton Hershey manufactured
his first solid chocolate bar in 1895, it wasn’t until after World War [ that
the bars gained popularity. Combination candy bars—which mixed
chocolate with other ingredients—hit store shelves even later.
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Much of what Frank Mars sold was penny candy. Spun from family
recipes and passed down through generations, thesc candics were man-
ufactured on a small scalc mostly by women, like Frank’s own mother,
who cooked alone in their kitchens. Unwrapped and unbranded, these
handmade treats were typically sold by retailers by the picce and bore
gencric names like lemon drops, peppermint sticks and licorice. Broker-
ing these candies wasn’t casy. It required a good amount of up-front
cash to finance a sizable inventory and a large amount of travel, since
candy supplies were erratic and customers were hard to find. Frank
would often leave his family for weeks at a time, cver widening his scarch
for a sale. But his travels rarely paid off. Candy is highly perishable, and
morc often than not, by the time Frank cut a deal, his goods were
spoiled.

Life in the Mars household quickly turncd desperate. Frank’s busi-
ness was nearing bankruptcy. Every penny had gone into the company
and soon there was nothing left: no rent moncy, no food, few belong-
ings. Terrified for herself and her son, Ethel Mars divorced her husband
in the summer of 1910 on the grounds of nonsupport. She was awarded
custody of six-year-old Forrest, and Frank was ordered to pay $20 a
month in alimony. But the money never came.

Reluctantly, Ethel sent Forrest to live with her parents in North Brat-
tleford, Canada, an isolated mining town in Saskatchewan. She remained
in Minneapolis, taking a job as a sales clerk in a department store. She
wrote Forrest often and forwarded money whencver she could, but the
two rarely saw cach other. Frank was absent altogether.

Soon after the divorce, he had remarried—to another Ethel, coinci-
dentally—and moved west to Seattle. There, Frank decided to capitalize
on his childhood fascination and try his hand at candy manufacturing.
Once again, he poured all of his asscts into the firm, but within a year,
the company went under and creditors seized all of the couple’s personal
belongings, including their home—although Scattle candy makers claim
Frank Mars never paid off all of his debt.

“He skipped town before anybody could catch him to scttle up—it’s
legend around here,” said Mark Haley of the Brown & Haley candy
company, maker of a popular confection called Almond Roca and a com-
petitor of Mars in those early days.

Frank’s next stop was Tacoma, where in 1914, he failed for the third
time. He blamed this latest bankruptcy on stiff competition, especially
from Brown & Haley, and returned with his wife to Minncsota, where
the territory was at least more familiar. With his last $400, he plunged
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into candy making once again, although this time it was a more modest
affair.

Becausc of his credit history, no supplier in the Twin Cities would
deal with him, so he couldn’t buy ingredients in bulk. A handful of small
candy makers agreed to scll him surplus sugar, corn syrup and extracts,
but they demanded payment strictly in cash. To compensatc for these
limitations, Frank and Ethel lived in a sparse room above the kitchen he
called his factory. Each day before dawn, he cooked a small, fresh batch
of candies. Ethel took them with her on the trolley, selling them to pas-
sengers and shopkcepers along the route.

He named his company the Mar-O-Bar Co., after a goocy combina-
tion of caramel, nuts and chocolate he invented. But his best-seller was a
butter cream concoction that had been popular on the West Coast,
which he called Victorian Butter Creams. Woolworth and a dozen or so
smaller retailers soon became steady customers, and by 1923, his busi-
11ESS Was a SUCCESS.

But this is where the story gets sticky.

To hcar Forrest Mars tell it, he is the one who turned Mar-Q-Bars
into millions.

In a videotape made for the family’s personal archives, Forrest Mars
says he gave his father the idea for the Milky Way, the nougat-centered
candy bar that launched Mars into orbit.

“I had cmpire in my mind,” Forrest declares in the only recorded
account of the Mars company’s beginnings. “Simple busincsses, that’s
what you necd, if you wish to go for the world.”

o

%ving grown up with his grandparents, Forrest knew little about his
father. The two had not seen cach other or corresponded since the
divorce. His mother referred to Frank Mars as “that miscrable failure,”
and she constantly carped at young Forrest to do better for himself. For-
rest took the goading seriously.

Each day, he walked three miles to the nearest school, a one-room
clapboard house that doubled as a church on Sundays, where he quickly
established himself as a star pupil. His best subject was math. Ile could
solve complicated equations instantancously in his head, a skill that won
him respect from his teacher and classmates. He delighted in games of
skill—chess, cribbage and later bridge and poker. He took great pride in
beating the adults around him, and in showing off his knowledge gen-
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crally. He was always first to raise his hand in class; he read books far
beyond his years; he collected trivia in every subject and would rattle off
obscure facts at the slightest provocation.

Although most of his classmates never finished school—they were
recruited carly by the timber companies and coal mines—Forrest con-
tinued his cducation, encouraged by his mother. In 1922, he graduated
Lethbridge High School in Alberta, Canada, and won a partial scholar-
ship to the University of California at Berkeley, where he cnrolled in the
School of Mining. Forrest said he planned to become a mining engincer
“with the idca of going back to Canada.,” But his entreprencurial
instincts soon overtook his schooling.

"T'o pay his room and board, Forrest took a part-time job in the school
cafeteria, scrubbing floors, washing dishes and hauling garbage. But he
wound up, in his words, “the richest kid” on campus. By showing the
chef how to reorganize the menus to utilize the meats Forrest could buy
at steep discounts from wholesalers, Forrest earned an average of $100 a
wecek in 1923—a fortune so vast he canceled most of his classes to con-
centrate on business. But when school closed for vacation, Forrest was
out of work. So that summcr, he joined a tcam of salesmen traveling the
country hawking Camel cigarettes.

That’s when he met his cstranged father.

On the final night of the Camel tour, Forrest ordered his sales team
to plaster the most famous strect in Chicago—State Street—with Camel
pustcrs, because his boss told him to leave a trail showing the world he’d
been there.

“We’re going to go down there and put up our window bills on
Cartier, on Marshall Field’s, the whole main shopping district,” Forrest
instructed his men. “They’ll know we’ve been in town.”

The outrageous marketing ploy made headlines in every Chicago
newspaper—and landed Forrest in jail. It was Frank Mars who bailed
him out.

Although Forrest hadn’t seen his father since he was six, he recog-
nized Frank immediately. Short and thickset, with a prominent nose and
disappearing chin, the two men looked a lot alike. Both wore glasses.
Both had round fleshy cheeks and freckles. And strangely, they shared
the same awkward rolling gait. Frank’s was the result of polio and For-
rest’s the legacy of badly bowed legs, but anyonc watching them would
think the trait was hereditary.

Forrest had never seen a picturc of his father, and the uncanny
rescmblance unnerved him. Since childhood he had identified with his
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mother’s side of the family, and so he naturally assumed he took after her
and her relatives. To see himsclf as the spitting image of Frank was an
insulr to his life’s ambition; he didn’t want to be anything like his
father—and he certainly didn’t want to look like him. Even more dis-
turbing, Forrest quickly learned that Frank—*“that miserable failure”™—
had found success in Minneapolis with his butter creams. He was now
carning $60,000 a year and was living in a five-bedroom home outside
the Twin Cities with his second wife and their daughter, Patricia. It was
not a story that Forrest was prepared for.

Frank said nothing of his disappcarance from Forrest’s life. And per-
haps afraid of the answers, Forrest, too, asked little about the past.
Instead, the two men talked about business, the only neutral topic they
had in common.

It was this conversation that changed the future of Frank’s company,
according to Forrest. He claims that while drinking chocolate malted
milks at a nearby five-and-dime, he gave his father the idea for his
first candy bar. It all started with a simple suggestion: “Why don’t [you
manufacture] something like Camel cigarcttes?” Forrest asked Frank:
“Why don’t you make somcthing that I can sell all over the United
States?”

So far, Milton §. Hershey was the only candy maker sclling products
nationwide. The rest of the industry limited sales to local merchants,
largely because their products didn’t stay fresh long cnough to be
shipped any distance. Frank Mars’s company was typical; more than 65
percent of his sales were in St. Paul and Minneapolis.

Forrest told his father: “You’re making money, but we can’t sell them
anywhere outside of Minnesota. You’ve got problems even there.”

Frank asked: “Well, what would you do?”

To which Forrest replied offhandedly: “Why don’t you put this
chocolate malted drink in a candy bar?”

“I was just saying anything that entered my head,” Forrest cxplained
later. “And I’ll be damned if a short time afterwards, he has a candy bar.
And it’s a chocolate malted drink. He put some caramel on top of it, and
some chocolate around it—not very good chocolate, he was buying
cheap chocolate—but that damn thing sold. No advertising.”

The ncw creation, dubbed the Milky Way, was strikingly difterent
from its competitors. First, its solid chocolate coating kept the candy bar
fresh. Second, because malt-flavored nougat—a whipped filling made of
cgg whites and corn syrup—was the bar’s main ingredicnt, the Milky
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Way was much bigger, tasted just as chocolatey, but cost much less to
produce.

“People walked up to the candy counter and they’d sce this flat little
Hershey bar for a nickel and right next to it, a giant Milky Way. Guess
which one they’d pick?” bragged Forrest.

In its first year on the market, 1924, the Milky Way brought in sales
of ncarly $800,000. The fluffy nougat quickly became Mars’s hallmark,
the centerpiece of all of Frank’s candy creations.

That September, Forrest Mars returned to Berkeley, but he was no
longer interested in mining.

“In the cafeteria, I was making more money—twice as much, threc
times as much moncy—as they’re going to pay me as a mining cngineer
when I graduate,” Forrest said. “ . . . The hell with running some mines
in the backwoods.”

Inspired by his father’s manufacturing success, and driven by his own
competitive nature, he initially changed his major to metallurgy.

“I figured I"d mix some ¢lements together and make some new metal
or something,” he said. “It didn’t look too hard.”

But then he heard about Irving Fisher, head of the department of
cconomics at Yale University and one of America’s leading economists.
In a speech to Berkeley’s undergraduatces, Fisher railed against govern-
ment intervention to increase employment. His idcas fascinated Forrest.

“I listened . . . and he’s talking about something called inflation,”
Forrest recalled. “Iie’s talking about money. . . . I don’t really under-
stand it but I went down to the dean and 1 said, I can’t afford to wait.
I’ve got to go to Yale to learn all about this money business.””

In 1925, just beforc his junior year, Forrest transferred to Yale with
the help of his father. He enrolled in the Sheffield Scientific School to
study industrial engincering, hoping to learn all he could about com-
merce.

At Yale, Forrest paid close attention to his classes. But it wasn’t long
before he found himself another job—this time, selling neckties to his
status-conscious classmates. The scheme nivaled his cafeteria gig, earning
Forrest hundreds of dollars each semester, not to mention a lot of con-
nections on campus. He sold necktics to the football playcers and glee
club singers, to the fraternity boys and the secrct societies. To make him-
self popular, he handed out free Camel cigarettes to all of his customers,
a gesture that quickly endeared him to his classmates.

The necktie operation, like so many of Forrest’s best business ideas,
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was the result of an unusually keen intuition. Perhaps it came from
growing up poor, or from being forced to prove himself at a very young
age. Whatever the reason, Forrest was a man surrounded by possibilities.
Everywhere he looked, he saw an angle.

As he tells it, while shopping in Sulka & Co., a prestigious men’s
store, he came across a salesman tossing necktics into a large basket. It
turned out the salesman was throwing the ties away, and that gave For-
rest an idea: “Look, why can’t I have them? I’ll buy ’em and we’ll scll
them to Yale students . . . and when they get out of school, you’ll have
them all buying Sulka ncckties.”

Forrest paid 50 cents apiece for twenty neckties and sold them to his
classmates for $2 each. When he ran out of inventory, he returned to the
store for more, but Mr. Sulka raised the price to 75 cents. Not to be out-
done, Forrest bought the ties and set up a kiosk in the student union,
complete with carpeting, chairs and a mirror.

“And wouldn’t you know, [ got $2.50 for "em,” he boasted.

Although he lacked the good looks and high social standing that
marked most of the Yale student body, he was popular on campus—
especially with the faculty, who admired his drive and intelligence. And
although some found him too arrogant and cocky, his business sensc,
self-assurance and scriousness carned him respect.

“I wanted to learn about money, about business,” Forrest said of
his Ivy League years. “I wasn’t at Yale to be pampered, like some other
boys.”

Forrest told friends it enraged him to sec sons of wealthy busincsmen
wasting time with girls, getting drunk and missing classes. His room-
mate, Pierre Holk, nephew of Pierre du Pont, agrced.

The two spent a lot of time together, drcaming up get-rich-quick
schemes and talking about the future. Forrest pumped Picrre for all he
knew abourt his uncle’s business strategies and slowly came to learn how
DuPont was structured and managed.

“Picrre taught me a lot about business,” remembered Forrest. “He
really got me thinking.”

Forrest read every book he could find on du Pont, on Rockefeller,
on Ford. But it wasn’t the entrepreneurial ambitions of these men
that impresscd him; it was the nuts-and-bolts business principles cach
employed—their accounting practices, their manufacturing techniques,
their internal organization. He absorbed himself in these nitty-gritty and
seemingly mundane dctails, and by the time he graduared in 1928, he
was ready to test all he had learned.
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6{;& Mars’s company, now called Mars, Inc., was moving to a swanky
new plant on Chicago’s west side. (A move Forrest claimed he encour-
aged.)

“I told my dad, “The freight rate in Chicago is half that of Minne-
apolis . . . with this ratc, we can really make some moncey.’

“So he begins to listen . . . and we start building in 1927.”

Mars paid $45,000 for a large tract of land just north of Oak Park, a
wealthy Chicago suburb. The sitc was known to golfers for over thirty
years as the thirteenth, fourteenth and fifteenth holes of the Westward
Ho golf coursc, but Frank turncd it into a $500,000 showplace.

From the outside, the factory looked like a Spanish-style monastery,
with stucco walls, red-tile coping, wrought-iron ornamentation, two-
story arched windows and doorways, a beautiful cupola and a long
canopy extending one hundred fect from the main entrance to the side-
walk. Absolutely nothing on the exterior hinted at the manufacturing
activities inside. Mars wanted the structure to blend with the surround-
ing well-to-do neighborhood, and like the homes nearby, the Mars fac-
tory was bordered by broad, sloping lawns of brilliant green bent grass,
beds of flowers, shrubs and towering trees.

“A casual passcrby who didn’t know what it was probably would
think it was a fashionable club or some important institution—ncver a
factory,” wrote the Chicago Tribune. The newspaper called the plant
“the most outstanding picce of industrial architecture in Chicago,” and
credited it with actually boosting home sales in the area.!

Inside, everything was cutting-edge. Designed by the engineering
department of the Austin company—which built all of the automobile
plants for Ford—the plant was sleek, modern, efficient and as automated
as possible.

“We’d had one small enrober in Minneapolis,” Forrest recalled, refer-
ring to the machine that coats the candy in chocolate. “But we had a
whole line of ’em here. And we’ve got wrapping machines that’ll wrap
an uneven bar. We knew how to wrap a standard item, but how to wrap
a bar that’s not always quitc the same shape? We Icarned that.”

In 1929, Forrest said, the Chicago plant was cranking out as many as
20 million candy bars annually. His father wanted to broaden the com-
pany’s product line, “but I told him to keep it simple,” Forrest said.

In 1930, Frank Mars invented the Snickers bar—a peanut-flavored
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nougat bar topped with crunchy nuts and caramel, coated in chocolate.
In 1932, he unveiled the 3 Musketecrs, which took its name from its
original design: three pieces of nougat candy—one chocolate, one
vanilla and one strawberry. (When the price of strawberrics rose, he
dropped the design in favor of a single giant chocolate-flavored bar.)

The additions pushed Mars sales to more than $25 million in 1932,
ranking Mars as the second-biggest candy maker in the country. Only
Hershey was bigger. But there was no rivalry; in fact, Hershey and Mars
werc business partners.

“It was a differcnt era,” explains Richard Murrie, whose father was
president of the Hershey Chocolate Co. untl 1947. “Everybody knew
everybody, everybody was friendly. My father was friends with Frank
Mars. They admired and respected each other very much.”

When Frank Mars was struggling in Minneapolis, it was Hershey, or
more specifically, William Murrie, who helped him out.

‘The clder Murric met Frank when he was trying to secure a steady
flow of supplies for the Milky Way. He thought Frank’s product might
make it big, so when no other chocolate supplier would extend Mars
credit, Murrie gave him an account. As Frank’s company grew and
became more successtul, so did the relationship betwcen Mars and
Hershey.

When the two first joined forces, Hershey was selling just a small
amount of chocolate coating to other food manufacturers. Nabisco, for
example, bought Hershey chocolate flavoring for its Orco cookies, as
did other firms that couldn’t afford to manufacture chocolate them-
sclves. But company records show Hershey was considering closing
down that business.

“It was so small, it was more expensive than lucrative,” explained Earl
Spangler,? former president of the chocolate company.

But then came Frank Mars.

“That’s what really starred it going,” said Spangler. “Mars didn’t buy
coating from anybody clse. Not Nestlé’s, not Baker’s, just Hershey’s.”

In 1921, Hershey recorded sales of just 8.3 million pounds of coat-
ing. By 1938, coating sales rcached 8.4 million pounds a month, thanks
in large part to Mars.? William Murrie saw Frank Mars not as a threat,
but as onc of his best customers. At the height of their relationship, coat-
ing sales accounted for one- quarter of Hershey’s total chocolate output
and 20 percent of Hershey’s total salcs, or about $7.5 million per year.
Every week, as many as ten boxcars loaded with ten-pound blocks
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of solid chocolate left the Hershey railway station hcaded for Mars,
Chicago.

So important was the Mars business that Hershey scientists devel-
oped a whole new line of special chocolate for each of Frank’s inven-
tions. The chocolate coating for the Snickers bar was milky and smooth,
with just a hint of peanut, while thec 3 Musketeers was extra sweet and
chocolatey. The original Milky Way was enrobed with standard Hershey
chocolate plus the slightest hint of malt.

For both companies, times were good. Frank Mars was tooling
around Chicago in a $20,000 Ducscnberg. His wife, Ethel, drove a six-
teen-cylinder Cadillac. They built a vacation estate—a 100-foot-by-200-
foot log mansion in Minocqua, Wisconsin, that Frank called his “fishing
place.” And they indulged a passion for horses, investing more than $2
million in a lavish Tennessee horse farm they named the Milky Way Sta-
bles. They owned an airplanc, had servants in every quarters and plenty
of moncy in the bank.

But Forrest Mars wasn’t satished. “I wanted to conquer the whole
goddamn world,” he explained.

Unlike his father, who was permanently scarred from his early years in
business, Forrest Mars had no fear of failure; it simply wasn’t part of his
makeup. He was constantly pushing Frank to cxpand the business.
Everything had to be faster, cheaper, bigger, better.

Supposedly, Forrest was responsible for buying the company’s raw
materials, but he strutted around the Chicago plant as though he owned
it, shouting orders at workers on the line and advising every manager
from sales to accounting. He contradicted his father at every turn and
argucd obsessively with Frank about the future of the firm.

Soon, every worker in the plant was complaining about Forrest’s
know-it-all attitude and meddling naturc. Frank Mars tried to ignore
their criticisms; after all, Forrest was family, and now that they had
reunited, he was desperate to make amends. But Forrest wasn’t making
it casy. He continued to question his father’s judgment, and he
demanded that Mars cxpand into Canada. Frank Mars didn’t share his
son’s enthusiasm.

“My father says, ‘We’re making enough money. We have an airplane,
we’ve got the fishing place, we got horses. Why do we need any more?’”
recalled Forrest.

It’s a question he himself would never ask.

“Why do I want to go on?” Forrcst mused. “I want to go on because
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it’s fun. I like building businesses. . . . I like the tension. I likc the
gamble. . . . The word challenge isn’t too good a word for it. I think it’s
better to say the truth: I like the tension,”

“It’s like telling you I like to fish because I like that tug. It isn’t how
big the fish is that matters, it’s that tug before you get it up. That’s the
most exciting time.”

But Frank Mars wanted no part of it, and in the fall of 1932, he
kicked Forrest out of the business.

“Things got bitter,” remembered Forrest, “and I’m not proud of
this. I told my dad to stick his business up his ass. If he didn’t want to
give me one-third [of the stock] right then, I said, ‘I’m leaving.’

“He said leave, so T left.”

Frank gave Forrest $50,000 and the foreign rights to the Milky Way,
and Forrest set out to prove he could succeed alonc, just as he always
had before he came to Chicago. With his wife, Audrey, and his newborn
son, Forrest Jr., he traveled to Europe to seek his own fortune, far from
the shadow of his complacent father.

Fifteen months later, Frank Mars collapsed on the floor of the Chi-
cago factory. He was rushed to the hospital with kidney failure and died
a few weeks later. He was just fifty years old.

Forrest, his only son, was noticeably absent from his funcral.

o

%nring to rid himself entirely of Frank Mars’s influence, Forrest
started his first manufacturing concern in Paris, and it had nothing what-
soever to do with candy.

“I had a new way of keeping your shoes straight—shoc trees, you call
’em today,” said Forrest. “It had this wirc that hooked on the inside and
a form that kept ’cm straight. But I didn’t know enough French to know
how to sell the damned things.”

Forrest tinkered with the idea of returning to confections, but first he
wanted to become a candy maker himself.

“You can hire lawyers, you can hirc accountants, you can hire adver-
tising men or financial types,” he reasoned. “But if you want to get rich,
you gotta know how to make a product— and you aren’t going to hire
anybody to make a product for you to make you rich. They’ll only make
it for themselves.”

Not surprisingly, given his competitive streak, Forrest was particularly
interested in the one part of the candy business that his father didn’t
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know: chocolate. So in carly 1933 he traveled to Switzerland to study
with the masters, working first at the factory of Jean Tobler, who in
1899 introduced an opulent line of chocolate bars, including his famous
Toblcrone, and next at the factory of Henri Nestlé, the chemist who
invented milk chocolate in 1875 with a Swiss candy maker named Daniel
Peter.#

“I was an hourly paid guy,” remembered Forrest. “They didn’t know
who I was. I just told them I was an American, and the factory manager
didn’t care, all he cared was whether | knew anything about candy.”

By posing as an ordinary factory worker, Forrest assured himself a
first-class education in chocolate manufacture. But he wasn’t the only
candy maker to steal secrets this way. Storics abound of famous candy
men sneaking inside factorics by offering to work for the competition.
While perfecting his recipe for milk chocolate, Milton Hershey suppos-
edly toured several European factories, including a cheese factory in
Switzerland, where he studied how the Swiss handled milk. (ITe was
hoping to unlock the secret to blending milk and chocolate.)®

The Cadburys and Rowntrees sent so many moles to work in each
other’s factories that their spying became legendary, the basis of Roald
Dahl’s industry parody, Charlie and the Chocolate Factory:

“You sce, Charlie, not so very long ago there used to be thou-
sands of pcople working in Mr. Willy Wonka’s factory. Then onc
day, all of a sudden, Mr. Wonka had to ask every single onc of them
to leave, to go home, ncver to come back.”

“But why?” asked Charlie.

“Because of spies.”

“Spies?”

“Yes. All the other chocolate makers, you see, had begun to
grow jealous of thc wonderful candies that Mr. Wonka was
making, and they started sending in spies to stcal his sccret recipes.
The spies took jobs in the Wonka factory, pretending that they
were ordinary workers, and while they were there, each onc of
them found out exactly how a certain special thing was made.”

The practice became so rampant that candy makers in Europe—
where most of the important industry innovations were taking place—
began hiring detective agencies to investigate their employees. Scnsitive
manufacturing processes were designated off-limits to all but the most
loyal workers. And businesses that dealt with candy makers were foreed

To e MiLky WAY AND BIvoND ®

G/



CHOROLADENFABRIKATION

THE PRODUCTION OF
SOLID “EATING”
CHIOCOLATE DEPENDED
ON VERY SOPHISTICATED
MACIHINERY, AS
DEPICTED IN THIS
iLI.USTRATION FROM A
LATE-NINETEENTH-
CENTURY (JERMAN
ENCYCLOPEDIA.

to sign confidentiality agreements. But the precautions did little to stop
the spving, which continues today.

“Mars’s intelligence operations are infamous,” said Jack Dowd,
retired marketing exccutive for Hershey. “I know they tried to pump
information out of suppliers and brokers and candy buyers—anybody
they could. I wouldn’t be a bit surprised if they infiltrated our ranks,
although as far as I know, we never caught them at it.”

None of the fifty candy companics I spoke with—including Mars and
Hershey—acknowledged using such deceptive practices against their
competitors. But at the same time, each firm complained that corporate
espionage was a problem in the industry.

“I do know that industrial espionage has been used—used against
us,” said former Hershcy CEO Richard Zimmerman. “And I do know
that we worried quite a bit about having visitors in our plant . . . but vis-
itors almost never saw the key arcas, the critical arcas. It was a very highly
sclective process of who got into those areas, and I’m sure that is still the
case today.”

George Greener, a former Mars cxecutive, said he knows the com-
pany’s European operations have been infiltrated by other European
manufacturers, although he rcfused to name the perpetrators.

“It happens,” he said. “Everybody knows it happens. The last guy
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who tried it was claiming to be a food technologist, which he was. But
he was also being paid by another company to get a job at Mars and
report on what we were doing.” Greener said the ruse was discovered
before the man was hired.

Forrest Mars never revcaled his identity to his Swiss employers, but
he defended this omission, saying: “They never asked.”

At the time of his employment, the process of manufacturing choco-
late was gradually shifting from improvisation to exact science as manu-
facturers experimented with various ways to render the essence from
roasted cocoa beans. No two companies employed the same practices. In
America, Milton Hershey was blending and smoothing his chocolate for
a record ninety-six hours before allowing the candy to harden. In En-
gland, the chocolate was subjected to heat during mixing, which added
a caramelized flavor to the finished product and shortened the mixing to
about seventy-two hours. In Switzerland, manufacturers were adding
condensed milk to the unsweetened chocolate to produce a creamier
blend.

Each process produced its own unique chocolate flavor, and over
time, thesc differences translated into distinct national tastes. The
British, for example, prefer their milk chocolate very sweet and caramel-
like, while Americans identify with the harsher, grittier flavor popular-
ized by Hershey. German chocolate generally ranks as the richest
because of its traditionally high fat content, while Italian chocolate is
drier, more bittersweet. Swiss chocolate, considered the finest by con-
noisseurs, is characterized by a strong, aromatic, almost perfumey flavor,
and the smoothest, silkiest texture.

Discerning such differences has become a trade all its own. Much like
wine tasters, professional chocolate tasters train for years, fine-tuning
their palcttes to each nuance in the candy. Because the final product can
be affected by hundreds of variables, it is the chocolate taster’s job to
keep the flavor “pure.” At Mars, this is done in Elizabethtown, Pennsyl-
vania, where the company’s U.S. chocolate is produced. Every day at 3
.M., a pancl of tasters is called in to test cach batch at each stage of pro-
duction.® Seated at a kitchen table, they sample the chocolate from the
last twenty-four hours and report their findings on an elaborate checklist
that covers texturc, color, flavor and meltability. The job is not as excit-
ing as it sounds, however. Swallowing is not allowed, and the chocolate
they test has not yet becn sweetened. (The sugar would mask any off
flavors.) Besidcs, it’s very difficult work; chocolate is one of nature’s




most complex flavors. So numerous are its properties that chemists have
been unable to synthesize it despite decades of research.

“Chocolate is Mother Nature’s best-kept secret,” says Maurice Jef-
fery, a manufacturing consultant. “We still haven’t unlocked all of its
mysteries, and reproducing it is out of the question.”

Explains one chemist in McCormick & Co.’s flavor division: “If
you’rc a mountain climber, you want to climb Mount Everest. If you’rc
a flavor chemist, you want to make the perfect chocolate.”

Flavorists have mastered sour apple, pifa colada, vanilla and pista-
chio, but their chocolate doesn’t even come close. That’s because
chocolate contains more than 1,200 different chemical components,
about six times as many as lemon or strawberry, which are a cinch to
make in the lab. Chemicals known as “top notes” or “volatiles™ con-
tribute to chocolate’s aroma; “background” notes give chocolate its bit-
terness and aftertaste; and cocoa butter—which isn’t even in a flavorist’s
repertoire—provides chocolate’s meltability and mouthfeel.

None of the 1,200 chemicals in chocolate is dominant, like the
vanillin in vanilla or the menthol in mint that give them their distinctive
flavors. Instead, chocolate is a complex combination of hundreds of
chemicals that give off rosy notces, honey notcs, leafy notes, nutty notes,
bitter notes and even sweaty notes. While they all work together in real
chocolate, they’re impossible to harmonize in synthesized form. For
example, one chocolate chemical, trimethylamine, emits a strong note of
spoiled fish, which overpowers cvery other chemical in the test tubc.
Real chocolate, however, wouldn’t taste the same without it.

Further limiting the chemists’ efforts, only 20 percent of the chem-
icals known to occur naturally in chocolate have been approved by
the U.S. government for use in foods. So when flavorists discovered a
dash of a cyanide-based chemical in chocolate, there was nothing they
could do; federal standards prohibited them from reproducing it for
consumers.

‘The complexities and mysteries surrounding chocolate were not lost
on Forrest Mars. He carefully observed the various methods of produc-
tion and took dctailed notes on the results.

“I’d sce how much sugar they put in, the kind of milk they used,” he
remembered. “I’d watch some guys heat their conches [the machines
that mix the chocolate] and other guys cold conche.

“Some would run the same mixture through a battery of refiners,
while another guy might run it through just once. Mr. Hershey, why he
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used to slap that stuff, mixed it for days. The Swiss, they were a little

more scientific.”

C’% 1933, when Forrest had lcarned all he could, he headed for En-
gland to launch his own confectionery. “At least there I could speak the
language,” he explained. But the beginning wasn’t easy. ‘The British
market was saturated with swects from local manufacturers like Rown-
trecc & Co. and Cadbury Brothers Ltd., which together controlled
nearly 100 percent of solid-chocolate sales. These were mammoth-sized
corporations employing tens of thousands of workers and producing
millions of pounds of chocolate each year. The Cadbury Dairy Milk bar
was the Hershey bar of Britain, although it was sweeter and creamicr and
came in “tablets” a half inch thick.

By the time Forrest Mars showed up, Cadbury was already manufac-
turing chocolate in Ireland, Australia and South Africa. The Cadbury
family owned one of London’s largest newspapers and its members were
involved in Parliament, the military and local government. Rowntree
also owned a London newspaper, and its influence was just as wide-
spread. The company was considered Britain’s most savvy marketer, with
promotions that included coupons, full-page advertisements and bill-
boards. Like Cadbury, Rowntree boasted vast operations abroad, in Ire-
land, Australia and Canada. Its staples included Black Magic chocolates,
Kit Kat and Aero bars.

Forrest Mars was an outsider. And against such giant competitors, his
$50,000 seemcd useless. He scrapped his plans to open a Chicago-sized
factory and, like his father before him, set up a tiny kitchen in a small
industrial town about thirty miles north of London called Slough. He
and Audrey and little Forrest Jr. lived in a one-room cold-water flat
behind the “factory,” and Forrest went to work creating an Anglicized
version of the Milky Way, which he cgotistically dubbed the Mars bar.

In the Mars tradition, he devoted cverything he had to the product,
leaving little for his family. The situation became so blcak that Audrcy
wrote to her parents in America, complaining that the heat in the apart-
ment never worked and that there was very little food. When Forrest
refused to remedy the situation, she and Forrest Jr. returned to America
to live with her parents.

cy
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Forrest was necver ashamed of this. It was simply a matter of busi-
ness—what was required at the time.

“My father-in-law took them back to America to feed them,” he
stated matter-of-factly. “So, they went home.”

Meanwhile, Forrest bought some secondhand manufacturing equip-
ment from Baker Perkins Ltd., a well-known supplier, and he sccured
malted milk from a man who had occasionally helped his father. He also
lined up an account with Cadbury to purchase chocolate, knowing it
would be years before he could afford to manufacture his own. On the
August bank holiday of 1933—with four employees working in an ice-
cold room barely bigger than a clerk’s office—he produced his first
candy bars. He traveled to London to sell them himself, and within a few
months, he had established a small following.

Once again, it was thc nougat that made the difference. Forrest
altered the flufty filling slightly, adding morc sugar and a little less malt
to satisfy British tastes, and he covered it in even sweeter caramel. When
surrounded by the beloved flavor of Cadbury’s, the Mars bar captured
all that the British adored about chocolate. It was sweet and creamy and
rich, and it was bigger than any other bar on the market. Sales soon took
off, and Forrest began furiously expanding his tiny factory to keep up
with demand.

But all was not perfect. Forrest wanted to expand his offerings
beyond Mars bars, but every other candy he tried was a failure. A bar
called So Big, thc biggest candy bar ever introduced, was a disaster,
remembered Forrest, “because nobody could eat that much candy at
once,” and the leftovers quickly melted in your pocket. Forrest also
experimented with a pineapple version of the Mars bar, inspired by a
drop in the price of the tropical fruit, but that bar also flopped. In 1937,
he gambled by trading cocoa commoditics—a big mistake. “I lost my
shirt,” he reluctantly admitted.

But he defended thesc carly mistakes by saying, “I’m not a candy
maker. I’'m empire-minded.” And it is in the factory in Slough that he
developed the austere principles that still guide the Mars ¢mpire today.

For running the busincss according to his strictures, Forrest paid his
managers three and four times what other companies offered. In return,
he demanded complete devotion, asking employees to work with him
twelve and fourteen hours a day. To cnsure that everyone pulled his
weight, salarics, including his own, were tied to corporate performance.

He lectured on quality with the zecal and regularity of a Sunday
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preacher. An improperly wrapped candy bar or a pinhole in the choco-
late coating sent him into a dither. He would hurl boxes of poorly
wrapped chocolate across a room and would terrorize the factory floor if
he noticed Mars bars without enough caramel.

His longtime financial officer, David Brown, praised his cunning
business sense and his absolute dedication to the product. But in recall-
ing how he came to be Forrest’s chief accountant in the carly days at
Slough, Brown remembered only onc thing: fear.

“Few pcople wanted to go work for him directly,” said Brown, who
spent thirty-seven years as one of Forrest’s top lieutenants but wouldn’t
dare consider the man his friend. He described his dealings with Forrest
as amicable, “as long as you had a strong duck’s back—if you could take
a certain amount of tantrums. . . . He could be cruel and demanding—
you just had to know how to shake it off.”

What he lacked in charm, he made up for in determination. Forrest
was a risk taker with an uncanny ability to sense potential. “le was
always preparcd to consider outlandish idcas,” said Brown. In 1934,
not long after the Mars bar proved a success, Forrest purchased a
small British company called Chappel Bros., which was canning meat by-
products for dogs. Throughout Europe, dogs and cats were eating table
scraps. No one had even considered an alternarive. But Forrest saw pos-
sibilitics. He believed he could convince pet owners that Chappie’s
canned food was more nutritious, and it wasn’t long before Britain and
the rest of Europe bought the idea. With no competition, Petfoods Lid.
soon dominated the markct. Within five years, Forrest had increased
sales fivefold, to £100,000. Chappie became the cornerstone of Mars,
Inc.’s, pet tood empire, which today accounts for nearly half of the com-
pany’s total sales.

This is what Forrest loved, building businesses. Not managing them.
He lcft the managing to others and spent his time tinkering with new
products, new manufacturing techniques, new ways to improve quality
and efficiency. Those who worked for him described him as a dictator.
But he was much more than that. He was an explorer, a conqueror. He
wanted everything made cheaper and faster than the competition. To do
that, he brought the wisdom of outside industries into his businesses.
He studicd the production of steel to learn how to conduct a product
through his plant without touching it. He studicd the manufacture of
ccment to better understand how to mix his own ingredients. He bor-
rowed DuPont’s planning system and patterned his management struc-
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turc after T. G. Rose’s Higher Control in Management, a British book
that emphasizes flat, simple organization. He routincly rebuilt the stan-
dard candy manufacturing cquipment, making it less wasteful and casier
to opcrate. And he was never satisficd.

“Wherever he could, he applied the principles of economics, mathe-
matics and scicnce,” remembers Charles W. Kaufman, a business profes-
sor who worked for Forrest as a consultant in the 1960s. “He was way
ahead of everybody clse in the industry. They were just candy makers.
He was an entrepreneur.”

To ensure his workers arrived promptly, Forrest installed a time clock
and offered an additional bonus to those who were never late. He also
instituted a complicated system of checks and balances to ensure the
quality of his candy. All workers on the factory floor were authorized to
halt production if they noticed something wrong, and they were berated
by Forrest if they didn’t do just that.

“Forrest would rant and rave about how we represcnted the customer
inside the factory,” said Mark Cross, who worked at Slough in those
carly days. “He was fanatical about quality and was constantly inspecting
everything himself. He was on you like a mosquito if he suspected you
weren’t doing your job right.”

Today, business gurus loudly espouse the merits of such practices.
Total Quality Management, Worker Empowcerment and Total Responsi-
bility—these are modern business buzzwords. But what they really mean
is, be like Forrest Mars—give workers a sense of ownership in the final
product; reward employees for their performance; encourage workers to
make decisions for themselves; focus on quality, quality, quality. Such
popular new products as General Motors’s Saturn have been built on
these so-called innovative ideas.

To be fair, no one outside of Mars knew that Forrest was preaching
these practices in the 1930s. And to some degree, neither did Forrest.
He had no fancy label for his management style, no carefully ordered
theory for his approach. He didn’t read about it in some comprehensive
manual. His philosophies grew naturally out of his exacting personality
and his study of the businesses around him. Those who worked closely
with Forrest said he couldn’t have run his company any other way.

“It was in his blood,” said Duke Vance, onc of Forrest’s top man-
agers. “He never once thought of doing it differently.”

By 1939, Mars Ltd. was ranked as Britain’s third-largest candy man-
ufacturer. Forrest had opened a factory in Brussels and had started sell-
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ing his Mars bars across Europe. But soon after stecring his company to
success, Forrest had to leave the country.

To help raisec money for World War II, the British government had
imposed a special tax on all resident foreigners. Forrest later claimed that
members of the Rowntree and Cadbury familics who were active in Par-
liament had pushed for the tax to run him out of town, although he
could never prove it.”

“They wanted to shut me down,” he said. “And the war gave them
the perfect opportunity.” Of course, Forrest had no intention of paying
the tax, but he rcfused to close his business. Instead, he left it in the
hands of Collin Pratt, his top British manager, and returned to America.

Although his father had long since died, the Mars factory in Chicago
was being run by his stepmother and her family, and there was no room
for Forrest. He had other plans, anyway. With the war sprecading across
Europe, he thought that the candy-coated chocolates he had scen
during his travels in Spain might be in demand. So he headed for Her-
shey to work out a deal.
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MiLToN HERSHEY OPENED HIS FIRST
CANDY SHOP AT AGE NINETEEN. IT
WENT UNDER AFTER $IX YEARS—
THE FIRST OF SEVERAL FAILURES.

O

ul'l'TING IN AN old and frayed easy chair, smoking a
Corona-Corona cigar and playing solitaire, Milton Hershey looked
more like a loncly, half-forgotten grandfather than a millionaire
industrialist who had introduced the world to the nickel chocolate
bar. It had become his habit to sit there, playing cards or Chinese
checkers, listening to the war news on the cabinct radio that was the
only other piece of furniture in the room. When hc couldn’t slecp,
which was often, he would prop himself up in the chair, an afghan



gathered around his legs, listening to the commentators until the soft
light of the morning sky reminded him of the new day.

At eighty-five, he rarely left this room anymore. Except for visits to
Atlantic City, where, he said, the scaside air invigorated him, he pre-
ferred the familiar comfort of his two-room suite in High Point Man-
sion, located in the center of the town of Hershey, Pennsylvania. The
mansion, which he built for his wife, Kitty, in 1908, no longer belonged
to him. He had given it away in 1930, to be used as a clubhouse for the
newly organized Hershey Country Club. But he kept two rooms on the
sccond floor for himself and, now that he was no longer travcling the
world, he conducted most of his business from the tiny sitting room,
which doubled as dining room and boardroom.

Although no longer involved in the business firsthand, he gathered
cxecutives in his suite each day to lunch with him and report on opera-
tions. He never said much at these meetings, just listened and nodded.
But then, Hershey was never a man of words. Lacking any formal educa-
tion, he preferred to let others do the talking, interrupting only when he
didn’t understand or when he disagrecd. The only person he was known
to have real conversations with was William Murrie, his closest friend and
the president of the chocolate company since 1908. The two of them
would often sit for hours playing cards, smoking cigars and reminiscing.

Their conversations were modest ones, absent ego or pontification.
They enjoyed poking fun at cach other, and gave as much credit to
others for their successcs as to themselves. One of their favorite stories,
which they frequently shared with whoever happened to be listening,
was of the first time they met—in a billiard hall in Lancaster, Pennsylva-
nia. At the time, Murrie was a “drummer,” a traveling salesman for a
confectionery wholesale firm out of Pittsburgh. A wisecracker and teller
of tall tales, he regaled Hershey with storics of his past—his days as a
scmi-pro bascball playcer, a telegrapher for the Western Maryland Rail
road, a railroad scab in Chicago. Hershey admired Murrie’s gregarious,
charming nature—so completely opposite his own—and when Murrie
bragged that he could scll more candy than Hershey could manufacture,
Hershey took him up on his boast.

The year was 1895, and Hershey, who had already made a vast fortune
sclling caramels, had only just begun manufacturing chocolate. A whole-
sale price list of his earliest chocolate creations contained more than one
hundred different items. There were Chocolate Cigars and Chocolate
Cigarcttes, Chocolate Blossoms, Sweet Pcas, Chrysanthemums, Choco-
late Bicycles, lady Fingers, Vassar Gems and Princess Wafcrs. A coating
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of lampblack turned a light chocolate dark, and a fancy ribbon turned
any item into a De Luxc. Murrie took the line on the road, and within a
ycar, he had sold more chocolate than tie plant could produce, just as he
had promised. The [cat so impressed Hershey that he invited Murrie to
stay in Lancaster and named him general manager, and later president, of
the Hershey Chocolate Co. For the next fifty years, Murrie remained
Milton Hershey’s right-hand man and trusted confidant.

The two men were not at all alike. At six foot four, Murric was a
fiendishly handsome Scotsman, with a thick head of red hair that the
years had slowly turned Santa Claus white. His broad shoulders and
flashy smile gave him a Hollywood appearance, which he used un-
abashedly to woo customers and close deals. Were it not for his stately
manner and strict Catholic observance, he could easily have been mis-
taken for a more unsavory, snake-oil type—for he had that ability to steal
you blind before you knew you’d been robbed. Next to Murrie, Hershey
seemed almost demure. Soft-spoken, with gentle aqua-blue eyes, he was
stocky and a good head shorter than Murrie. His most distinguished fea-
tures: a thick, dark mustache and heavy eyebrows that combined to give
him a touch of old-world clegance.

Hershey liked to start things: to invent new candies, build new busi-
nesses, lay out towns and factorics. To him, planning and creating were
the excitement. Murric was just the opposite. He was a doer, a mover
and shaker who lived to bring ideas to fruition. It was Murric who actu-
ally oversaw the day-to-day operations of the chocolate plant; Murrie
who handled the sales, the marketing, the logistics and the distribution.
Over time, his behind-the-scenes role earned him the nickname “the
Inventor’s Implementor.” It seemed whatever product Hershey could
invent, Murrie could make a success.

The two men were practically inseparable, especially after cach was
widowed. They shared the same desk, dined together daily and stayed up
latc most nights playing cards. In their younger days, they played
snooker and cight ball in Hershey’s billiard room—games that would go
on and on since ncither was willing to lose his wager. But they kept their
competition to the pool room; outside of it, they werc a tcam, building
up the business untl Hershey became a houschold name.

This was Murrie’s proudest achievement., Although never directly
taking credit, he loved to boast how the business had grown from sales
of half a million dollars. He would tell his salesmen at every chance
how he’d outsold the production run in his very first year, and he urged
them all to do the same. Not that selling Iershey chocolate was so hard
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anymore; the nickel bar, introduced in 1900, had become an American
icon. Before Hershey entered the business, chocolate was a luxury avail-
able only to the rich. Three manufacturers were producing chocolate
candics in the United States in the late 1800s: Walter Baker in New En-
gland, and Eticnne Guittard and Domingo Ghirardelli in California.
(Surprisingly enough, all three are still in business.) None of these com-
panies produced on a large enough scale to make chocolate affordable,
however; and none had yet learned the secret of manufacturing milk
chocolate.

It was Milton Hershey who revolutionized the industry. He was the
first to make milk chocolate in America. And by manufacturing candy
bars the way Henry Ford madc automobiles, Hershey brought milk
chocolate to the masses. His technical innovations and populist vision
made him a multimillionaire, but unlike the other great industrialists of
his time—Gould or Carnegie, Morgan or Hearst—Hershey never rev-
cled in this particular accomplishment. It was not at all what he was
about.

C’%lton Snavely Hershey was born in 1857 in a crossroads hamlet in
central Pennsylvania called Hockersville. This was farm country—cows
and corn as far as the eye could see—and home to the Plain People who
had emigrated from Switzerland and Germany in the carly 1700s ro
escape religious persccution. Hershey’s parents, Fanny and Henry, were
Mennonites, an Anabaptist sect similar to the Amish who dressed in dis-
tinctly somber fashion, rejected secular education and, almost without
cxception, were farmers who led purposefully simple lives devoted to
God and the land.

Milton’s mother was the daughter of a Mennonite minister and a
devoted follower. Dressed always in traditional garb—a severe, tightly
fitted gray dress, white prayer cap and black bonnet—she was a sternly
religious woman who preached frugality and piety and feared extrava
gance. The only mystery in her life was how she married Henry Hershey,
who, although born to a Mennonite family, had nothing in common
with his ancestors.

Henry read The New York Times and Shakespeare; he was enamored
of science and politics. The black loamy fields of his family’s homestead
held little interest for his vivid imagination, which was filled with roman-
tic schemings and grandiose drcams. Instcad of farming, he wanted to
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become an inventor, an explorer or an entrepreneur. When oil was dis-
covered in western Pennsylvania in 1860, Henry mortgaged his family’s
farm to cash in on the boom—but within a year, the moncy was gone
and the family had returned to Hockersville.

His future venturcs were no more profitable. He tried his hand at
writing but couldn’t get his outlandish stories published. Next, there
was the “farm” at Nine Points, forty-four acres of steep, rocky knolls on
the outskirts of Lancaster. Agriculturally, the parcel was a disaster, but
ITenry didn’t mind—that was part of the adventure. He built a seven-
toot dam on the property, creating a pond he filled with trout and gold-
fish. He sank a shaft in his northernmost ficld, looking for ore that
wasn’t there. Ile planted berry bushes, fruit trees, shrubs and something
that looked like alfalfa, which he called ornamental grass. He named this
eclectic undertaking the Trout Brook Fruit and Nurscry Farm, and
though the ambitious experiment never earned any money, he called it
his greatest tritmph—much to his wife’s dismay.

Fanny despised Henry’s ill-conceived pursuits. She considered his
ambitions frivolous and wanton—the work of the devil and implored
him to return to farming and the Mennonite ways. If nothing clse, she
insisted he support his family, which, in addition to Milton, now
included a daughter named Serena. But Henry wanted nothing to do
with “thc gray-minded people who cannot rejoice,” as he described
them. He continued to revel in the secular: drawing up blueprints for a
perpetual motion machine, experimenting with canning vegetables, con-
juring up far-fetched inventions. In all, he tried some seventeen different
cnterprises during his lifetime; not one carned him a living.

Throughout the 1860s, the Hershey (amily was almost always broke
and constantly on the move. Neighbors remember sceing Milton going
about the streets barefoot, selling berries door-to-door. Others remem-
ber the Hersheys driving together in a wagon, peddling brooms and
butter. For Milton and Serena, it was an unhappy childhood, made
harsher by the hostility that pervaded Henry and Fanny’s marriage.

The two fought over cverything, including Milton’s future. Ilenry
wanted his son educated. Fanny did not. As a result of this tug-of-war,
Milton attended seven different types of schools, from freethinking to
puritan, over an eight-year period. In the end, he was barcly literate,
having received the equivalent of only a fourth-grade education. His
father tricd to remedy the situation by apprenticing him to a printer in
1871, but his hopes werc well beyond the fourteen-ycar-old Milton,
who was fired within threc months. And it only got worsc.
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MILTON'S FATHER,
HENRY HERSHEY, AS HE
APPEARED IN 1 398.

Ever since Milton’s four-year-old sister had died of scarlet fever in
1867, Fanny had blamed Henry for her daughter’s death. She taunted
him, threatened him and eventually threw him out. She wouldn’t file for
divorce; that was against her Mennonite ways. But she made surc Henry
kept his distance.

Milton never ook sides in his parents’ fcuds. He hated his father’s
exile, but he said nothing—not even when his mother began using
Henry’s failures to lecture him about the cvils that come from pipe
drcams. Fanny wanted to teach her son the value of hard labor, thrift and
realism. She didn’t want Milton to spend his time with intellectual pur-
suits; she wanted him to make something, to work or farm, in the tradi-
tion of his ancestors. Becausc of his father, Milton never learned the
farming skills so prized among the Mennonites; but, like most children,
he adored sweets and was vaguely interested in making candy. That was
respectable enough for Fanny, who apprenticed him to Joseph R. Royer,
a well-known confectioner.
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At Royer’s Ice Cream Parlor and Garden, onc of Lancaster’s most
popular businesscs, tradition and experiment ruled without the benetit
of science. Royer was a craftsman, and his apprentices learned by doing,.
Hershey learned to feel the “crack” of the candy, to sense that critical
moment for removing a batch from the kettle. He displayed a natural
flair for experimentation, perhaps from watching his father, and slowly
came to understand the intimate relationship between timing, tempera-
turc and taste. Neither here nor anywhere else did Milton Hershey learn
science or chemistry. In later years, researchers in the Hershey labs
noticed that Milton had no concept whatsoever of a chemical reaction.
You just kept adding ingredicents until the mixture tasted right, and the
question “Does it work?” covered everything he wanted to know.

At age nincteen, after four years at Royer’s, Milton set out on his own
and cstablished a taffy business in Philadelphia. With only $150 bor-
rowed from his mother’s relatives, it was a struggle to produce on a scale
large enough to make moncy. But eventually, the Philadelphia shop grew
to nine employees, including Fanny. Hershey sold fruit and nuts and ice
cream in addition to candy, and he was on his way to building a solid
reputation; then in 1880, Henry Hershey blew in—a hurricane of hope,
speculation and disaster.

Hearing of his son’s fledgling success, Henry saw an opportunity for
redemption. “If you want to make moncy,” he told his son, “you have
got to do things in a big way.”

Henry presented Milton with his own recipe for “medicated candics,”
and suggcested they broaden the business to capture a sharc of the lucra-
tive cough drop market. He also designed a new display cabinct to show-
case his sweets, and he convinced Milton to begin manufacturing them.
An advertiscment in the Confectioners’ Journal, in December 1880, pic-
tures Milton S. Hershey’s candy cabinets, “patent applicd for,” and sug-
gests the lucky purchaser would double his candy salces in no time.

But Milton and his father didn’t have cnough capital to conduct an
extensive sales campaign, and the gamble with the cabinets brought a
new financial crisis cvery month. Creditors grew impatient, and Milton
borrowed from relatives to make ends meet. He moved into smaller
quarters but still could not cover his expenses. His mother and her sister,
Martha, who had lent him money, warned him that his father was irre-
sponsible, scatterbrained, a loser—and said it was dangerous [or Milton
to be associated with him. Henry would have to leave, they said, or
Milton would lose their financial support.

Milton agreed, of course, that Henry’s ideas were ruinous, but he
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loved and respected both of his parents and could not choosc between
them. Exhausted from trying to save the now-failing business, and
unable to cope with his parents’ conflicting demands, Milton fell seri-
ously ill in what was later described as a complete mental breakdown.
Bedridden for weeks, he recovered only after Henry proposed this solu-
tion: He would sell Milton his half share of the celebrated cabinet busi-
ness for $350. The newspapers had reported silver out west, Henry told
Milton, and if he could just raise enough money to stake his own mining
claim, he would gladly move on.

But the damage had alrcady been done, and six months later the
Philadelphia shop went under. Ashamed and dejected—and owing his
mother’s family a considerable sum—Milton decided to leave Pennsyl-
vania and join his father out west. Although Henry had written letters
describing untold wealth and excitement in Denver, when Milton
arrived he found little suited ro his talents. Ilc tried his hand at mining
until, eventually, he found work with a local confectioner. It turned out
to be his first break.

To give caramels their chewy consistcnicy, cvery other confectioner in
Amcrica was using paraffin—the waxy, white hydrocarbon mixture used
in candles. But trial and crror had taught a Denver candy maker, whom
Milton never identified by name, that whole milk would yicld the same
satisfying chew. And the milk-based caramels tasted better and stayed
fresh for an indefinite period.

After learning the confectioner’s secret, Milton headed to Chicago,
in the company of his father. Although the evidence is somewhat
unclear, it appcars they went into business together, making caramels
and cough drops. But the partnership didn’t last long. Henry’s ideas
were still too high-flying for Milton, and in 1883 they again parted ways.
Milton headed to New York, where he took a job with a candy manu-
facturer during the day. In the evenings he made caramels to sell for him-
self. Eventually, he saved enough money to open his own shop on Sixth
Avcenue, between Forty-second and Forty-third strects. But Henry soon
followed Milton to New York, and once again, following his father’s
advice, Milton grew the business quickly—too quickly, as it turned out.

When he moved to larger quarters, he was forced to pay two rents
and could barely keep up with his bills. His caramel sales were slow, and
he went heavily into cough drops, hoping for a faster turnover. In the
cnd the entire business collapsed, and Milton hired himself out as a
manual laborer just to get enough money to return to Lancaster.

By now, Milton’s failures had so soured his mother’s relatives that




they regarded him as just another black sheep. Upon his arrival in town,
none of his family offered to take him in. His mother and Aunt Martha
eventually agreed to help him start a new business, provided Henry
staycd far away. "T'his time, Milton agreed.

With two copper kettles, a marble slab, mixing paddles, molasses and
a couple hundred pounds of sugar salvaged from his New York cnter-
prise, Milton, his mother and her sister started again. Milton made
caramels, which the two women wrapped by hand in tissue paper. When
each batch had been cooled, cut and wrapped, Milton peddled it around
town. His recipe was extremely popular, and within a few months he
managed to buy a pushcart to sell farther afield. But he didn’t have
enough money to really cxpand the business, and his family refused to
loan him any more. He tried the local banks but had no luck.

Then, one afternoon in 1887, an Englishman visiting Lancaster took
a fancy to his caramels. He offered to introduce Milton’s Crystal “A”
candies to London if they could be produced in sufficient quantity to
make it worthwhile. Herc was the chance of a lifetime, but it called for
more and larger kertles, a bigger staff and cxtra rooms—and all that was
needed immediately. What happened next would make anyone believe in
the Amecrican Dream.

Hershey went into the Lancaster National Bank and asked a banker
named Frank H. Brenneman for a loan of $700. Hershey said his aunt
would endorse the note; she had a small house assessed at about $1,500,
and he got the loan for ninety days. With the money in hand, Hershcy
rushed to fulfill his new contract. But when the note came due, Hershey
had not yer completed production and he had to tell Brenneman he
couldn’t pay. He begged the banker to visit his business and determine
for himself whether the note should be renewed. Brenncman was
impressed with Hershey’s drive and sincerity, but he didn’t know what
to do, especially when Hershey said that, in addition to the renewal, he
needed another $1,000 to fill his London order.

On a hunch, and against bank policy, Brenneman decided to take the
risk and lend him the money. Unable to present his bosses with the note,
he put it in his own name to avoid any questions. His good deed proved
to be the turning point in Milton Hershey’s career. Less than ten days
before the new note came due, Hershey was paid by his London contact
and rushed to the bank to retire his obligation. From that point forward,
expansion drove his business.

Milton grew his Lancaster Caramel Co. block by block, until it
covered 450,000 square fect. When that wasn’t enough, he bought a
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AT THIRTY-FIVE,
MitioN HersHEY
WAS THE PICTURE
OF WORLDLY
SUCCESS.

factory in ncarby Mount Joy and opened a retail store on Canal Street in
New York City. He purchased a third factory in Chicago and a fourth in
Reading.

By 1890, thirty-three-year-old Milton Hershey was wealthier than he
had ever dreamed. He bought his mother the housc of her choice in
Lancaster, and he began traveling the world. His trips to Europe lasted
wecks, sometimes months. He toured museums, walked the strects, vis-
ited shops and cndlessly priced goods. I1e surrounded himself with fine
things—furniture, art, horses—all the trappings of a real gendeman,
until nothing of his simple Mennonite background remained.

In 1891, he bought himself a large handsome brick house with wide
porches and a sweeping front lawn. He filled it with his exotic collec-
tions, which included tropical birds, paintings from Mexico and Egypt
and sculptures from Italy. He also joined the Lancaster Coaching Club
and raced about the countryside driving his own carriage.

Despite her obvious disapproval, Fanny Hershey said nothing of her
son’s lifestyle. And Milton never openly judged his mother, not cven
when she listed herself as a widow in the Lancaster directory. In fact, the
only outward discord in their rclationship came in 1898, when Milton
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married Catharinc Sweeney, the daughter of an Irish immigrant iron-
worker. Sweeney was only twenty-six and Milton past forty when they
wed in a private ccremony in the rectory of New York’s St. Patrick’s
Cathedral. Fanny, who had come to assume thar her son would always
be a bachelor, was extremely jealous of his new young bride.

Kitty was everything Fanny was not: a beautiful Insh Catholic girl
with an engaging smile, voluminous auburn curls and enormous bluc
cyes. She dressed in the latest fashions; cnjoyed entertaining, the arts
and the theater; and was cager to accompany Milton in his travels, which
were taking up more and more of his time. To say Fanny disapproved of
Milton’s wife is being polite. She barely spoke to Kitty, except to ask her,
as she unpacked her trousscau, whether she was “ever on the stage.” It
was an insult Kitty never forgot.

Following the marriage, Milton’s life changed dramatically. He left
the business in the hands of his top managers, preferring to spend his
time with Kitty. They redecorated the house in Lancaster, painting it
bright yellow in contrast to the drab Amish hues that smothered the rest
of the town, and began playing host to Pennsylvania’s most substantial
citizens. Dinner parties at the Hershey home were stately affairs, with

FOR TMILTON, BUSINESS
HELD FAR LESS FASCINATION
THAN THE WONDERS

[IE SAW ON HIS TRAVELS.
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cxotic menus taken from the Hersheys’ trips abroad and lavish desserts
of caramels and chocolate.

When they weren’t cntertaining, the Hersheys traveled. Milton
wanted to show his new bridc all he had learned about the world. They
visited museums and great castles, Stonchenge and the Pyramids. Often
gone for months ar a time, they toured extensively through Furope, the
Orient and South America, taking in tourist attractions and collecting
antiques. No matter where they were, Milton saw to it that Kitty bad a
bouquet of fresh flowers at her bedside every morning—just one of the
dozens of ways he doted on her. The habit eventually led to the cstab-
lishment of the Hershey Gardens in Hershey, Pennsylvania, renowned
today for its hundreds of varietics of roses.

Kitty, in turn, worshipped Milton completely. She supported him,
encouraged him and doted on him like a nursemaid, calling him “my
little Dutchman.” She never told him what o do, never questioned his
judgment and always treated him with the respect due a gentleman.
But while it seemed Milton had at last found himself a loving family,
he was still like the poor boy peering into the window of the corncr
candy store, wanting the one thing in life he could not have: his parents’
reconciliation.

The year before he married Kitty, Milton had restored his family’s
name in the town of Hockersville by purchasing the old Hershey home-
stead, where his father had been raised. He then rebuilt the barn,
rcpaired the living quarters, hired some farm hands and invited Henry
and Fanny to live there.

Having never made it on his own, Henry was only too happy to
oblige. Rumors spread that he had worked alternately as a preacher, a
miner, a painter, a carpenter and had cven lived as a hobo in the seedy
Bowery in New York City. But when he showed up in Hockersville,
Henry looked much the same as when he’d left: silk hat, cane and Prince
Albert jacket, albeit a bit dusty and worn.

Milton invited Fanny to rejoin her husband—begged her, in fact. But
she refused, conceding only to resume the marital status of “Mirs. Henry
Hershey” and stop calling herself a widow.

It was a meager triumph for Milton. As a boy, he naively assumed he
could fix his parents’ marriage by making his own life a success. At forty-
one, he was still holding on to that childish belief.
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MILTON AND HIS
BELOVED WIFE,
Kirry, IN
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Q.‘,;, ~foTHING ABOUT BUSINESS cxcited Milton Her-
shey. He hated accounting and finance. Statistics mystified him. Cash
flow, logistics, distribution, sales—he wanted no part of it. The only
business concept Milton Hershey understood was product, but even
that was getting tedious. Like his father, he liked to experiment, to
invent, to try things that had never been done before. By 1900, the
Lancaster Caramel Co. had grown beyond experimentation. The
company ranked as the nation’s leading caramel manufacturer, with
morc than $1 million in annual sales. Tt employed more than 1,500
workers in four factonies, producing hundreds of varieties of caramels
sold around the world. This was no corner candy store, the likes of
which still dominated the industry. The Lancaster Caramel Co. was a




major corporation, with a board of trustecs, a national sales force and
twenty full-time bookkeepers.

Milton did his best to pretend that nothing had changed since the
days when he, his mother and his Aunt Martha worked side by side in
Philadelphia. Whenever he wasn’t traveling with Kitty, he could be
found among the workers in the Lancaster plant, his sleeves rolled up,
buried clbow-deep in cooked caramel. He still loved to trifle with
recipes. He would hold court on the manufacturing floor, adding a little
of this and a dash of that to a fresh batch of candy until he had created
something new. A contest to name the virgin confection would follow,
with employees shouting out suggestions—the more exotic the better.
Then he would begin class, teaching everyone how to kncad the sticky
mass of frcsh caramel until it became smooth and springy, ready for
molding. He would walk amid the bubbling copper cauldrons, tasting
and testing each batch of syrup to be surc it was consistent with the last,
showing his workers how to boil the syrup properly and how to fix a mis-
take. This was the part of the business he treasured; the rest of it he
ignored.

It never mattered to him whether a new product would sell; it was the
experiment that counted. Nor did it matter whether his plants operated
efficicntly (which they did not—given the vast number of products that
Hershey insisted they produce). Profit, too, was of little concern. “I have
more moncey than I know what to do with,” he would often say. And he
meant it. Although he and Kitty shared one of the most elegant houses
in Lancaster, it was nothing compared to the chiteau-style mansions
flaunted by other millionaires. In many respects, the Hersheys remained
quite plain. Milton treated Kitty to the best and most fashionable
clothes, but he kept his own wardrobe basic, shunning the flashy suits
and cuff links worn by other men of his status. They never bought a
vacation home or kept a livery, as was the convention of the upper class.

It wasn’t that Hershey was stingy; he simply couldn’t fathom a more
extravagant lifestyle. But he always spent lavishly on ideas. He was fasci-
nated by inventions and was constantly adding newfangled machinery to
his plants. He learned about such innovations not from rcading but
through his travels. He visited halls of science, expositions and other fac-
tories. Everywhcre he went, he looked for some twist, some novelty that
might alter his business.

It was in this way that Milton Hershey first discovered chocolate. In
the 1890s, most of America had never heard of chocolate. Hershey
used cocoa powder to add a chocolatey flavor to some of his fancicst
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caramels, but the first time he saw real chocolatc being manufactured
was in 1893 at the Columbian Exposition in Chicago, the forcrunner to
the world’s fair.

Milton loved these types of conventions. To him, it secmed the
knowledge of mankind was on display. The wonders on exhibit in
Chicago included the very first Ferris wheel and a dancer named Little
Egypt, who introduced America to the hootchy-kootchy. But what in-
terested Hershey most was a tiny display tucked among the exhibits
of industrial machinery—the booth of J. M. Lchmann, a supplicr of
chocolate-making equipment from Dresden, Germany.

The smell of roasting cocoa beans wafting from Lehmann’s rotating
ovens, like the smell of fresh-baked brownies, enchanted Hershey. He
watched in fascination as Lehmann hulled the roasted beans and ground
them between granite rollers until they turned into the mouth-watering
liquid known as “chocolate liquor.” To this rich syrup he added sugar,
vanilla and additional cocoa butter, mixing and churning the ingredients
into a silky, viscous paste. Lehmann then poured the chocolate into plain
square molds and let it harden, forming a bar.

Anyone who can remember the first time they tasted a Hershey bar
can imagine how Milton Hershey felt when he bit into the delicacy, mar-
veling at the flavor—so intoxicating, so intense and opulent, it pene-
trates the taste buds and heads straight for the brain.

On the spot, Hershey offered to buy Lehmann’s entire display, which
was shipped by rail to Lancaster after the exposition closed in 1893. The
next year, the Hershey Chocolate Co. was born, in a back corner of the
third floor of Hershey’s caramel factory. To operate the new business,
Hershey hired two chocolate makers from Walter Baker’s chocolate mills
in Massachusetts, along with several assistants and a local chemist. The
manufacturing, crude by today’s standards, was based on the time-tested
process of roasting, hulling, grinding and pressing cocoa beans. Hershey
made no attempt to manufacture milk chocolate, which requires a
special expertise; instead, he focused on plain sweet chocolate that could
be molded into hundreds of novelty shapes, following the European
tradition.

He hired Murric to sell his new candies, and to advertisc them he
bought a Riker Electric automobile, the first of its kind in Pennsylvania.
Milton had scen the extraordinary contraption at the New York Auto-
mobile Show and insisted on purchasing the $2,000 floor model,
equipped with elcctric lights, an electric bell and a top speed of ninc
milcs per hour. Painted black with “Hershey’s Cocoa” emblazoned on
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MiTON HerstHeY’s RIKER ELECTRIC
AUTOMOBILE WAS A MARVEL—THE
FIRST HORSELESS CARRIAGE TO BE
INTRODUCED TO LANCASTER.

cach side, the car toured the state for the next year, selling chocolate to
the crowds that invariably gathered to sec it. Hershey also bought up
billboards and took out newspaper advertisements, but he insisted that
the best publicity of all was making a quality product.

To that end, he and Murrie began experimenting with ways to im-
prove their chocolate creations. Hershey perfected a chocolate coating
for his best-selling caramels, and he cxpanded his line to include un-
sweetened baking chocolate and cocoa. At the turn of the century, a
wholcsale price list of “Hershey’s Fine Vamilla Chocolate Novelties and
Fancy Packages” included no less than 114 difterent products. His finest
candics were given French names, like 1.e Roi de Chocolat and Le Chat
Noir. And he used the brightest ribbons and fanciest wrappings to dis-
tinguish his goods from those of the competition.

As time went on, Hershey tocused himself more and more on this
end of the business, for it appealed to him in a way that caramels no
longer could. Success here depended upon innovation, experimentation
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and the mastering of new technologies. Although the chocolate industry
was well cstablished in Europe, it was in its infancy in America. Only a
half-dozen companies owned chocolate-making equipment, and even
fewer were producing quality products. Hershey was cntering the busi-
ness on the ground level, a prospect that reminded him of the old days
and the thrill of enterprise.

But this newfound enthusiasm for business only partly cxplains Her-
shey’s decision to give up caramels and focus on chocolate tull-time. The
truth is, outside of Kitty, Hershey’s success had brought him little hap-
piness. His parents continued to feud, and now they took turns compet-
ing for his affection, Fanny constantly reminding him of her role in his
accomplishments and Henry egging him on to ncw and bigger business
opportunities. Making matters worse, Kitty and Henry had sparked up a
friendship, which served only to inflame Fanny’s hatred of them both.

The constant tug-of-war grated on Milton like the two-ton granite
rollers grinding out his candies. He tried to ignore the escalating ten-
sion, but, as before, found himself overwhelmed by his parents’ conflict-
ing demands. The only solution, he decided, was to get rid of the source
of the friction: He would sell his caramel company to his chief competi-
tor, and he and Kitty would leave Lancaster for good.

FANNY HELPED HER SON MAKE
CANDY UNTII. THE DAY SHE
DIED, WRAPPING KISSES BY
HAND IN HER HOME ACROSS
FROM THE FACTORY.
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Radical as this sounded, the thought of selling the business was not
entirely new to Milton. Earlier in the year, he had refused an ofter to
merge his firm with his closest rival, the American Caramel Co. The
competition had answered his rcfusal with a handsome buyout proposal:
$500,000 in cash and $500,000 in company stock in exchange for Her-
shey’s caramel factories, trademarks, inventory and cquipment. Ininally,
Hershey had ignored the proposal. But now he saw it differently: This
was his opportunity to be free, to do as he wished with the rest of his lifc.

In March 1900, Hershey called his attorney and made arrangements
to sell the business. Under terms of the agreement, he would retain the
rights to his chocolate division but would agree not to enter the caramel
business and compete against his old company. On August 10, 1900, he
closed the decal, making headlines across the state. The Philadelphia Tri-
bune blared in banner type: “Caramel Factory Sold: Milton S. Hershey
Receives a Million Dollars for It.” The Lancaster New Era wrotce: “Her-
shey Sells Out to Rival; Move Stuns Industry.” The Lancaster Intelli-
gencer read: “Hershey Gives Up Empire for $1 Million.”

No ong, it scemed, could make scnse of the deal. As far as any out-
sider could see, Milton Hershey was at the pinnacle of his career. He had
a thriving busincss, plenty of money, a beautiful wife, a lovely home and
the respect of cveryone who knew him. At age forty-threc, he was too
young to retire, so what was he planning to do?

Several newspapers speculated that he sold the caramel division in
order o devote himsclf entircly to chocolate—a story that has often
been repcated in company literature and has generally been accepted by
those who have studied Hershey’s life. According to this version of his-
tory, Hershey knew from the moment he first tasted chocolate that it
would be wildly popular. He supposcdly shared this astute prediction
with his cousin Frank Snavely, who was with him at the Chicago exposi-
tion. Snavely said that upon secing Lechmann’s machinery, Hershey
dubbed caramels “a fad” and declared that chocolate would be in never-
ending demand because “it is more than just a sweet, it is a food.”

But to suggest that the Hershey story centers around this prophetic
insight is to shortchange cverything that Milton Hershey accomplished
during the remainder of his life—accomplishments that go far beyond
the nickel candy bar.

It’s true that Hershey held on to the chocolate division, but he had
no intention of actually managing it; that was up to Murric. Nor did he
intend to devote his life to developing it; he’d done that with caramels
and the results were far from fulfilling. No, Hershey intended to retire




and travel the world with Kitty. Two wecks after closing the deal with his
rival, the Hersheys boarded a boat for Europe, the first stop on what was
to be a lifclong cruise.

But they didn’t get far in their journey before Hershey changed his
mind. It wasn’t chocolate that beckoned him to return, however. It was
the voice of Henry Hershey still rumbling about in Milton’s head—the
voice of the dreamer who had seduced Milton, the child, with fantastical
visions of Eden.

With the $1 million from his caramel operation, Hershey had the
capital to invest in any dream he desired. He could no more squander
the money on travel than Fanny Hershey could buy herself a new dress.
But he wasn’t about to reinvest that money in business; his vision was
richer than that: Milton Hershey wanted nothing less than to build an
industrial utopia, a real-life Chocolate Town, where anyone who wanted
a job could have one, where children would grow up in celery-crisp air,
where mortgages would dwindle in perpetual prosperity. Clear water
and clear consciences. This was Hershey’s vision of home sweet home.

How he settled upon this particular idca is a mystery; onc can only
speculate that he wanted to somehow make up for his own lacking child-
hood. He never explained his motivations, only his intentions: to build a
model American community “where the things of modern progress all
center in a town that has no poverty, no nuisances and no evil.” This
would be a place where leisure and education would be valucd as much
as hard work; where the houses would boast gardens, electricity and
indoor plumbing; and where big-city amenities would be available to all,
free of charge.

Upon hearing these plans, many of Hershey’s friends and business
associates called him a fool. “Mr. Hershey,” said John McLain, who
worked in the chocolate company office, “I rcad an article about George
Pullman building a town so that every house had a lawn and an open
backyard. He made loans to employecs on the property. He built the
town. And now the people arc clamoring to have it annexed to Chicago.”

“I don’t scc what they are going to annex mine to,” said Hershcy,
“twelve miles from Lebanon, thirteen miles from Harrisburg, twenty
miles from Lancaster.”

“I hate to tell you this,” replied Mcl.ain, “but the writer says, “This
man [Pullman], if he were a candidate for dog catcher in his own town,
he would be defeated.””

“I know we’re taking chances,” said Hershey. “But I won’t be a can-
didate for dog catcher: I don’t like dogs that much.”




Hershey told his plans to William Blair, who had managcd his caramel
company for fiftecn years.

“Don’t you have an opinion?” asked Hershey.

“If you want my opinion.”

“Of course, yes.”

“My opinion would be that your fricnds should go into court and
have a guardian appointed for you.”

Even his wife, who had always kept her opinions to hersclf, wondered
aloud if Milton “ought to go and have his head examined.”

When asked how he expected to earn a profit on the venture, Her-
shey said simply: “I’'m not out to make money. I have all that I need.”

"This would be no ordinary company town, like DuPont’s Wilming-
ton, Delaware; Decre & Co.’s Moline, Illinois, or any of the dozen other
factory towns that were springing up around the country at the turn of
the century. Hershey planned to build his business to support the
town—not the other way around. His workers would be paid cnough to
live in a middle-class splendor of his own design, with swimming pools,
ice-skating rinks, theaters, gymnasiums, sports arenas, public transporta-
tion and a public school system equipped to handlec more than 1,500
students.

No expense would be spared, he said. No restrictions would be set.

In 1902, after scouring the East Coast for a suitable location for this
ambitious vision, Hershey purchased 1,200 acres of undeveloped land in
Dauphin County, just a mile from his birthplace. This was home to the
Mecnnonites and Amish, devoted and dependable workers.

But morc than that, this was the fertile valley known to locals as
Pennsylvania dairy country—nothing but cows and pastures for miles
around. Hershey knew that milk would eventually be his most important
ingredient. As it was, his dark chocolate was still too strong and bitter for
widespread appeal, and still too expensive. Hershey knew the solution
lay in milk chocolate, which had a mellower flavor and lower cost. But
perfecting a milk-chocolate recipe would turn out to be much harder
than it sounded.
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MADAME DU BARRY, MISTRESS
oF Louts XV, DRINKING 11ER CuP
OF MORNING CHOCOQLATE—THE
HEIGHT OF FASHION AMON
FIGHTEENTII-CENTURY EUROPE’S
ARISTOCRACY.

O OTIHER TASTE has the universal appcal of milk
chocolate. In every culture to which it has been introduced it has
become a favorite. Chocolate is accepted as readily in Malaysia and
Mexico as it is in America—somewhat startling, considering the
nations’ divergent cuisines. But milk chocolatc—like gold—possesses
special, some say supernatural, powers. Few can resist the sumptuous
combination of mellow, ivory milk and bold, alluring chocolate—
together, they have captivated the world.

We savor milk chocolate, but we also take it for granted, knowing
little of the centuries-long struggle to combine these two flavors.
Few realize that milk and chocolate are natural enemies: Milk is 89
percent water, chocolate 80 percent fat (cocoa butter). And just as oil



and water don’t mix, so it is with milk and chocolate. Milk also contains
a lot of butter fat, which has a tendency to turn chocolate rancid. And its
molecular structure doesn’t match well with chocolate’s, resulting in a
product that tends to be lumpy instead of creamy smooth. For these rea-
sons, milk chocolate is a surprisingly recent invention. For centuries, it
eluded the cfforts of monks, doctors, chemists and chefs. By the time
milk chocolate was mastered, inventors had already unlocked the secrets
of the submarine (1775), the electric streetcar (1834), the telegraph
(1837), the camera (1839) and the machine gun (1861).

For most of human history what was called chocolate was actually a
beverage made from coarscly ground cocoa beans and spices—a bitter,
heavy precursor to today’s hot cocoa. Although no one knows how
humans struck upon the process of making the drink, archacological evi-
dence reveals that the ancient peoples of Mesoamerica were ¢njoying it
as early as 1000 ».c. By the time of Christ, cacao tree cultivation had
rcached the Aztec civilization in Mexico, where chocolate was believed
to be divinely inspired—a gift from the god Quetzalcoatl, who brought
the seeds of the cacao tree from the Garden of Life and gave them to
Man. When the great Swedish botanist Linnaeus formally named the
cacao tree, he paid homage to its divine roots, calling it Theobroma
cacao, “the food of the gods.” The Aztcecs considered the cacao tree and
its special sceds as valuable as gold and silver. They offered cocoa beans
to their deities, paid them to their rulers in tributc and used them as
money. In Aztec socicty, only the royalty was allowed to consume
chocolate—a tradition that would continuc in Europe.

To prepare the prized beverage they called chocolatl, the Aztecs used
only old, worn beans—those no longer fit for currency. The beans were
sun-dried and roasted in carthen pots, and their shells were removed.
The kernels, or nibs, were then ground over a fire box on a stone called
a “metatc.” Various ingredicnts were added to this paste—including
chili pepper, vanilla, ground maize and the plant achiote (for a bloodred
color). The mixture was patted into little cakes and placed on banana
leaves Lo cool and harden. To make chocolatl, the cakes were broken
into pieces, dropped in water and the liquid was whipped to a thick,
foamy consistency.

Christopher Columbus was the first European to be introduced to
this exotic potion. On his fourth voyage to the New World, in 1502, he
tasted chocolatl and returned to Spain with some of the dark, almond-
shaped beans. But it remained for the Spanish explorer Hernan Cortés
to grasp the enormous potential of the cocoa bean. In 1519, during his
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first visit to Mexico, Cortés was invited by the Aztcc ruler Montczuma
to drink the royal beverage from a golden goblet. The luxury and mys-
tique surrounding the beverage intrigued him, and he wrote to his king,
Charles 1 of Spain, that chocolate “builds up resistance and fights
fatigue. A cup of this precious drink permits a man to walk for a whole
day without food.” Before returning home, Cortés established a cacao
plantation in Mexico. He recorded the Aztec recipe for chocolatl and
took the beans with him back to Spain.

The Spanish emperor was fascinated by the new flavor. He sweetened
it with cane sugar, which was being imported from the Orient, and
ordered the monks in their cloisters to protect the recipe and perfect it.
For the next one hundred years, the Spanish clergy was responsible for
roasting and grinding cocoa beans, and for keeping the drink a secret from
the rest of Europe. Monasteries had often served as workshops for the cre-
ation of new foods, and in this tradition, they focused their efforts on
improving the New World beverage. To counter the bitterness of choco-
latl, the monks doctored it with new ingredicents, adding anisc, sugar, cin-
namon, almonds, hazelnuts, powdered roses and orange water. The
result: the first nonalcoholic stimulant beverage to be introduced to the
continent. (Coffee did not reach Europe until 1615, and tea much later.)

Initially, most of Spain’s cocoa beans werce used for trade in the New
World; only a few pounds were imported for the royal court and others
wealthy cnough to drink their money. Nevertheless, word of the bever-
age spread among the aristocracy and soon salons across Spain werc
serving guests chocolate. Everyone who tasted the drink was mad for it.

To understand its instant appeal, consider the European diet of the
time—bread, porridge, cabbage, carrots and, for the rich, meat and
game. As for beverages, the choices were wine, ale or watcer. There were
no swecets, no cxtravagant desserts, no ice creams. In the carly 1500s,
sugar was just becoming widely available, as were spices from the Orient.
Bur while these new ingredients were slowly expanding the European
menu, chocolate was the most alluring, for it contained fat, in the form
of cocoa butter. Served cold, thick enough to hold up a spoon, and swiz-
zled to a froth with a molinet (a special stirrer), a cup of chocolate could
satisfy for hours. Chocolate was sweet and satiating, a unique combina-
tion the aristocracy couldn’t resist.

Over time, the aristocracy refined the drink, serving it hot in a
“chocolate pot,” an elegantly shaped carafe with a tiny hole in the lid for
the stirrer. The pots, often crafted of gold vermcil and distinguished by
their fancy molincts, became symbols of Spanish wealth and prosperity,
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and the drink itself became associated with excess, luxury and indul-
gence—connotations that have remained through the ages.

But chocolate was more than a status symbol; it was considered a font
of potency, an elixir that could give one man the sucngth of ten. It could
cure any ailment and stir undreamed-of physical prowess. In the words
of the great German scientist Alexander von Humboldt, “The cocoa
bean is a phenomenon, for nowhere else has nature concentrated such a
wealth of valuable nourishment in so small a spacc.”

Little by little, word of chocolate’s extraordinary powers leaked out.
In 1606, nearly a century after it was introduced to Spain, chocolate
made its way to Italy via an aristocrat named Antonio Carletti, who
introduced the fashion to the Italian upper class. In 1615, the Spanish
court went public with the beverage when Anne of Austria married
Louis XIII of France and the glamorous gift of Spanish chocolate was
included in the bride’s dowry.

From France, the drink crossed the channel to England, then to Den-
mark, Switzerland and Austria. By mid-century, the beverage was known
throughout Europe. As it spread, its reputation grew, until it seemed
chocolate could do just about anything. In 1662, Cardinal Brancaccio of
Rome decreed that drinking chocolate would not spoil a fast, since it was
a medicine good for virtually all human ills. Jean-Anthelme Brillat-
Savarin, the gastronomic historian and philosopher, agrced with the
church. Writing in 1825, he declared chocolate a panacea for mental
stress and highly recommended it for the sick and the weak. Chocolate
could ailay “hcctic heats,” improve “consumptive complexions” and
induce healing swcats. Physicians claimed chocolate was a complete
food, a perfect thirst quencher and a reducer of fever.

Along with having these restorative powers, chocolate was praiscd as
a potion for love, bringing rcliet to the broken-hearted and stirring
amour in both men and women. Madame Du Barry is believed to have
given it to all her suitors, and Casanova said he used it instcad of cham-
pagne as an inducement to romance. Monteczuma believed drinking
chocolate made him virile. To rhis end, he drained a golden goblet full
of the rich, brown liquid each time he entered his harem.

The provocative effects of chocolate were lauded in James Wads-
worth’s quatrain, contained in A Curious History of the Nature and
Quality of Chocolate:

"Twill make Old women Young and Fresh;
Create New Motions of the Flesh,
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And cause them long for you know what,
If'they but taste of chocolate.

The connection between chocolate and romance seems almost uni-
versal. In the 1800s, physicians advised their lovelorn patients to eat a bit
of chocolate to help calm their pinings. Today, chocolate is marketed as
an essential step in seduction. Women are supposed to give in to men as
they give in to chocolate. Chocolate is the hallmark of Valentine’s Day;
it can be bought molded in the shape of erotic body parts; in advertisc-
ments, it is often depicted as sexual. A recent television commercial for
the Italian brand Baci shows a naked woman bathing in silver-wrapped
chocolates. She blows kisses toward the man who bought them for her.
The copy reads, “She knows, in Italian, Baci means kisses. And she also
knows that with kisses, it’s best to be generous.”

The urban legend about the aphrodisiac effect of eating green
M&M?’s is thus part of a long tradition ascribing amorous powers to
chocolate. Pat D’Amato, spokeswoman for Mars’s candy division, says
the company has no idea how this rumor started. “We have no evidence
to support that it is true or it’s not true,” she said with a smilc.! Never-
theless, Mars recently launched an ad campaign capitalizing on the green
M&M’s sexy image. A voluptuous green candy with pouty lips and
white go-go boots appears in an ad with comedian Dennis Miller. Miller
asks “Green”: “Is it truc what they say about green M&M’s?”

“What have you heard?” she replies with indignation. “That stupid
rumor? That untruth? This is harassment and 1 don’t have to take it,
Miller.”

We still spcak of chocolate as if speaking of a drug. It is addicting,
sinful, wickedly rich. We crave it, overdose on it and suffer from choco-
late withdrawal. A “fix” of chocolate can relicve depression and calm
anxicty. It provides strength and stamina—the perfect pick-me-up be-
tween meals,

Manufacturers capitalize on this lore. “A Snickers a day helps you
work, rest and play.” Or, as Godiva says, “If chocolate is your downfall,
you might as well enjoy the trip.” It’s no accident that chocolate cake is
called Devil’s Food and that those who adore chocolate are called
chocoholics.

So what’s fact and what’s fiction? Is chocolate addictive? Is it an
aphrodisiac?

Like many foods, chocolate contains numerous mood-altering chem-
icals, such as phenylalanine, an amino acid that elevates mood and
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increases amiability, and magnesium, which helps the brain manufacture
scrotonin, a potent neurotransmitter linked to mood stability. Chocolate
also contains caffcine, although a typical bar has far less than a cup of
coffee.?

A substance closely related to caffeine, called theobromine, is also
found in chocolate. It affects the nervous system, increasing alertness and
concentration. For decades, Hershey operated a profitable sideline busi-
ness extracting theobromine from discarded cocoa bean shells. The com-
pany sold the stimulant to Coca-Cola and other soft drink manufacturers,
which used it to pep up their products. The extraction operation ceased
in the 1950s after Coke found cheaper alternatives to the additive.

But of chocolate’s psychoactive ingredients, the two most interesting
arc anandamide and phenylethylamine, chemicals found in the human
brain that help arouse cmotions and heighten bodily sensation. Anan-
damide is similar to the active ingredient in marijuana, tetrahydro-
cannabinol (THC), which may explain why people crave chocolate and
why many people consume chocolate when they’re depressed, says neu-
roscientist Daniele Piomelli, who discovered anandamide in chocolate in
1996.3

Phenylethylamine, called PEA, was discovered in chocolate in 1982.
It, tao, is assnciated with feelings of happiness and bliss. Win the lottery,
get a promotion or fall in love, and your PEA level shoots up. But have
a bad day, and your PEA level drops. In 1982, two New York psy-
chopharmacologists, Donald Klein and Michael Liebowitz, suggested
that people eat chocolate in order to boost their PEA, thereby expeni-
encing the same cuphoric feelings they have when they fall in love.#

But the link between chocolate, human emotion and these psycho-
active drugs has never been scicnrifically proven. Although chocolate
naturally contains PEA—about 1 milligram in a standard 1.4 ounce
chocolate bar—so do many other foods, like smoked salami and cheddar
cheese, which contain more PEA per serving than chocolate.> Re-
searchers at the National Institute of Mental Health have also tested the
effects of ingesting PEA by eating pounds of chocolate. They measured
the PEA levels in their urine and found no change no matter how much
chocolate they consumed. The same holds true for anandamide.
Piomelli said that while chocolate contains anandamide, it may be diffi-
cult to eat enough chocolate to boost anandamide levels dramatically.

But there are connections between chocolate and mood. Observing
lab animals, scientists at the Massachusctts Institute of Tecchnology have
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found that certain cells of the hypothalamus portion of the brain send
out pleasure signals in response to substances that are cither sweet or
fatty. They go mad with joy when the substance is both sweet AND fartty.
Chocolate derives about 50 percent of its calonies from sugar and about
50 percent from fat—a combination unequaled among foods.

“That unique mixture of fat and sugar is pure hcaven to our brains,”
according to nutrition researcher Michael Levine. “Chemically speaking,
chocolate really is the world’s perfect food.”®

Add the psychological associations—the fact that chocolate has been
given as a reward since childhood and that it continucs to signify love,
appreciation and gratitude—and our experience of chocolate has an
undeniable emotional component.

In every country where it is caten, chocolate is the food craved most
often.” Its appeal is particularly strong for premenopausal women. One
of the largest studies on food preferences ever undertaken found that 97
percent of college-age women have specific food cravings; and they crave
chocolate more than anything clse. A 1996 study at the Monell Chemi-
cal Senses Center, a nonprolfit rescarch group in Philadelphia, found
similar results. The study surveyed women betwecen cighteen and thirty-
five and found they craved high-fat sweets over entrées, 2 to 1. Mostly
they craved chocolate in every form: candy, cake, cookies and ice cream.®

Drawing on this mix of lore and science, some nutritionists believe
that women crave chocolate to make up for hormonal imbalances.
According to their theories, women need chocolate because its sugar/fat
composition releases serotonin and endorphins into the brain. These
brain chemicals are lowest right before menstruation.

“Women do need chocolate as well as other foods high in starch,
sugar and fat to stabilize moods, control weight, and revitalize well-
being,” writes nutritionist and author Debra Waterhousc in Why Women
Need Chocolate (Hypcerion, 1995). “Chocolate has the perfect combina-
tion of sugar and fat, plus a plethora of other ingredients that account
for its unmatched biological and psychological experience.”

Claims like these are nothing new. In 1660, a French nobleman said
he used chocolate “to modify the vapors of his spleen and to fight
against fits of anger and bad moods.” Renowned English physician
Henry Stubbe advised in 1662 that one ounce of chocolate was loaded
with more fat and nourishment than a pound of meat—a claim Milton
Hershey revived at the turn of the century. A physician in Amsterdam
found chocolate had a soothing cffect. “Chocolatc is not only plcasant
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of taste,” he wrote, “but it is also a veritable balm of the mouth, for the
maintaining of all glands and humors in a good state of hcalth and
mental stability.”®

As with anything that becomes popular, chocolate had its critics.
Joscph Acosta, a historian writing in 1604, considered chocolate’s use
foolish and without reason. He described the drink as “loathsome . . .
having a skumme or frothe that is very unpleasant to taste.” In 1624,
Joan Fran Fauch called chocolate a “violent inflamer of the passions”
and suggested that monks should be forbidden from drinking it. Others
blamed its evil cffects on the sugar, saying it was a corrosive salt, a “hyp-
ocritical encmy of the body,” the cause of English consumption and onc
of our *“universal scurvics.”

Today we blame chocolate for acne, migraine headaches, tooth decay
and a myriad of other social ills. Eating chocolate makes children hyper-
active, say critics. It is an allergen that can causc hives, cold sweats and
nausea. It is a narcotic that has driven people to do insanc things, like the
chocoholic who devoured a two-pound box of Godiva chocolates she
bought for her mother for Mother’s Day—then another, and another.
“Don’t blame me,” she said. “I just couldn’t resist; it’s the chocolate, it
drives me nuts.”

But chocolate affects more than just people; it has altered the histo-
ries of entire countries, influencing everything from social norms to tax
policies to expansion.

‘Throughout the seventeenth and eighteenth centurices, chocolate was
an important factor in European colonization. Spain initially ruled the
cacao trade, with cacao groves in Mexico, Colombia, the Philippines and
parts of the Caribbean. But every country that lcarned abourt chocolate
wanted to securc its own supply. As Europeans colonized the tropics,
they cagerly expanded cacao cultivation. From Central America, cacao
spread into colonial Martinique and Saint Lucia, controlled by the
French; Trinidad, thc West Indies and Jamaica undcr the British;
Curagao and Venezuela under the Dutch; and Brazil under the Por-
tuguesc. As European influence spread, so, too, did the cacao trade. Thc
British took cacao to Ceylon (now Sri Lanka), Réunion and Madagascar.
The Germans introduced it to Samao and New Guinea. The Dutch
planted cacao in Indonesia.

Cocoa beans became an important source of revenue for European
governments. Britain, France, Spain and Germany all placed heavy taxes
on the beans. Only in Austria, where chocolate wasn’t overloaded with
duties, could people outside the aristocracy afford to drink chocolate. A

o Tuc Emperors or CHOCOLATE



German traveler to Vienna in the early 1700s wrote in his memoirs how
shocked he was to se¢ a Viennesc tailor drinking top-grade chocolate.
Vienna, he concluded, “was a den of Sybarites.”

Throughout Europe, serving guests a cup ot chocolate was a sign of
social prominence and gentility. Artists reinforced this notion in their
paintings, often depicting the royalty drinking chocolate and using
chocolate as a gencral motif for nobility. Authors, too, used chocolate as
a symbol for the upper crust. In A 1ale of Two Cities, Charles Dickens
portrays the drinking of chocolatc as a luxury of the idle upper class.

In England, chocolate became so central to social life that by the early
1700s, London’s chocolate houses had outstripped the popularity of the
city’s coffechouses and taverns. Two of these establishments—White’s
and the Cocoa Tree—gained world renown, the five-star haunts of their
day. Each drew its own specialized group of customers. At White’s, the
trendiest and most fashionable in society gathered for gambling, gossip
and carousing. The place was famous for its high-toned, high-stakes
games, a reputation that carned it a place in A Rake’s Progress, William
Hogarth’s satirical engravings about English society.

GAMBLING AND CAROUSING IN

WHITE'S CHOCOLATE HOUSE AS
DEPICTED BY WILLIAM HOGARTH
IN A RAKE'S Prodaress (1733).




The Cocoa Tree was never as fashionable as White’s, but it had its
own distinction as the gathering place for Tory politicians. “A Whig will
no more go to the Cocoa Tree . . . than a Tory will be scen at the coftee
house of St. James’s,” wrote The Tatler, a prominent London newspaper.
By 1746, the Cocoa Iree had developed into the quasi-official head-
quarters of the Jacobite party in Parliament. By then, the most success-
ful chocolate houses had reorganized themselves as private clubs, laying
the foundation for the London clubs that would serve as the city’s male
social bastion for the next two centuries.

By the close of the eighteenth century, chocolate was becoming ever
more popular, but it was still available only as a beverage. Chocolate fac-
tories rescmbled little more than overgrown apothecary shops, and med-
ical doctors and pricsts were the main manufacturers. Both profcssions
advertised themselves as authoritics on chocolate’s virtues. Doctors,
who were skilled with the use of a mortar and pcstle, were particularly
well suited to the job of hand grinding cocoa beans. Their involvement
in the industry led to chocolate being called a confection; the word orig-
inally referred to a medicine made palatable by the addition of sugar and
spices.

But not everyone who tried the drink found it fully satisfying. The
chocolate of the 1700s tasted nothing like today’s; it was strong, thick,
bitter and loaded with so much fat that many people found it difficult to
digest. Manufacturers tried cutting the drink with fillers—acorn powder,
barley and rice—but thesc did little to lighten it.

True progress came only in 1828, when a Dutch chemist named
Coenraad Van Houten, borrowing tools from the advancing industrial
revolution, invented a hand-operated cocoa press. Traditionally, choco-
late was madc straight from the roasted cocoa bean, which was ground
into a smooth pastc. But with the help of his new invention, Van Houten
was able to squeeze the heavy paste, filtering out about two-thirds of the
cocoa butter. What was left behind was a “cake™ that could be pulverized
into a fine powder, known ever since as cocoa. Van Houten treated the
powdcr with alkaline salts (potassium or sodium carbonates) to make it
more soluble in water.

Suddenly, chocolate was much easier to stomach, and much casier to
prepare. The chocolate pot fell our of use, and manuflacturcrs stopped
cutting their drinks with fillers. But the press did something else, as well.

The original pastc had always hardened into a cake that was too dry
and crumbly to be eaten by itself. (Which is why it was always dissolved
in a liquid.) But now, Van Houten’s presses were turning out rivers of
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creamy cocoa butter. If additional cocoa butter could be added to the
pastc, perhaps it would produce a softer, smoother tablet that could be
eaten straight?

The first to try it were the English. The Bristol firm of Fry & Sons,
which had been producing the drinking variety since 1728, introduced
“eating chocolate” in 1847. It was very grainy and rather harshly {la-
vored, but no one had ever tasted anything like it, and immediatcly man-
ufacturers were racing to improve on Fry’s creation.

As demand for the new confection rose, increasing the amounts of
cocoa butter needed, its price climbed, and cocoa powder fell within
economic reach of many morc people. Now, cocoa powder was
“common,” and eating chocolate was for the elite.

New machines were developed to roast and hull and grind beans
morc efficiently, and special mixers were invented—called conches—to
smooth the chocolate into a velvety mass. But no one succeeded in mel-
lowing the bitter flavor until 1875, when Daniel Peter of the Swiss Gen-
eral Chocolate Co. joined forces with chemist Henri Nestlé, an expert in
milk products, to produce Nestlé brand milk chocolate.

Over the centuries, many had tried to mix milk and chocolate, but no
onc had overcome the problem of combining fat-based chocolate with
water-based milk. The key to Nestlé’s success was using condensed
milk—a drier, more stable form of milk, which Nestié had invented.
Peter added cocoa powder and sugar to the condensed milk to make it
drier still, and kncaded the resulting “dough” to drive off the remaining
moisture. This “milk-chocolate crumb,” as it is known today, was then
mixed with additional cocoa butter, chocolate liquor, vanilla, salt and
more sugar, and the paste was then refined and ground for several days
to make it smooth.

The process was laborious and expensive. From start to finish, it took
Nestlé almost a week to perfect a single batch. There were other prob-
lems, as well. To produce sufficient quantities, Nestlé required more
milk than was locally available. And the flavor of that milk often varied,
depending upon the season and the cows’ diet. Moreover, the demand
for chocolate was greatest when milk supplics were at their lowest (in
winter), and vice versa.

Rur these details could not diminish the impact of Nestlé’s innova
tion. Overnight, milk chocolate became the rage, and manufacturers
across Europe scrambled to duplicate Nestlé’s success. The original for-
mula was carcfully guarded, so manufacturers began experimenting with
new methods of drying out milk in order to mix it with chocolate. Some
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tried using powdered milk, which was becoming more readily available,
while others began experimenting with their own milk condensing
methods. Some of these experiments resulted in a “super condensed”
milk, which was so low in moisture it resembled cheese and could be
stored for long periods. In England, manufacturers began combining
partially evaporated milk with sugar and chocolate liquor before drying
out the mixture, The resulting crumb lasted cven longer.

Each different method produced its own unique milk chocolate
flavor, and people tend to prefer the chocolate they grew up with; so the
British love the caramclized flavor of Cadbury, while the Swiss prefer
milky Toblerone and Lindt, and the Italians like dark, creamy Baci. But
it’s a matter of personal opinion as to which is better. A common fallacy
among chocolate lovers is that the only really “good” way to make milk
chocolate is to use “fluid milk”—as though it were somehow possible to
usc milk that originally was noz fluid. All milk starts out as a liquid, and
all milk must be dehydrated before the chocolate manufacturing process
is complcted. The flavor of the finished product will vary depending on
when and how the moisture was removed. Ifit is done before any choco-
late liquor is present, the resulting flavor will be closer to fresh milk. But
if the moisture content is still fairly high when the chocolate liquor is
added, a fudgy, cooked-caramel flavor will result. And if the dehydration
occurs more naturally over a long period of time, it will taste different
than if the milk is dehydrated rapidly under high heat.

Milton Hershey understood none of this when he started experi-
menting with his own formula for milk chocolate in the late 1890s. He
had tasted many European milk chocolates, and, with the help of his
equipment supplier in Dresden, he supposedly visited milk-chocolate
manufacturers in Britain, Germany, Switzerland and France. But he
never worked for any of these companies, like Forrest Mars did, so he
learncd little about the actual manufacturing process—not that it ulti-
mately would have mattered. For when Hershey decided to manufacture
his own milk chocolate, he consciously decided not to follow the meth-
ods the Europeans had so laboriously perfected.

Given his success with caramels—where the addition of fresh whole
milk had dramatically improved the quality of the candy—Milton Her-
shey believed he could outdo his European counterparts. So he ignored
cverything they had learned over the centuries and set out to re-create
for himself what the masters had already perfected.
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CHOCOLATE PERMEATES EVERY
ASPECT OF LIFE IN THE TOWN
OF HERSHFY, PENNSYLVANIA.
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(_,'7 " ERSHEY HAD NO understanding of chemistry to help
him develop a proper formula for milk chocolate. His method was
simply wial and error. He felt his way from experiment to experiment
and paddled around for hours in the kettles with each new mixture.
Before he began, he bought the most expensive, most impressive and
most modern machinery he could find: condensing kettles to evapo-
rate the milk, plow machines to knead the milk and chocolate into
a dough, chasers to grind the mixture into a finc powder and mé-
langeurs to blend the mixture with additional cocoa butter. But no
one showed him how to use this cquipment, and the specific manu-
facturing process and ingredients were up to him.

To conduct his rescarch in private, lie moved part of his opera-
tions to the family’s homestead, just a mile from the barren, rocky



knolls where he planned to build his new factory and town. There,
behind the old farmhouse where both he and his father were born, he
built a creamery and a small cxperimental facility for condensing milk.
To run the miniature factory, he installed an cighty-five-horsepower
boiler, a deep-well pump and a water tank. He also built a new barn,
which he filled with forty-eight head of Jersey cattlc. The milk-processing
equipment was shipped there, along with a few copper kettles from the
caramel factory.

Working behind closed doors with a watchman on guard, Hershey
began to experiment with various formulations, assuming it would take
just a few months to finalize his recipe. He worked sixteen hours a day
alongsidc four of his most trusted workers. At 4:30 A.M., they woke to
milk the cows. Milton’s mother served brcakfast at 6 A.M., and then it
was on to the crcamery for work. Cleanup and the evening milking
ended each day well atter dark.

At first, the trials were simple. Milton knew nothing about running a
dairy farm or processing milk, and he spent the early weeks just learning
his way around the creamery. When he began cxperimenting with con-
densing, however, everything became more complicated—far more
complicated than he had imagined. He assumed that the richest milk
would make the richest chocolate, so he started working with cream.
But the cream was almost impossible to condense without burning, and
even when the condensing was successtul, the fat content of the cream
tended to keep the chocolate from hardening. He tried whole milk,
which was better for condensing, but found that it made the chocolate
spoil within a few wecks. Since he intended to ship his chocolate long
distances, he needed a product that would last. Skim milk, it seemed,
was the only answer. He installed separators and began churning out
butter with the unused cream and condensed milk with the skim milk.
Satisficd with the initial results, he replaced his Jersey cows with Hol-
steins, which tend to produce milk with less fat.

But he was far from inventing a final recipe. There was trouble with
the sugar. When should it be added? Hershey supposcd that the right
time to blend it in was after the milk was condensed. But after months
of trying, he discovered he could not get rid of enough moisture in the
milk unless he added the sugar before condensing. The natural assump-
tion—that if the sugar worked that way so would other ingredients—led
Hershey off track again. He wasted many more months trying to add the
cocoa butter in with the milk, but it always scorched in the condensing
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kettle. He tried adding dried and pulverized cocoa powdcr, but to make
it mix he found he had to add water and then boil that out again, which
added timc and expense. He tried putting the warm chocolate liquor,
fresh from the milling machinc, into the milk, but the mixture curdled
too casily.

After years of experimentation and hundreds of failed attempts, Her-
shey still didn’t have a formula that he was happy with—and the pressure
was beginning to mount. The chocolate business in the United States
was booming, with new manufacturers popping up every day. Walter
Baker was out in the lead, receiving half of the 24 million pounds of
cocoa beans being imported to America annually, and rumor had it he
was beginning his own milk-chocolate experiments.

Not only werc his competitors moving ahead, but Hershey found
himself running up against deadlines for completing the new factory
and town. Even without the perfect milk-chocolate formula, his business
was outgrowing the rented wing of the Lancaster caramel plant. He
needed the new factory immediately, and he ordered construction to get
under way.

Critics continued to pan Hershey’s plans for an industrial utopia, pre-
dicting the factory “in the middle of the cornfield” was bound to fail.
But Hershey persevered. He had sound reasons for locating in Derry
Township. Out there, he would not need to compete with Philadelphia
for his milk supply. Spring Creek and Derry Church Spring offered
clean, stcady sources of water. And the loyal) industrious Pennsylvania
Dutch folk gave promise of a dependable labor force. There was already
a railroad, and it was near the Hershey homestead. And although the site
was comprised mostly of hills and rocks and stones, the landscape, too,
could be put to advantage. Close at hand was a limestone ledge that
would provide all the building material he nceded.

On March 2, 1903, with Kitty and his parents anxiously watching,
Milton Hershey broke ground on the factory, and all at once, Derry
Church, a pastoral town in the Pennsylvania countryside, swelled with
activity. Milton Hershey’s quick step was everywhere, supervising the
workmen and conferring with architects and foremen. This was Ais grand
vision, and he intended to oversee it all. He involved himself in every
aspect of the project, personally laying out the factory, the downtown
and the neighborhoods. He christened the main thorouglhilares Choco-
late and Cocoa Avenues, and the lesser streets he named after varieties
of cocoa beans: Java, Caracas, Areba, Granada and so on. On a gently
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sloping hill overlooking the factory, he laid plans for a new home for
himself and Kitty, the twenty-two-room white porticoed mansion that
would be called High Point.

From there, Hershey carefully surveyed all that was rising around him.
‘The factory was top priority. The sprawling complex facing Chocolate
Avenue stretched the length of two football fields, its sixteen single-story
buildings radiating from a central corridor. Designed to accommodate
600 workers and produce millions of dollars of chocolate annually, Her-
shey wanted the factory as modern as possible. He bought more choco-
late-making equipment from Germany and installed cocoa bean roasters,
grinders, presses, conches and everything elsc he would need to make
milk chocolate—once he discovered how.

An enormous enginc room housed the power plant, equipped with
two 600-horsepower John Best boilers—the most powerful on the
market—along with a huge dynamo and force pump. Near the enginc
room stood two brick smoke stacks, with the letters IIERSHEY running
down cach sidc, and two 50,000-gallon suction tanks sat to the south of
the stacks. Another 50,000-gallon water tank towcred over the east end
of the facrory, and at the western end of the complex were three more
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buildings—the men’s locker room, the women’s locker room and,
between them, a two-story exccutive complex.

Fifty laborers dug the plant’s foundation while another hundred
stoncmasons cut the limestone for the factory walls. Plumbers, brick
men, plasterers and carpenters—all worked seven days a week, fourteen
hours a day, under Milton Hershey’s constant attention. He involved
himself in every step of the process, asking plasterers to show him how
to use a trowel and bricklayers to explain how to slack lime for mortar.
He met with the architects and surveyors daily and kept closc tabs on
Henry Herr, the civil engineer he hired to manage it all. Although Herr,
a Lancaster native and graduate of Lehigh University, was the cxpert, it
was Milton Hershey who signed off on cvery decision—and he had def-
initc ideas about what he wanted.

Initially, Hershey put Harry Lebkicher, a longtime friend, in charge
of building all the houses. Bur the first houscs he erected along Trinidad
Avenuc alternated between two basic designs, and the second batch
along Areba Strect all looked alike. Hershey was furious.

“That’s the way the slave dealers used o do it,” he screamed at Leb-
kicher. “We don’t want that here.” He replaced Lebkicher on the spot,
then ordered every house torn down. Hershey didn’t want the town to
feel cookie-cutter or industrial; he was building a community to be as
pure and as wholesome as the chocolate that would be its foundation.
And although aspects of the town were unabashedly commercial, Her-
shey never compromisced on quality, beauty or character. He provided
his residents with every amenity imaginable: indoor plumbing and elec-
tricity, a bank and a department store, new schools and entertainment.

His love of grecnery was evident throughout. Every home had a tidy
front lawn and a spacious backyard, and Hershey ordered trees, bushes
and flowers planted along cach strect. The median that ran the length of
Chocolate Avenue was so lavishly landscaped that it looked to all who
entcred the town as though they were driving through a garden. Having
lived in both the city and the countryside, Hershey had developed a
strong belief that urban life was unhealthy and morally debilirating. He
felt that fresh air, unspoiled land and recreation were indispensable to a
salutary existence, and he set out to sculpt a reality from this philosophy.
Hershey left wide-open space—150 acres—for an enormous park at the
center of town, equipped initially with a band shell, a boathousc and a
baseball diamond. He also planned five eighteen-hole golf courses, a
twenty-three-acre public garden inspired by the gardens of Versailles and
a zoo that even today scrves as a nature preserve for seventy-five species
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of North American wildlife. Outside the gates of the factory, Hershey
ordered landscapers to crect a giant display of ornamental shrubs,
spelling HERSHEY COCOA in ten-foot-high letters. Visible for miles, the
sign still welcomes the town’s steady throng of tourists.

For transportation, Hershey built a trolley system powered by elec-
tricity gencerated by his plant. For just a nickel, workers could ride the full
thirty miles from Elizabethtown to Hummclstown, or stop at Hershey in
between. Hershey also convinceed the Philadelphia and Reading Railroad
to serve his community with a new station at the foot of Cocoa Avenue
and include a railroad siding for loading freight cars at the factory.

He then petitioned the U.S. postmaster for an official post office. For
that, he needed a name for the town, so he sponsored a contest offering
$100 to the winning entry. Thousands of names were proposed, includ-
ing Dark Town, Drinkmore, Etabit, Grandoshus and Qualitytells, but
the prize went to a2 woman (rom Wilkes-Barrc who submitted “Her-
sheykoko.” The U.S. postmaster balked at the name, however, saying it
was too commercial. It was quickly shortened to just plain Hershey.

But it was a town in name only. The original 1,200 acres that Hershey
purchased in 1902 was never actually incorporated; it remained part of
Derry Township, named after the city of Derry, Ircland. As such, Her-
shey had no form of government or elected officials. In the carly days,
Milton Hershey served as constable, fire chief and mayor. And though
he eventually hired others for some of these roles, he never relinquished
final authority.

In the summer of 1904, the exccutive offices on Chocolate Avenue
were finished and in December, the factory itsclf was completed. Work
in the Lancaster caramel plant slowly ground to a halt, and by June
1905, equipment was being moved from Lancaster into the new choco-
late works, “the most complete of their kind in the world,” as they were
advertised in the Confectioners’ Journal.

The new factory was immense, designed for production on a massive
scale. But so far, Hershey had been unable to perfect a process that would
allow him to manufacture quality milk chocolate in such huge quantitics.
Since 1900, Hershey had been making small batches of milk chocolate at
his Lancaster facility. Sales of the product were strong and his nickel
milk-chocolate bar was proving more popular than his broad linc of nov-
clty items. But he was still struggling to find a milk-condensing method
that would allow him to blend his chocolate and milk solution effort-
lessly. On some days, it secmed the milk would condense almost by itself;

o Tt Enperors OF CHOCOLATE

L]



but on others, it would come out lumpy or burned. And he was still
having problems with the shelf life of his candy bars. He wanted a prod-
uct that would last for wecks, but his current bars were spoiling far too
quickly.

Hershey called in men from his caramel plant to help with his exper-
iments at the Homestead. He had hired a professional chemist initially,
but when the chemist burned a batch of milk and sugar that Milton was
trying to test, it only confirmed his disdain for “experts.” Hershey then
brought in John Schmalback, a worker from Lancaster, who successtully
condensed a kettle full of the same mixture in a matter of hours.

“Look at that beautitul batch of milk,” Hershey said when the exper-
iment was over. “How come yon didn’t burn it? Yox didn’t go to col-
lege.” Hershey was so pleased, he handed Schmalback a $100 bill.

But it took many more trials before Hershey hit on a workablc solu-
tion: Using a heavy concentration of sugar, Hershey boiled the milk
mixture slowly under low hcat in a vacuum. When the batch came out,
it was smooth as satin, like a batch of still-warm taffy. The concoction
blended effortlessly with other ingredients, resulting in a chocolate that
was light brown in color and mild to the taste. But something clse had
happened in the process that no onc understood. In making the milk
solution, Hershey had hit upon a method (as chemists would later
explain) thar allowed the lipase enzymes in the milk to break down the
remaining milk fat and produce flavorful free fatty acids. In other words,
it was slighrly soured.

Whether Hershey noticed the oft-note flavor in the final product is
not clear. All we know is that the process was hailed as a triumph and
was replicated in the plant, where Hershey began churning out milk
chocolate with this unusual flavor, distinct from any of its European
counterparts. And from the moment the public tasted it, Hershey’s new
chocolate was a success. No one in America had eaten anything like it,
and by 1907, the year Hershey’s Kisses were introduced, sales had
rcached nearly $2 million, far outstripping Hershey’s own expectations.

After a while, Hershey began to pare down the number of products
being made, focusing on a handful of items that could be mass-produced
and sold nationwide at the affordable price of a nickel.

This strategy was radically different from the rest of the industry’s.
Until Hershey came along, no one had ever considered national distrib-
ution. Even Walter Baker’s chocolate was known only as far as the Mis-
sissippi River. But Hershey wasn’t content to limit his market; he wanted
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to sell his milk chocolate coast-to-coast. After all, Cadbury, Rowntree,
Nestlé, Tobler and Lindt were all sclling their chocolates across Europe.

Hershey also wanted to broaden the outlets where chocolate was
being sold. He cnvisioned his nickel bars resting on counters at lun-
cheonettes, grocers, bus stops and newsstands. This was a new concept
in candy sales, which had previously been limited to candy stores and
druggists. He singlehandcdly developed these new outlets, distributing
his products through the brokers who were emerging to serve the devel-
oping rctail scctor. It’s thanks to M. S. Hershey that we can now find
candy wherever we look.

These strategies cmerged from Hershey’s conviction that choco-
late—so rich in nutrients and energy-giving propertics—should be con-
sumed by all. So he priced it chcap, forever altering the worldwide
market. Henceforth, solid chocolate would be the province of the com-
mon man, available in cvery five-and-dime from Pennsylvania to Ore-
gon. The Hershey name quickly became synonymous with the product,
and today, ncarly one hundred years after it was first introduced, “Her-
shey” means a chocolate bar to almost every American.

T — —____e»
A NOURISHING FOOQD

'HERSHEY'S |

8, 5¢ Mik CHocoLATE 5¢ o

HERSHEY CHOCOQLATE CORP., HERSHEY, PA,U.S.A.

LEGEND HAS IT THAT WHENEVER [MIITON HERSHEY SAW ONE OF His
COMPANY'S NICKEL-BAR WRAPPERS ON T1IE GROUND, INSTEAD OF
THROWING IT AWAY HE TURNED IT FACE UP—HIS WAY OF ADVERTISING,

The American public’s love for Hershey’s chocolate baffles European
connoisseurs, who say Hershey’s chocolate is offensive, if not downright
inedible. Known in the industry as “barnyard” or “cheesy” chocolate,
Hershey’s unique, fermented flavor has never sold in Europe, despite
attempts by the company to market it there.
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“Milton Hershey completely ruined the Amecrican palate with his
sour, gritty chocolate,” said Hans Scheu,! a Swiss national who is now
president of the Cocoa Merchants’ Association. “He had no idea what
he was doing.”

Like most Europeans, Scheu despises the Hershey flavor and believes
Milton Hershey could not possibly have intended to invent it.

“Who in their right mind would sct out to producc such a sour
chocolate?” he asked. “Therc is no way Mr. Hershey did this on purpose;
it had to be a mistake.”

Scheu backs up his view with a ditferent version of history and says
this is the story he had always heard about Hershey’s chocolate: When
Hershey was first starting out, he bought a tremendous amount of sur-
plus powdered milk from a European supplier. By the time the milk was
shipped to America, however, it had started to turn, becoming slightly
cheescy. Hershey knew the milk was spoiling, but he refused to throw it
away.

“He was a cheap Pennsylvania Dutchman; he didn’t want to waste his
moncy, so he used it in his chocolate, and that became the special Her-
shey flavor,” said Scheu. “But I wouldn’t call it special.”

Jean Jedot of Jacobs Suchard recalls a similar tale.

“We always chuckle about his famous Hershey claim, how his choco-
late was special,” said Jedot, who has worked as a chemist in the indus-
try for thirty years. “Everyone knows Hershey used spoiled milk to make
his chocolate. That’s whar makes it so raunchy.”?

Hershcey officials declined to discuss the specific process that results in
the Hershey flavor: “That’s proprietary,” declared former CEQ Richard
Zimmcerman. “We don’t discuss it or disclose it.” But, he added, Milton
Hershey never used spoiled powdered milk to produce his original
chocolate formula.

“Mr. Hershey used only the freshest milk, which he learned to con-
dense himself,” Zimmerman said. “For anyone to suggest otherwise is
preposterous.”

Regardless of how the flavor was developed, it has become the undis-
puted Hershey signature, the prize the company values as its most
important assct.

“Everybody at Hershey guards that flavor with their life,” said Earl
Spangler, who ran the chocolate manufacturing division from the 1940s
through the 1970s. “It is taboo to mess with any part of that manufac-
turing process. I mean, you couldn’t even change a screw without wor-
rying how it might affect the Hershey flavor.”
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Although it is no longer truc today, Spangler said no one in the fac-
tory during his tenure understood exactly what contributed to the Her-
shey taste.

“Science was not available in those days. You could not analyze it.
You didn’t know what chemicals were being formed. You just knew
when you got it right and when you got it wrong.

“We always assumed that the copper kettles contributed significantly
to that exclusive flavor and also the timing in the process of condensing
that milk. But we never really knew for sure. That’s why we were so
afraid to touch it.”

Over the years, this hands-off policy frustrated many of Hershey’s
engineers and chemists, who insisted there were better, cheaper ways to
manufacture Hershey products. Louis C. Smith, who served as Her-
shey’s chief enginecr for more than thirty years, remembers arguing with
management endlessly over Hershey’s clumsy—almost amatcurish—
manufacturing methods.

Hershey’s milk-condensing process is “the most inefficient process
that you ever saw,” said Smith. “For a mechanical engineer like myself, it
almost destroys me to see that because I know they can do it mnch more
efficiently and save piles of moncy.

“But the management wonld not accept a more cfficient system be-
cause they said that it changed the flavor of Hershey’s milk chocolate.”

Smith argued that 99 percent of consumers would not notice
any change unless they were cating the old Hershey bar together with
the new.

“I still believe that,” he said.

“But Mr. Hershey’s recipe, you didn’t fool around with that. There
wasn’t any question about it.”

The only reason Hershey managed to maintain any consistency in the
flavor, according to Smith, is not because of some carefully controlled
and regimented manufacturing system, but because of the huge volume
of chocolate produced—as much as 100,000 pounds a day.

“There was such a blend of different batches we could hide a lot of
our mistakes,” he said.

Zimmerman agrecd that Hershey’s manufacturing process is “a bit
awkward and old-fashioned,” but he defended the company’s decision
to keep it that way.

“Understand that in those days, the Hershey flavor was all we had,”
he said. “We didn’t have Reese and we didn’t have 5th Avenue and we

772 o THE EMPERORS OF CHOCOLATE



didn’t have the Peter Paul brands. We didn’t have anything but the Her-
shey flavor. And we protected that like it was gold.”

Today, the chocolate used in the company’s original mass-produced
candies—the Hershey bar, introduced in 1900; Hershey’s Kisses, intro-
duced in 1907; and the Hershey Almond bar, launched in 1908—is
manufactured as it always has been, in strict accordance with Milton
Hershey’s original recipe. New products, however, likc NutRageous and
Reese’s Pieces, are made from dry milk solids using more modern and
cfficient manufacturing techniques—although even this innovation was
a struggle initially, according to Spangler.

He remembers heated arguments in 1970 between Hershey execu-
tives and British candy maker Rowntree Mackintosh PL.C over Her-
shey’s agreement to distribute Rowntree’s Kit Kat in the United Statcs.

“Rowntree had their own formulation for the coating on Kit Kat,”
remembered Spangler. “But we thought that since the taste of American
chocolate differs considerably from the European, that maybe we should
use a chocolate related more closely to our own Hershey flavor.

“But they really took issue with that. They didn’t want their formu-
lation contaminated one bit by the Hershey process. The product had to
be produced specifically to their formulation, so that’s what we’re
doing.”

The experience with Kit Kat “opened Hershey executives’ minds,”
said Spangler. “Suddenly, they realized that Americans would accept
other flavors of chocolate besides the original Hershey. But that wasn’t
true in the beginning; it wasn’t truc for the first fifty years Hershey was
in business.”

ﬁy 1909, the Chocolate Camelot that had sprouted overnight from
the Pennsylvania farmland was the talk of the state. The Pennsylvania
legislature hailed Hershey’s social experiment as a “model town” and
declared Milton S. Hershey a visionary. Of the 1,200 acres of cornfields
and pastures originally purchased for the creation of Hershey, fully half
had been developed by 1913. The 150-acre Hershey Park was attracting
more than 100,000 visitors a year. Residential construction was boom-
ing and services were being expanded to keep up with demand. Hershey
built an inn and a restaurant, a gymnasium and a swimming pool as big
as a small lake. He added attractions to Hershey Park, including a merry-
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go-round, a miniature clectric train and a dance hall that became a pop-
ular Saturday-night destination, hosting some of the most famous
orchestras around.

As the number of visitors increased so did the town’s population.
Drawn by stories of Milton Hershey’s benevolence, farmers and trades-
men from miles around flocked to Hershey to live. By 1913, the total
population exceeded 700 and continued to grow until it reached 2,500
in the late 1930s.

During Milton Hershey’s lifetime, most of the town worked for him,
and lifc in Hershey was the ultimate cmployee benefit. Hershey’s work-
ers shovcled the snow and removed the garbage. Hershey supported the
volunteer fire company and supplied the utilities—the electric, water,
sewage, telephone and steam pipes that carried surplus heat from the
factory to the town’s public buildings. Jobs were plentiful and taxes were
nonexistent.

Monroc Stover remembers when his family moved to Hershey in
1911, renting one of the first houses on Areba Avenue. It was cquipped
with indoor plumbing and was clectrified at the rate of $1 per month.
Rent was about $15, Stover recalled.

“It was a small house for the nine of us,” he remembered, “but it was
our first modern home, and I’ll never forget it. Moving to Hershey was
like moving to paradise; no morce outhouses or one-room schoolhouscs
or dirt roads. We had steam hcat and electricity and telephones. And the
streets were cobblestone. That was something.”

The original forty-eight houses cost between $1,200 and.$1,500 to
buy. And although most residents preferred to rent their homes, Her-
shey encouraged buying and established a trust company in 1905 to
make it easier for residents to get mortgages. He encouraged everyone
to keep an account in his bank, and he set the example, placing his per-
sonal accounts there and investing $100,000 in trust company stock.
The very first account went to William Malcolm Murric, the firstborn
son of William F. R. Murrie, Hershey’s president, who deposited $100
in the name of the two-year-old boy. Mr. Murric also had the honor of
fathering the town’s first baby, Marion Murrie, born in the Hershey
Hospital on March 21, 1907.

The Murrie family, like most executives’ families, lived directly across
the street from the factory on Chocolate Avenue. Although their home
was larger than average and had fancier appointments, it was still quite
modest in sizc and property. Hershey tried hard to ensure that the hier-
archy in the factory didn’t spill over to the town; everybody in Hershey
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shopped at the same storcs, attended the same churches and sent their
children to the same schools. Despite these efforts, however, the town
was not egalitarian.

Richard Murric remembers one year in grade school when his teacher
gave him top marks cven though he had hardly complcted any of his
assignments. “My father found out that she was going easy on me, and
he was furious,” he remembered.

“It turned out my teacher wanted a job at the plant, and she figured
that if she was nice to me she would get hired. My dad fired her,
instead.”

Richard said his parents tried to make surc he wasn’t privileged; still,
his upbringing wasn’t that of a typical American boy. He remembers, for
example, an afternoon when he was about five years old touring the
plant with his father.

“I climbed up onto one of those giant mixers, the kind that smooths
out the chocolate; and wouldn’t you know, I fell in. I’ll never forget that,
swimming in that big vat of chocolate. Of course, my father got real
angry and sent me home to get hosed off on the front porch. But it was
worth all of his yelling. How many boys do you know who get to dive
into a river of chocolate?”

MILTON HERSHEY'S UTOPIAN DREAM
GAVE RISE TO THESE BEAUTIFUL HHOMES
ON JAVA AVINUE, PHOTOGRAPIIED
CIRCA 1919.




For most of the town’s youth, growing up in Hershey was like living
one long, sweet fantasy.

“Everybody kept chocolate in their cupboards,” remembers Stover.
“And we got to eat as much as we wanted. And cvery Saturday we’d go
to the park. Nobody had to pay to get in, and the rides cost just a nickel.
Ifyou didn’t have any money, you could swim in the pool or listen to the
live music or watch the people. It was a great way to pass the day.”

But life in Hershey wasn’t all smiles and laughter. Living in town was
like living in a fishbowl. Everybody worked together and socialized
together. There was only one country club and one rotary. You never
knew if your neighbor might someday be your boss.

“You had to get along with everybody,” said Marlene Hubbard. “If
you didn’t like your coworkers, that was just tough. You couldn’t get
away from them; they were your neighbors and your fellow churchgoers.
You couldn’t go anywhere without seeing somebody you worked with
or worked for.”

For many, Milton Hershcy’s presence in town was also a bit over-
bearing. He would often tour the town in his chauffcured convertible
Cadillac, making note of lawns that weren’t mowed and homes that
weren’t being properly maintained. He liked to think his workers appre-
ciated the services he gave them, and it is said he would ride the trollcy—
sometimes as early as five in the morning—to see how well it was
patronized. He also occasionally hired private detectives to find out
answers to questions that bothered him—like where the liquor was
coming from during Prohibition and who was responsible for throwing
trash on the grounds of Hershey Park.

Hershcy’s prying was nothing compared with the paternalistic over-
sight and control of some other industrialists. For cxample, Henry Ford
conditioned his cmployees’ wages on their good behavior outside the
factory, employing a force of 150 inspectors in his “sociological depart-
ment” to keep tabs on workers’ hygeine, personal habits and housc-
keeping.

Neverthcless, several journalists who visited Hershey wrote stories
highly critical of the way the town was run. The Philadelphia Evening
Times—in an article that ended “Tell me truly, tell me please, Is Hershey
a town or a diseasc?”—made Milton Hershey sound like a czar. Fortune
magazine in the 1930s was equally negative, describing onc of Hershey’s
most prized buildings—the Hotel Hershey—as “the Pennsylvania
Dutch idea of Moorish architecture.”

Hershey took great offense at these characterizations, telling close

776 o THE EMPERORS OF CIHOCOLATE



associates that no one outside of Hershey understood him; he simply
wantcd the very best for his residents and expected them o treat his
investments with proper respect.

He did much to raise the standard of living among his thousands of
employees. In addition to the town’s lavish amenities, he gave his work-
ers insurance benefits in case of sickness, accident or death, and he
offercd a gencrous retirement plan. FHe donated all of the buildings for
the local schools and established a junior college, where tuition was free
for all residents. He also gave $20,000 to each of the five local churches,
and made ccrtain his residents had access to the arts. His $3-million
community building houscd a theater as elegant as any on Broadway.
The grand lobby was of Pompceian design, with marble walls threc feet
thick and a floor of Italian lava rock. Inside, the playhousc was extrava-
gantly appointed, with gold trim and balconies. Over the years, the the-
ater played host to some of America’s greatest performers, including
Fanny Brice and the Zicgfcld Follies, Roy Rogers, Blackstonce the Magi-
cian and Virgil Fox. It became a regular stopover for touring Broadway
shows, with headliners like Yul Brynner, Rex Harrison, Mary Martin and
Alfred Lunt.

“Hershey’s residents took all this for granted,” said Stover. “We
didn’t know what it was like to live in a real small town. We had cvery-
thing they had in the big city—maybe more.”

And Hershey’s philanthropy went far beyond the town. In 1909, he
and Kitty set up a trust fund to found a school for poor, orphaned bays.
The Hersheys themselves were childless, and Kitty said she wished to
provide a haven for those in nced of a good home and a better chance in
litc. Hershey provided the boys with everything he could to make their
lives normal. He explained his gencrous giving this way: “Well, | have
no heirs; so I decided to make the orphan boys of the United States my
heirs. . . .

“The biggest influence in a boy’s life is what his dad does; and, when
a boy doesn’t happen to have any sort of a dad, he is a special mark for
destiny. | am afraid that most of our orphan boys have a bad time of it
and that many never get the right start. They tell me that youngsters
who go to prison never have a chance. Well, I am going to give some of
them a chance my way.”3

The backbone of it all remained the Hershey Chocolate works, where
by 1911, annual sales had topped $5 million.# Although the factory was
designed with mass production in mind, it was not fully automated, nor
was it very efficient. It took the hard labor of 1,200 workers, six days a
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week, twenty-four hours a day, to produce the millions of candy bars
that made Hershey possible. What workers remember most about life in
the factory is not the privilege of cating all the chocolate they wanted,
but the lifting, pushing, carrying and pounding that went into making
cach piece.

At first, there was a logical progression to the plant’s layout: sugar,
milk, cocoa beans, cocoa butter and other crude materials werc handled
at the farthest end of the plant; wrapping and shipping werce headquar-
tered at the opposite end; and in betwceen, the rest of the process was
arranged for orderly flow. But even before construction was finished, the
company had outgrown this basic design and ad hoc additions werc
being built to supplement the space. In less than a decade, the Hershey
factory cxpanded from six acres of floor space to thirty-six. The plant
grew vertically as well as horizontally, requiring the installation of freight
clevators and conncecting corridors. The result: a rangled industrial maze
that made orderly production almost impossible.

Even though the factory housed the best and most up-to-date choco-
late processing equipment imported from Germany and Switzerland, it
remained industrially unsophisticated. ‘There was no means of connect-
ing the various stages of production—from roasting, hulling and milling
raw beans, to blending, smoothing and mixing ingredicnts and finally to
molding and wrapping chocolate bars. Material handling was primitive,
with no conveyor belts or pumps to direct the flow of ingredients. It was
all done by hand using the most clementary equipment: bathtubs, buck-
ets and spatulas.

Lawrence Pellegrini remembers his first job, unloading the 200-
pound bags of cocoa beans, which came daily by rail from warehouscs in
New York, 500 bags to a car. If the storage room was full—which it usu-
ally was, although it held as many as 100,000 bags—he stacked the
burlap sacks along the factory’s main corridor, piling them to the ceiling
in rows five and six deep. By elevator, the beans traveled to the fourth
floor of the No. 24 building, where they were cleaned and shoveled into
giant roasters, coal-fueled rotating drums capable of cooking 400
pounds of beans at a time.

Likc coffee beans or peanuts, roasting cocoa beans is a delicate
process that requires careful supervision to ensure peak flavor. Too light
a roast and the beans taste raw; too dark, and they taste burnt. Fircs, too,
were a constant hazard. Cocoa bean shells, which tend to scparate from
the kernels during roasting, become highly flammable, like leaves in a
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forest. ‘T'oo many loose shells and the entire batch would spontaneously
combust, ruining not just the beans but also the oven.

Although Hershey’s roasters were the best on the market, they were
far from precisc machines. There were no scientific controls for time,
tcmperature, rotation or air flow. It required the skill and artistry of an
experienced chocolate connoisscur to bring out just the right flavor. Sev-
eral factors added to the difficulty of the task: First, cocoa is not a uni-
form raw matcrial. The beans vary in age, ripeness, fermentation and
moisturc content, making an even, uniform roast nearly impossible.
Second, the flavor that we recognize as “chocolate” is not really specific;
so far, it has eluded analysis and identification, lcaving it up to the roaster
to know from experience when the batch has peaked.

In the early years at Hershey, this job belonged to George Bowman,
an average factory worker clevated to this specialty by years and years of
practice. With a ream of a dozen workers manning the ovens, Bowman
oversaw the roasting of tons of cocoa beans every day.

Working in the roasting room was one of the toughest jobs in the fac-
tory: sweaty, smelly and back-breaking. To clean the ovens, as required

A TURN-OF-THE-CENTURY
COCOA BEAN ROASTER HAD
TO BE FUELED WITH COAL
AND LOADED AND CLEANED
BY HIAND. [T WAS A HOT,
DEMANDING, DIRTY JOB.




several times cach shift, the workers crawled inside and, on their hands
and knees, vacuumed out the debris. During roasting, they were respon-
sible for stoking the fires with coal and loading the drums with beans.
The average roast took about an hour, and they ran ten roasts a day. By
the second or third batch, the room would reach 120 degrees. And then
there was the odor—a bitter, acrid smell so pungent it stung the nostrils.

“I couldn’t smell anything burt that odor for years,” Bowman said. “It
didn’t matter if I was at the plant or at home or on vacation, I couldn’t
get that smell out of my nose.”

Each varicty of cocoa bean produccs its own unique perfume, and
cach results in a different chocolate flavor in the final stage of produc-
tion. Different types of beans also require diffcrent roasts, and Bowman
knew them all. Forastero type beans, which are the basis of most com-
mercial chocolate, require higher temperatures for a “full” roast, while
criollo beans, which are highly aromatic, peak at much lower tcmpera-
tures. To create the proper “notes” in the Hershey flavor, the different
typcs of beans are blended after roasting according to a closely guarded
formula.

Selecting the right mix of beans is considered by some connoisscurs
to be the most difficult aspect of chocolate production. Over the cen-
turics, the cocoa growing industry has tended to crossbreed varieties of
beans so that today most beans are a hodgepodge of ditferent flavor
charactcristics. "This complicated gencalogy, along with plagues of dis-
ease capable of wiping out cntire crops, has made it nearly impossible to
replicate flavors from the past and guarantee consistency in chocolate
products. For examplc, scientists believe the original cocoa enjoyed
thousands of years ago by Montezuma’s court was a fine-quality criollo
that has since died out. Some beans enjoyed by Spanish royalty in the
1600s have also disappeared, and while new flavor grades are constantly
being rescarched and developed, there is no question that the chocolate
we enjoy today has evolved significantly from its origins.

For manufacturers, this is a heavy burden. Hershey’s researchers are
constantly roaming the cocoa ficlds looking for varieties that will meet
the factory’s specifications. In recent decades, scveral strains in the orig-
inal Hershey formula have vanished due to disease and irresponsible
breeding, and replacing them is an ongoing challenge. Of course, it’s
not just Hershey that fights this battle; finding “the perfect bean” is the
quest of cvery manufacturer in the world, the Holy Grail of chocolate.
Hundreds of millions of dollars arc spent each year on this research.
Most large manufacturers, like Hershey, Mars and Nestlé, operate their
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own experimental cocoa plantations to study husbandry and discase.
Many of their experiments have a direct impact on consumers.

For example, the introduction of the candy version of the Dove bar
in 1992, Mars’s first solid dark-chocolate candy bar, was made possible
by the discovery in the late 1980s of a “secretr” high-flavor bean that
could be produced economically ¢nough to be used in a mid-priced
bar.5 Typically, such high-quality beans are too expensive for any candy
but the finest boxed assortments. But the Dove beans arc different, and
so prized by Mars that they have no official name and arc never referred
to directly in the company records. No onc but a handful of top execu-
tives knows the origin of the beans or where they are being grown. Ship-
ments, too, are encoded to avoid industrial espionage, according to a
factory worker at the Dove plant in Burr Ridge, Ilinois.® No one clse at
Mars would even confirm the beans’ existence. John Mars boasted that
the Dove bar is as “fine a quality dark chocolate as can be found any-
where in the world,” but he left it at that.

Hershey, too, keeps its blends secret. According to former CEO Zim-
merman, no one in the factory—not even the CEO—knows the proper
proportions that must be combined to create the chocolate for a Kit Kat
bar, a Hershey bar or a Reese’s Pcanut Butter Cup. (Each has its own
distinctive blend.)

“These days it’s all programmed into the computer,” he said.
“Nobody knows the correct recipe. Not even me—although I know
where to go to find it.”

In the carly years at the factory, the only ones who knew the blend
werc Milton Hershey, William Murrie and the roasting operators who
mixcd the proportions manually before the beans were winnowed—a
process that separates the cooled beans, as cleanly as possible, into useful
kernels and disposable shells. The winnower cracks the beans by throw-
ing them against a steel plate, and then, using a fan, it blows away the
lighter shells, leaving the hcavier kernels, or nibs, behind. Once cleancd,
the nibs are milled in giant mélangeurs, round stone pots equipped with
heavy granitc wheels that crush the nibs into a liquid paste, producing
chocolate liquor. The heavy, fatty liquor is then divided between two dif-
ferent manufacturing operations: cocoa and chocolate.

To produce powdered cocoa—used in beverages, baked goods, ice
cream and chocolate syrup—some of the liquor was directed to vertical
presses, where the cocoa butter was squeezed out through felt and
canvas filter pads, leaving behind a partially defatted cocoa cake. Cakes
that would become commercial cocoa were pressed until they contained
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about 24 percent cocoa butter. But Hershey also produced cocoa for use
by tobacco companies, according to Howard Phillippy, former Hershey
engineer.

This type of cocoa, which contained only 10 percent cocoa butter,
was very dry by comparison, said Phillippy. “It was bought by the
tobacco industry as an additive [to cigarcttes].”

“It was supposed to make the smokes tastc better,” said Earl Span-
gler, former plant manager. “It helped cut the bitter flavor of the
tobacco, and I think [the tobacco companies] believed it added a rich-
ness to the smoke, but I never tasted it myself.”

These cakes, like the ones for cocoa, were hauled by truck to the can-
ning department at the other end of the factory. Here, they were fed
into crushers, which pulverized them into a microscopic powder that
was casily airborne, making for hazardous working conditions. Those
assigned to the department remember cocoa powder floating, through
the room in thick clouds, coating cvery piece of cquipment and cvery
employee in a fine layer of dust.

“If you worked in cocoa, every breath you took tasted like choco-
late,” recalled Henry Muller, who worked in the department for fifteen
years. “You could wear a mask, eye goggles and gloves, and that powder
would still get you. It was in your hair and your ears and under your fin-
gernails and ground into your clothes. It was a very dirty job.”

“You could always tell who worked in cocoa,” said Rosc Gasper, who
began working at Hershey when she was thirteen years old. “They were
the ones who recked of chocolate—you could smell them coming a mile
away.”

Here, too, fircs were a constant threat. The rapid pulverizing of the
cocoa cakes created an enormous amount of static electricity, which was
supposed to be dissipated by grounding magncts on the machinery. But
if the temperature in the room rose above 80 degrees and the powder in
the air rcached specific concentrations, the cocoa became explosive.
Muller said it was more dangerous to work in his department than in any
other operation in the factory.

“One spark in the air under the right conditions could start a flash fire
in seconds,” he remembered. Women, in fact, were prohibited from
these jobs out of concern for their safety. Instcad, they were assigned
largely to the chocolate-making operation, jobs that werc less dangerous
but just as physical.

It was this side of the factory that was open to outsiders. In fact, so
many people came to visit the chocolate-making department that by
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1915, a visitors” burcau was opencd to provide formal guided tours. The
public was not permitted to watch every stage in the production process,
but they were allowed to view some of the most spectacular—starting
with the Longitudinal department, which alone could fuel a child’s
imagination for years.

The room was so large you had o squint to scc to the other end. But
there was no doubt as to what was inside: chocolate. Giant vats of choc-
olatc, Each one a lake, carrying some 10,000 gallons worth. Altogether,
more than 300,000 gallons of liquid chocolate flowed through these
vats, known as longitudinal conches. Lined up in double rows, one after
another, they seemed to stretch for miles. As visitors watched, mesmer-
ized, the conches performed a sort of industrial ballet, their enormous
rollers mechanically swaying backward and forward, grinding the rich,
brown liquid in each basin until it was smooth enough to be made into
bars—a process that took three days and nights.

INSIDE HERSHEY'S LONGITUDINAL
DEPARTMENT, HUNDREDS OF CONCHES
PERFORM A MECHANICAL BALLET, SLOWLY
GRINDING THE CHOCOLATL OVER THREE
DAYS TO MAKE IT SMOOTII.




At this stage, all of the ingredicnts needed to make milk chocolate—
the condensed milk and sugar solution, the spices and the additional
cocoa butter drained from the cocoa cakes—were alrcady mixed into the
batch. Conching was not so much a matter of blending, which is done
by mixers and refiners earlier in the process, but a means of “curing” the
chocolate to the right consistency. Without conching, chocolate tastes
gritty, a phenomenon that has puzzled scientists, since the particles at
this point should be tiny enough to produce a smooth batter. But parti-
cle size doesn’t seem to translate into fineness when it comes to choco-
late—a conundrum that baffles manufacturers.

“All we know for certain is that without conching, the chocolate just
ésn’¢ chocolate,” said Hershey plant manager Ron Orlosky.” “But we still
don’t understand all of the changes that take place during conching.
That’s the big mystery of chocolatc manufacture.”

Scientists conjecturc that when the chocolate paste is passed through
refiners prior to conching, the particles (particularly of sugar) tend to be
flat and sharp. In the conche, these edges are rounded or blunted by
rubbing against cach other and against the granite trough. At the same
time, the blending process distributes the cocoa butter more evenly,
allowing it to cover the entirc surface area of the particles—all of which
contributes to chocolate’s velvety texture.

But other changes take place in the conche, as well. After this process,
the chocolate tastes different somchow—connoisseurs describe it as
more mellow. This is especially true of milk chocolate, which tastes flat
or stale without conching. Tests have shown that during the days and
days of conching, the pH in the chocolate rises and volatile acids and
water are driven off. But other chemical changes take place that arc less
well understood, although they, too, serve to unmask the true chocolate
flavor.

Visitors to the Longitudinal sensed the first hints of these changes in
the aroma wafting from the basins. 'This was no acidy smell, like the
smell in the roasting department. Here, the chocolate perfume was
intoxicating, likec opening a fresh tin of cocoa and inhaling decply.

In fact, it is this delicious odor that permeates the entire town of Her-
shey—on muggy days it hangs in the air for miles around the factory.
Local legend has it that the smell was the first crude attempt at sublimi-
nal marketing, Milton Hershey’s way of increasing demand for his candy
bars. But in truth, it serves a more practical purposc. The continual
grinding inside the conches generates an enormous amount of friction
heat; the only way to keep the room below 100 degrees is to pump the
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air out through giant vents in the ceiling, blanketing the town in a thick
chocolate aroma—so thick that at times it seems just breathing the air
can give you a cavity.

“Folks can usually smell Hershey long before they actually get here—
it’s the town’s signature,” said Stover. “But if you grew up around it, like
I did, you really stopped noticing it after a while. It just becomes part of
the scenery.”

Like stcel from the foundry and coal from the mine, chocolate from
Milton Hershey’s plant was nothing more than a commodity to local
residents like Stover. It paid for the street cleaning and garbage removal.
It provided the recreation and entertainment. It meant stability, wealth
and jobs—lots of jobs. This was no automated process; it took thou-
sands of people to operate the sometimes crude machinery that made
Hershey tick.

Imagine emptying a 10,000-gallon conche with nothing but a
bucket. Or wheeling chocolate from one end of the thirty-six-acre fac-
tory to the other, using a bathtub on wheels. Or knocking chocolate
bars out of their molds with hcavy metal hammers. It was cumbersome,
tedious work.

Those assigned to the Longitudinal used giant spatulas to scrape
down the sides of each basin and two-and-a-half-gallon buckets to drain
the chocolate from the vats. To transport it to the molding room
required bathtubs—old-fashioned steel tubs with claws—that becamce
makeshift handcarts on wheels, carrying fifty gallons of chocolate from
onc process to the next.

“I don’t think anybody could forget those bathtubs,” said Lawrence
Pellegrini, who began his career at Hershey in 1941. “They must have
weighed over a hundred pounds when empty. And then you’d fill em up
with chocolate and have to wheel em around without spilling. Now,
that was a trick.”

Once it reached the molding room, the chocolate was poured into
heavy metal trays, each with deposits for thirty-six candy bars. Workers
did their best to fill the deposits evenly, but precise measurcs weren’t
instituted until the mid-1950s. Up until then, an ounce was rarely an
ounce, although a bar was more likely to be overweight than under. The
tcmperaturc in the room was also erratic, a nightmare for the molding
operators, since they needed just the right conditions for the bars to
solidify properly.

To avoid shocking the warm chocolate, the trays had to be heated o
between 80 and 90 degrees. Then they were filled and loaded manually
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onto a conveyor belt that led through a cooling tunncl some 200 feet
long. But if the chocolate was too warm going into the tunnel, or cooled
too rapidly inside the tunnel, streaks of white called “bloom” would
appear on the candy’s surface. Bloom is actually cocoa butter that has
migrated to the surface of the bar and solidified. But becausc it looks like
mold to consumers, it’s a real hazard for chocolate makers.

The other big hazard in those early days was humidity.

“Too much moisture in the air and that chocolate would never come
out of the molds,” remembercd Gasper, who began working in the fac-
tory in 1930 and retired in 1982. “You could hammer and hammer until
your arm fell off, and that chocolate would just stick to the trays; it
wasn't going anywhere.”

Demolding the bars was the responsibility of a department called
Knock Out, made up entircly of women, each wiclding a hammer to lit-
crally knock the bars loose from their trays. Eventually, these jobs were
replaced by vacuum pumps that lifted the bars out using suction, but
until then, Knock Out was the loudest department in Hershey.

“You couldn’t hear anything over all that banging,” said Gasper.
“I'here was no such thing as earplugs back then. You just had to get used
toit.”

Keeping up with the conveyor belt was chaotic, too. It took two
women working, in tandem to grab the twenty-pound tray, flip it upside
down and start hammering out the candy. There was much debate over
which part of the job was the hardest: the lifting and inverting, or the
banging.

“You were always in such a hurry because of the conveyors—the
chocolate would just kecp coming out, and you would hammecr your
hand if you weren’t too carcful.

“I never broke a finger, just bruised and smashed, but I know a lot of
women who did,” said Gasper.

When the chocolate was arranged on pieces of cardboard, they were
stacked onto skids, twelve high, and hand-wheeled to the wrapping
room, two floors below. This was by far the busiest room in the factory,
with hundreds of workers scattered around machines and tables, prepar-
ing the chocolate for shipment. And until the 1960s, it was strictly
women’s work.

“When I started, the girls ran the entire department—there were
maybe 400 of us manning those machines and packing up chocolate,”
said Jean Rancrio. “About the only men around were the supply boys,
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who delivered the skids; the floor scrapers, who collected the scraps; and
the elevator men.”

Initially, wrappers were paid by the piece—a practice that encouraged
speed and also shortcuts. To wrap a single Kiss was a delicate process:
The tissues inserted in each one had a tendency to blow away and werc
difficult to handle. A proper wrap required picking up the tissue, laying
it on the foil, placing the Kiss on top and twisting the wholc package
together. But this process took too much time. Some workers were
known to pick up a Kiss, lick the bottom, dab it on the pile of tissucs,
then deposit that on the foil and twist.® Not exactly sanitary, but fast.

Wrapping candy bars was a bit more automated. Two women were
required to run each specially designed wrapping machine—one feeder
and one packer. The feeder loaded the bars one by onc onto the lugs of

WORKING ON THE KISS WRAPPING LINE WAS MUCI LIKE THE FAMOLIS SCENE FROM
TLoVE Lilcy. THE CONVEYORS SPILLED A TORRENT OF KISSES, AND THE FASTER

YOU WRAPPED, THE MORE YOU WERL PAID.




A CANDY BAR FACTORY CAN ONLY WORK AS FAST AS ITS
WRAPPING MACHINES. HERSHEY'S FIRST WRAPPING OPERATION
WAS “THE MOST MODERN IN AMERICA, THOUGI! IT WAS STILL
ONLY SEMIAUTOMATED.

the wrapper, while the packer removed the wrapped bars and placed
them in boxes for shipment.

Some women stayed in wrapping their cntirc carcers, working thirty
years or more with one machine. Over time, a relationship of sorts
would develop.

“These women would come in carly and they’d oil their machines
and wipe them down and check the parts,” remembered Ranerio.
“Nobody else could touch their equipment; it was like their very own
child.”

All of the women worc crisp, starched white uniforms; in their silk
stockings, white shocs, cotton linen hats and white dresses, they could
have easily been mistaken for nurses.

“Everybody was neat and clean-looking—and those white unitorms
against the brown chocolate—that was really quite a sight. It just made
the chocolate stand out,” recalled Ranerio.

In the 1970s, much to Ranerio’s dismay, workers traded their whites
for blue-green turquoise, and in the 1980s, they changed again to
brown uniforms “that just don’t have the same effect,” she lamented.
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Up until 1919, workers in the wrapping room were paid in the form
of tokens, and output was measured at “the booth,” a collection station
in the middle of the floor. On payday, workers redeemed their tokens for
cash. Depending on your speed, vou could earn as much as $12 a week.”

The only woman who didn’t collect tokens was Milton Hershey’s
mother, who never forgot her son’s early failures and insisted on helping
with the business. Mother Hershey, as everyone called her, lived across
the street from the factory in the second-largest house in town. Every
day, a girl from the wrapping room would deliver her a box of freshly
made Kisscs, along with tissues and squares of foil, and she would wrap
them by hand in her kitchen. When she was done, she would sit on her
front porch, her eye trained on the factory, drinking in her son’s accom-
plishments—it was a satisfaction that Milton’s father never had.

Unlike Fanny, Henry Hershey did not live to see his son’s dream
come to fruition. He passed away on February 20, 1904, one ycar beforce
the opening of the new factory. When he fell ill, Milton happened to be
traveling with Kitty in Florida, leaving only Henry’s estranged wife at his
bedside.

Although Fanny had joined Henry at the homestead when Milton
moved his operations to Hershey, they had never reconciled their mar-
riage. 'They barely spoke to each other and kept separate bedrooms on
opposite sides of the farmhouse. The day Henry died, Fanny had her
final revenge against the man she reviled: She took the hundreds of
books in his library out to the field and burned them. The bonfire was
visible for miles.
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KISSES WERF INTRODUCED IN
1907; THEIR TRADEMARK PLUMES
WERE ADDED IN 1921 AS A MEANS
OF DISTINGUISHING GENUINE KISSES
FROM COPYCATS.

/]

4 §£LTHOUGH THE CHOCOLATE factory was at the
center of his growing empire, Milton Hershey still did not involve
himself in the plant’s day-to-day operations. In fact, he often told his
staff, “You do much better when I'm not around.”! His focus was
much broader than nickel candy bars; he was busy experimenting with
new products, cxpanding the town and orphanage and traveling with
Kitty. Like his father, Milton Hershey turned out to be a drcamer, but
he had the capital and vision to make his dreams a success.

The town of Hershey was the best advertising money could buy.
Millions of people visited the park and factory each year, attracted by
the big bands, the amusements and the chocolate. And every one of
them became a lifelong Hershey customer. Although not intended
as such, the town became a far more cffective marketing tool than



billboards or printed promotions, which Hershey eventually stopped
altogethcer. As word of his industrial utopia spread, so, too, did word of
his chocolate bars. By 1915, Milton Hershey had established himself as
America’s candy man—a bencevolent, soft-spoken, gentle uncle who
made treats for children and gave orphans a home.

Having made his fortune many times over, he was content to see his
moncy invested in others. His primary indulgence was Corona-Corona
cigars, the best Cuban cigars he could buy, and he always had one in his
mouth. As for clothes, his tastes remained modest. He was no sophisti-
cate. His greatest thrill was being “first” in things—the first to own an
clectric car, the first to provide sewage to a town Hershey’s size, the first
to offer clectricity to rural farm folk. But he shied away from publicity
and was embarrassed casily when honored in public. He avoided self-
promotion, and promotcd his townspcople instcad. He spent cvery
Sunday when he was home with his orphan boys, and, next to Kitty, they
received most of his attention.

Hershey told collcagues he wanted the boys to have everything he
lacked in his own childhood—a sense of security, stability and an educa-
tion. He believed strongly that environment, not heredity, determined
the bent of a man’s character, and he invested his fortune to ensure his
orphans were given every opportunity.

The boys at the Hershey Industrial School lived on farms Hershey
built in the surrounding countryside, with “house parents” to look after
them. They worked on the farms as if they owned them, milking the
cows, planting the fields and hauling in the grain. Hershey believed the
experience would teach them responsibility and instill a proper work
cthic, and he was strict when it came to how the farms were run. Who-
cver was in charge of the farmhouse had to have it in A-1 condition to
avoid Hershey’s ire.

“It didn’t matter what time of day, before breakfast or after supper,
you didn’t know when Mr. Hershey was going to drop by unan-
nounced,” remembers housc parent Henry Keener. “And he was the
most meticulous fellow with himself. With his clothing, his mannerisms,
everything. I ncver saw him in anything but a full-dress business suit,
usually a dark suit. Never seen him in light clothing. [ He always wore | a
white stiff collar, and his tie was always in perfect place. He walked with
a very spritely step. Nothing slouchy. Straight, upright, crcct.”

Hershey’s exactitude was balanced by his warm generosity. The boys
had spending money and clothes; they took vacations and spent Sundays
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ReSIDENTS OF HERSIICY AND SUR-
ROUNDING TOWNS WOULD GAIHER IN
HERsSHEY PARK 10 ENJOY THE LIVE —
MUSIC AND RECREATION, MUCH OF

WHICH WAS FREE.

in the park; they went to school, and when they graduated, they received
$100, a new wardrobe and help in finding a job. Those who preferred to
go on to college reccived full scholarships.

The initial enrollment of four boys quickly grew to over onc hun-
drcd. Hershey turned the family homestead into the school’s adminis-
trative office, and he built new cducational facilities on the outskirts of
town, including a large gymnasium, an auditorium and a library. When
lic was in town, he would always make time to visit the boys in their
homes, and once a year he invited them all to High Point for a special
breakfast of hot cocoa and toast. Out of respect, they called him Mr.
Hershey, but they treated him like a parent. Ar times, their heartfelt
adoration moved him to tears, although he would never openly admit
the depth of his feelings.

Perhaps the only person who understood how important the school
was to him was Kitty—the only one with whom he truly shared his
thoughts. She encouraged his increasing philanthropy and supported
him as he made each vision a reality. But she was no longer able to dote
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on Milton the way she used to; chronic illnesses had sapped her strength,
leaving her crippled and short of breath.

Kitty’s affliction upset Milton terribly. He sent for the country’s best
doctors to examine her and make a diagnosis. When they informed him
in 1910 that her deteriorating condition was due to an incurable ner-
vous disorder, he refused to accept their findings. He took Kitty to spas
and clinics around the world, searching for a different answer. They trav-
eled together to Florida, Arizona and Mexico, hoping she might
respond to the warmth, but nothing helped. At a time when Milton
should have been basking in his successes, he found himsclf wrought
with grief and desperate to make his wife well again. He made her tonics
and tecas full of herbs he hoped would return her strength. He had the
orphan boys plant gardens for her and sing for her—anything he could
do to amuse her and lessen her pain.

In 1915, Kitty was on her way back from one of her long sojourns in
Atlantic City when she took ill with pneumonia. Milton was summoned
immediately. When he arrived at her bedside, he said she looked cheer-
ful and radiant. He asked her what she would like, and she replied softly,
“A plass of champagne.”

Milton went out to get it, but when he returned the nurse said Kitty
had changed her appcarance. “I think she is gone.”

On Saturday, March 27, 1915, a small funeral was held in Philadel-
phia and Kitty’s body was interred there until a cemetery could be com-
pleted in Hershey. Twice a wecek for the rest of his life, Milton sent fresh
flowers to her grave. '

Although he had had many years to prepare for her death, Milton
never came to terms with it. He told Murrie that Kitty had been stolen
from him—an act of God he could never forgive. The two had been
married just sixteen years, and she was only forty-two years old when she
died. In her memory, he said he wanted to do something cxtraordinary.
His thoughts naturally turned to the school.

The original idca for the orphanage had come from Kitty, and when
it was founded, the Hersheys had endowed it gencrously. They set aside
by deed 485 acres of farmland, which included the homestead, together
with all the livestock, buildings and other personal property. With this
original gift, the orphanage was able to establish itself as a model insti-
tution, providing food, shelter, education and cncouragement to dozens
of boys. But this was just the beginning.

After Kitty’s death, in November 1918, Hershey donated his entire
estate to the Hershey Trust for the benefit of the school, including thou-
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sands more acres of land and all of his stock in the Hershey company,
which was valued at more than $60 million.

He madc no public announcement about the gift. There were no
press rcleascs lauding his generosity. In fact, it was five years before the
press got wind of the donation. On November 9, 1923, The New York
Times ran a front-page story detailing Hershey’s philanthropy, creating a
sensation throughout the business community. Many industrial giants
had set up foundations for charity, but most had willed their fortuncs
away upon their deaths. At sixty-one, Milton Hershey was still very
much alive, and yet he had given away virtually cverything he owned.

Hershey told Murrie he had no need for the money and saw no
reason to wait to give it to others.

“He was a philanthropist in the true sense of the word,” said Richard
Murrie. “He got far more satisfaction out of [giving his money to the
school] than out of spending it himself.”

Today, Hershey’s remarkable gift is worth morc than $5 billion,
making the school one of the richest private cducational institutions in
America. It is home to more than 1,000 students—girls as well as boys,
of all races and religions. Most are not orphans, but instcad come from
broken homes in poor inner-city neighborhoods. Once in Hershey, they
are treated to a lifestyle they have never known.

With an endowment that provides for $35,000 per child per year,
the school is able to offer its students unheard of luxuries, like braces,
brand-name clothing and college scholarships. The student-teacher ratio
is about 9 to 1, and its educational programs and facilities rival those
of elite preparatory schools like Choate and Exeter. The campus covers
3,200 acres of pristine, rolling countryside, and includes two state-of-
the-art gymnasiums, an ice rink for skating and hockey and a $3-million
showplace auditorium known as Founders Hall.

In the center of Founders Hall, inside a breathtaking marble rotunda
that is the second largest in the world, is a bronze statue of Milton Her-
shey with his arm around a little boy. The inscription reads: “His deeds
are his monument. His life is our inspiration.”

Hershey’s philosophices live on in the school’s regimented programs.
Students from Harlem, Fast Baltimore and South Central Los Angcles
are boarded on e¢ighty-nine farms that dot the countryside surround-
ing the town. And while they no longer milk the cows twice a day (the
practice was stopped in 1989 because it interfered too much with extra-
curricular activities), they continue to be responsible for chores that
help keep the farms running. Discipline is based on a strict system of
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demerits, which are enforced by fellow students, and there is an unbend-
ing daily routine, from reveille at 7 A.M. to lights-out at 9:30 p.M.

More than 80 percent of the school’s graduates go on to college, and
nearly all wind up law-abiding, successful American citizens.

The story of Kelly Corvese, a 1983 graduate, is typical: “My mother
committed suicide when I was cight months old. My father was a gam-
bler and never had enough money to fced my two older brothers and
myself. If it wasn’t for Milton Hershey, I’m sure I’d be on the streets, in
jail or dead.”?

Instead, Corvese is an cditor for Marvel Comics. He says the ten
years of house chores, schooling and barn work turned his life around.

Few outsiders are aware of this part of Hershey’s legacy. The com-
pany doesn’t advertise it, and the Milton Hershey School itself—because
it has no need for fund-raiscrs or publicity—has remained out of the
limelight. But the relationship between the two entities has a deep influ-
ence on the management of the business.

Becausc the Trust that runs the school is the company’s largest share-
holder and has voting control of the corporation, Hershey at times
scems more like a private firm than a public one. It has no nced to fear a
takcover since it is highly unlikely that the school’s trustees would sell
their stakc. On the other hand, this certainty of ownership keeps specu-
lation in the company’s stock to a minimum, leaving Hershey shares
greatly undervalued.

“It is a strange relationship,” admits former CEO Zimmerman.
“We’re public, and yet we’re not like most public firms. How many busi-
nesses do you know that have an orphanage as the largest shareholder?”

Zimmerman stresses that the Hershey Trust controls the stock, “but
they don’t control the company.”

“The school never tells us what to do,” he said. “We run this business
the way we think it ought to be run, and the Trust has no say in that.”

On paper, at least, there are clear demarcations between the two.
While several executives of the Hershey company serve as school
trustees, the school typically has no other representatives on the Hershey
board, and business decisions are generally not subject to control by the
Trust. But it is impossible for the company not to be affected by the
needs of the school.

“I think there are times when the ownership structure has influenced
management decisions,” said Jack Dowd, a former marketing executive.
“Hershey has been slow to change, very cautious. And I think that’s
because they’re afraid to do anything that might hurt the school.”?
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The fact that Hershey is majority-owned by the school “has an cffect
on the undertones of this place,” acknowledged Kenncth Wolfe, the
company’s current chairman and CEQ. “It gives you a warm fecling. I
don’t think of it in terms of sheer economic power, I think of it as sort
of nice.”*

Hershey Foods prefers not to hire the school’s graduates: That, it rea-
sons, would give students the impression that life is too easy. But a few
graduates of the Milton Hershey School have made it big at Hershey.
William Dearden, who served as CEQ and chairman in the 1970s, was
raised in the orphanage, as was Arthur Whitman, who served for thirty
years as president of the Hershey Bank. And the current CEO of Her-
shey Entertainment and Resorts, J. Bruce McKinncy, graduated from
the school in 1955.

While he was alive, Milton Hershey served as chairman of the choco-
late company, the Hershey Trust and the Hershey Estates, which ran the
town and other noncandy enterprises. But he never actually managed
any of thesc concerns; he left that to Murrie. And after Kitty’s death, he
seemed to distance himself even morc, sceking new horizons far from
Kitty’s memory.

He spent most of his time in Cuba, drawn there by the sunny climate
and the country’s plantations, which provided Hershey with the bulk of
the sugar nceded to make chocolate. Demand for Hershey’s products
was reaching new highs—nearly 400 carloads full lcft the factory cach
week, bringing in sales of more than $10 million annually. At the same
time, with World War I raging in Europe, it was beccoming more and
more difficult to obtain cnough sugar to keep the factory running
smoothly.

Hershey feared rationing might stop production entirely, so in 1916
he sct out to secure his own sugar supply. In characteristic fashion, his
solution took on grand proportions. Hershey purchased more than
65,000 acres of sugarcane fields between Havana and the port of Matan-
zas on the northern coast of the island. With permission from the Cuban
government, he built a railroad connecting the two cities—a distance of
more than fifty miles. At the midway point, he founded and built the
town of Central Hershey, an exact replica of Hershey, Pennsylvania.

The houses included running water and electricity—luxuries previ-
ously unknown to all but the wealthiest Cubans. Hershey brought in
doctors, dentists and teachers, and he built a baseball diamond, a nine-
hole golf course, a racetrack and a country club to entertain his workers.

In 1923, a tragic train wreck on the Hershey Cuban Railroad killed
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thirty people and left several children orphaned, leading Hershey to
repeat his experiment with the industrial school. In February 1925, the
Hershey Agricultural School opened in Cuba, taking as its first students
the boys whose parents had been killed in the accident. They followed
the same daily regimen that Hershey had instituted in Amecrica, with
classes to attend and ficlds to cultivate.

To finance this investment—which ultimately exceeded $40 mil-
lion—Hershey sold securitics in a newly organized company known then
as the Hershey Corp., which owned all of the Cuban assets. At its height,
it employed nearly 4,000 people in ¢ight sugar mills, producing 31 mil-
lion pounds of sugar annually. Until 1944, when he liquidated his
Cuban holdings, Hershey owned the largest refinery on the island. He
became one of the largest suppliers of sugar to the Coca-Cola Co. of
Atlanta, Georgia, as well as supplying the Hershey Chocolate Corp.

His contributions to the Cuban economy carned him the highest
award the Cuban government could bestow upon a foreigner. In 1933,
at the Presidential Palace in Havana, Hershey was ordained with the
Grand Cross of the National Order. In decorating Hershey, President
Machado praised Hershey’s efforts for the country, calling him “a mag-
nificent ambassador.”

‘T'hroughout the 1920s and 1930s, Hershey spent most of his time in
the Caribbean, staying in an clegant hacienda in the old-world town of
Rosario, just outside Central Hershey. His private room was open on
three sides, with swecping views of the ocean, the sugarcane fields and
the refinery. Mother Hershey accompanied him on these trips until she
died in the spring of 1920. After her death, Hershey spent most of his
time alone.

Murrie ran Hershey, Pennsylvania, in Milton’s absence, growing the
business until sales reached more than $41 million in 1929.5 World War
I and the prosperity that followed had done much 1o popularize Her-
shey’s products, which now included Hershey’s chocolate syrup and the
Mr. Goodbar. As the fall of 1929 approached, the factory was receiving
60,000 gallons of fresh milk daily from 8,000 acres of Hershey farms.
The plant had not only continued to grow, but every department had
been updated, making production far more mechanized and efficient.

For Hershey, and the rest of American industry, it seemed the good
fortunc would last forever. But the nation’s exuberance quickly turned
to despair after the stock market crash of October 1929 sent the ccon-
omy into a tailspin.
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THERT WAS NO SIGN OF THE
GREAT DEPRESSION ALONG
CHOCOLATE AVENUE IN 1933.

The years of the Great Depression took their toll on Hershey; rev-
enue plummered to a low of $21 million in 19336—half what it was in
1929. But even with this precipitous drop in sales, both the town and
the company weathered the Depression well. The company’s fortunes
were buffered by an cven steeper drop in sugar and cocoa prices, which
left the bottom line relatively unatfected. And protected from the ruin
that faced so many other businesspcople, Milton made certain his
townspcople did not sufter.

He maintained his rigid production schedule, cutting no wages and
discharging no employecs. Instead, he fought the Depression with his
own building campaign, spending more than $10 million between 1930
and 1936 to add attractions to the town and expand the factory. The
Hotel Hershey, the Hershey Sports Arena and Museum, the lavish Com-
munity Building and the Hershey Stadium were all products of this pri-
vate “public works” program, as was a new office building of modern
design—without windows and completely air-conditioned.

Those who lived in Hershey at the time say they have no memory of
bread lines or unemployment. ’
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“I remember hobos coming to our door begging for food,” said
Stover. “But we always had plenty ourselves. My parents kept their jobs.
We kept our house, and we had warm clothes. No one in Hershey went
hungry; the town was an oasis.”

But as the decade wore on, feelings in Hershey began to change. ‘The
Great Depression fueled the labor movement, and around the country
workers were becoming increasingly radicalized. Unions were bearing
down hard on industries like steel and shipping, and rallying cries of
“Let’s organize!” could be heard everywhere. In Hershey, some workers
chated at Milton’s patcrnalism, and he became the target of much criti-
cism. Somc complained that Hershey’s sixty-hour workweek was too
demanding, and they pointed to the rest of industry, where forty-hour
workwecks werc becoming common. Others charged that wages had
failed to keep pace with the local economy.

Capitalizing on this unrest, “The Communist Party of Hershcy, Pa.”
surreptitiously circulated a leaflet through the factory, accusing the com-
pany of starvation wages and ripping “the big bosses”—Murric and Her-
shey—for their “high salaries and slave-driving methods.” Members of
the CIO held a secret mecting in nearby Palmyra to help workers orga-
nizc, and in January 1937, workers demanded a 10 percent incrcase in
pay. Murrie, acting in Hershey’s stead, authorized only 5 percent, and
frustrated workers began to rally behind the idea of a union shop.

Milton Hershey was baffled. He couldn’t fathom the need for outside

‘representation. His long trips to Cuba and absentee-management style
had left him increasingly isolated from the workers on the production
line, and he had remained completely unaware of the burgeoning discon-
tent. Since the company’s very creation, he had been viewed—and had
always viewed himselt—as a progressive businessman, offering good
wages and steady employment to the workers in his idyllic company town.
Hershey believed he treated his employees fairly and pointed to fringe
benefits like free education and pensions as proof of his beneficence. That
workers could sce him differently was beyond his comprehension, but by
the 1930s, the image of the industrial leader as benevolent parent was
clearly unconvincing to many of Hershey’s workers.

At midnight on April 2, 1937, approximatcly 600 workers seized the
factory building, throwing out anyonc who did not support the CIO.
They put up barricades and chained the front doors; outside, picketers
began to protest, chanting—to the tunc of “The Old Gray Mare”—
“1d Bill Murric ain’t what he used to be, ain’t what he used to be, ain’t
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LOYALIST WORKERS AND FARMERS
MARCHED IN SUPPORT OF THE COM-
PANY DURING THE 1937 STRIKE,

what he used to be.” And though these workers represented only one-
fifth of I1ershey’s workforce, they were now sctting the agenda.
Caught off guard by the sudden turn of cvents, Hershey ordered his
lawyers to negotiate with the strikers, but he himself did not get in-
volved. He told a crowd of loyal workers, “My hands are tied,” referring
to his attorneys, who had warned him not to express any opinions.”
When live days passed without progress, Derry Township began to
grow restive. Farmers [rom all around congregated in Hershey to cx-
press their anger at the strikers; every day, they were losing 800,000
pounds of milk—enough to supply a city of a million inhabitants. Army
veterans, too, became incensed when the strikers lowered the national
flag and ran up the CIO flag above it. 'To show their support for Her-
shey, the farmers and other loyalist workers staged a parade through the
downtown. More than 8,000 people marched past High Point, the
mansion Hershey had donated to the town as a public country club.
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On Wednesday morning, April 7, the farmers and frustrated workers
sent an ultimatum to the strikers: Evacuate by twelve noon or suffer the
consequences.

When 1:00 .M. came and there was still no response, the protesters
turncd violent. Hundreds of farmers stormed the factory gates armed
with ax handles, ice picks, bascball bats, hammers and lead pipe. The
strikers, stunned by the fcrocity of the attack, fled to the locker rooms.
The farmers in pursuit tore down fire hoses from the walls and charged
in behind a barrage of water. The strikers broke and tried to cscape.
Some jumped through windows and were seized by the angry crowd
below. Others tried to hide in the machinery. Eventually, the leaders
werc hauled out and beaten until they lay unconscious and bleeding.

No lives were lost, but many were wounded. The chief casualty was
eighty-year-old Milton Hershey, who watched in shock from his suite of
rooms in High Point.

“The strike changed him,” said Richard Murrie. “He was deeply hurt
and felt all he had done for the town had been forgotten. He cried bit-
terly after that.”®

Eventually, the Hershey Chocolate Corp. signed an agreement with
the Amcrican Fedcration of Labor, giving workers represcntation
through the Bakery and Confectionery Workers International Union.
Provisions were made for a forty-hour workweck and for wage increases,
and the union was given authority to arbitrate future disputes.

Hershey signed the agreement without protest—although the sting
of the strike never left him.

In the ycars that followed, he seemcd to distance himself even more
from the daily workings of the company and town. Although he shared
an officc with Murrie at the plant, he preferred his two-room suite in
High Point, overlooking the ninth hole of the Hershey Country Club.
There, he shuttered himself in for days on end, holding meetings at his
bedside and entertaining only the closest of friends in the sparse adjacent
sitting room. He rarcly walked the halls of the factory anymore; a
marked departure from the days when employees would signal his arrival
by sccret code—one hand above the head meant “the boss is coming,”
rcferring to Murrie, but both hands spread the alarm that “M.S.” him-
sclf was on the way. And where once he could be found sifting through
the garbage at the Cocoa Inn, making certain nothing was being wasted,
he no longer roamed the strects of the town looking after its inhabitants.

Instcad, he spent his waning years dabbling in experiments of all
kinds. He was intcrested in irrigation, water and soil conservation and in
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selective breeding among the Hershey herds. He searched for syncrgies
between his factory and his farms, trying to make candy from corn and
other grains, using cocoa bean shells as fertilizer and chocolate as cattle
feed. When he traveled—which was less and less—hc examined unfamil-
iar crops and often tried to introduce them to the Pennsylvania climate.

Never satisfied with the conventional ways of doing things, he also
continued his chocolate experiments, outlining procedures for adding
orangces and bananas. He tried the same with cclery, parsley and turnips.

“I can’t tell you why he did things,” said Lewis Maurer, who oversaw
many of these experiments. “He just had an idea and wanted it done.”

Hershey ordered Coca-Cola syrup added to skim milk; he wanted to
sce how it would taste. And in the early 1940s, he delved into the vita-
min craze in his usual manner—purchasing a half dozen Zippy Juicers
because he decided it was “much easier to drink raw vegetables than to
cat raw vegetables.” To make the drinks more palatable, he ordercd
Maurer to try using the juices in sherbet. No one had ever heard of
onion sherbet before, but Hershey ordered it tried, along with beet,
carrot, celery and others. Hershey thought the beet sherbet was so
good, he added it to the menu at the Hotel Hershey, but somehow it
wasn’t too popular with the public and was quickly removed.

Those who were trying out these ideas ultimately decided that Her-
shey must have lost his sense of taste without realizing it. “After smok-
ing six, eight, ten cigars a day, Mr. Hershey had absolutcly burned out
his taste buds,” said former CEQ Samuel Hinkle. “He couldn’t tastc or
smell a thing.”

Some experiments became quite elaborate, and colleagucs admon-
ished him for lavish spending on what scemed frivolous propositions.
But he continued to pursue what intrigued him or mattered most to him.

During World War II, Hershey became concerned that rationing
would prevent his boys from enjoying ice cream, and he ordered cxten-
sive cxperiments to develop a nondairy product that might substitute.

Two Hershey employees were assigned to the experiments full-time.
Every morning, Charlie Miller met with Hershey at his bedside to discuss
the previous day’s work and make plans for the next. Hershey ordercd
him to experiment with ice cream made from oatmeal, mashed potatoes,
swect potatocs and crcam of wheat—anything he could think of.

“He would dream about this and plan it,” said Maurer. “He would
cat oatmeal for breakfast and cream of wheat and he would imagine:
Now, if that had sugar in it and was flavored and frozen, that might be
pretty good ice cream.”
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The final formula included rice flour, dehydrogenated peanut oil,
sugar, a little bit of salt and a little bit of secaweed (a standard stabilizer in
food products). T'he company manufactured it in chocolate, vanilla and
raspberry, and they sold the Victory Whip—as Hershey dubbed it—for
six months, until Pennsylvania’s state government began making some
noise. The state’s secretary of agriculture, it seemed, was not pleased to
hear that Hershey had perfceted an ice cream without milk, considering
there were 10,000 dairy farms in Pennsylvania.

Maurer was sent to meet with the state’s chemists to show them how
Victory Whip was manufactured. Legend has it the agriculturc secretary
was so impressed, he took home threc gallons and served them at a
party, where no one guessed that it was fake icc cream.

Maurer said the product cost half as much as regular ice crcam, and
Hershey could have easily made money on it, but “he didn’t want to
upset the dairy industry.

“We kept that formula on the shelf, but we never did use it.”

The experiment that most captivated Hershey involved the manufac-
ture of cocoa butter soap, a folly that became legendary for the extraor-
dinary size of Hershey’s investment. At various times in the company’s
history—when demand for cocoa was high and demand for chocolate
low Hershey found himself saddled with an abundant supply of cocoa
butter, sometimes as much as several million pounds. He became
obsessed with finding an outlet for it, spending much of his time in his
later years dreaming up uses for the white, creamy fat. When he settled
on the idea of soap, Murric and others tried to convince him otherwise.
The soap industry was well entrenched in America. Horning in on giants
like Procter & Gamble seemed an impossible proposition. But Hershey
refused to listen.

He gave the project to John Hosler, who managed the Hershey De-
partment Storc. “I told him that I knew nothing about soap manufac-
ture,” recalled Hosler, “but he insisted that as I was the man who sold the
soap I would know how to make it; and, if I didn’t know, I could learn.”

No one said no to M. §. Hershey, even if his judgment was increas-
ingly questionable. So Hosler purchased $30,000 worth of equipment
and set up a small soap-making plant behind the Cocoa Inn. He hired a
local chemist, Gus Speicer, but he couldn’t get the soap to congeal
because of the richness of the cocoa butter. Hosler brought in an cxpert
from DuPont, who took the ingredients back to DuPont’s laboratories
in Wilmington, Delaware. In two weceks, the young man returned with
three small cakes scented with lavender ro kill the chocolate odor. Within
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three months, the plant was manufacturing two different varictics at the
rate of 120 cakes a minute.

“After we had run a million boxes of cocoa butter soap and filled our
warchouse, Mr. Hershey came to me and said, ‘Now that you have the
soap, it’s up to you to sell it.””

Hosler convinced Hershey he was not the man for the job, and he
hired three salesmen to go on the road with the product. But there were
problems from the start. Initially, the soap was of very poor quality. It
turned out traditional methods of manufacture were not adequate to get
the lye to penctrate the cocoa butter. The result: Most of the cake was
still free cocoa butter, not really converted into soap at all. Hershey hired
more chemists and bought new machinery, and a new, more compli-
cated manufacturing process was developed.

Hershey conferred with the soap makers at least four times a week,
and while he understood none of the problems they were confronting,
he kept on top of them, ordering them to try this or that and testing
cvery batch on his own hands.

In his old age, he had developed the unsightly habit of picking at his
hands with a penknife to remove the liver spots. He would work at them
until they were raw, and then he would lather up the soap and rub it on
his wounds, convinced it would heal them. He repeated this process over
and over until, it is said, the liver spots were gone and his hands looked
young again.

Certain of the curative properties in his soap, he tried to sell it to hos-
pitals and beauty parlors. He talked the manager of the Waldorf-Astoria
in New York into providing the soap to guests. But they were turned off
by the strong chocolate odor that permeated each bar, and one even
tried to bite the soap, thinking it was a new Hershey candy.

Sales were very slow, bur Hershey kept the plant operating at full
speed. Eventually, there was so much inventory it had to be stored
beneath the auditorium in the Sports Arcna. When the plant operators
spoke up, complaining of all the money ticd up in inventory, Hershey
told them: “Don’t worry about my money. You just scll all you can.”

Hershcy eventually persuaded Murrie to rent a store for him near the
Ambassador Hotel in Atlantic City, and later on the boardwalk near the
Steel Pier. Hershey spent much of his time there, selling the soap himsclf
and enjoying the sca air. He liked the anonymity that Atlantic City
offered him. He would often tell the customers as he was wrapping up a
sale: “Mr. Hershey will be pleased, very much pleased, when he learns of
your purchasc.”
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The soap venture lost millions between 1936 and 1943, when Her-
shey finally withdrew his fifteen regional salesmen and called in all the
soap trucks. But it never mattered to him. Financial success had not been
his goal since the early days selling caramcls in Lancaster, and even then,
all he had really wanted was happiness. Except for the precious years he
spent with Kitty, he never found it.
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M AND M

THE TUBES TIHAT WERE ORIGI-
NALLY USED TO PACKAGE MARS'S
M&MM'S WERE MADE WITH
MACHINERY SUPPLIED BY HERSHEY,

ORREST MARS, SR., always arrived at the M&M factory
in Newark, New Jersey, just as the last wisps of night sky melted into
the dawn. He loved this time of the morning, when the air was clear
and his mind was free to wander. His best idcas werc born just before
sunrise: the pet food business, the Mars bar, and now, in 1940, his
M&M’s.

As he drove behind the low, narrow building that scrved as the
headquarters for this latest business venture, he took note, as was his
habit, of the cars that had arrived before his. Although no one was
rcquired to punch in before 7 A.M., including him, it had become
customary for most workers at the plant to arrive well before dawn;
that way, they werc less likely to become targets for one of Forrest’s
morning tirades.

These explosive fits of scrcaming and cursing picrced the order of
the factory floor several times a day. But the morning “flares,” as the



workers referred to them, were always the worst. It secmed anything
could set him off when he arrived at the factory. An employece who
forgot to wash his hands, a messy pile of papers on a salesman’s desk or
a speck of chocolate on a uniform could send him reeling into an abu-
sive rage. Most workers eventually learned to shrug off thesc episodcs,
waiting patiently with heads bowed until the blood rushed out of For-
rest’s face and the taunts and name-calling ceased, almost as abruptly as
they had begun.

But some days—when he called an associate an ass, or laughed mock-
ingly at the results of the day’s production, or hurled improperly
wrapped packets of M&M?’s across the room—it was hard not to take
these affronts personally. On these days in particular, workers tried to
rcassurc one another—a pat on the back, a wink of an eyc—that Forrest
didn’t mean to be cruel. He simply had very high standards, they would
tell themselves. And, to be fair, he demanded as much from himself as he
did from his employces, whom he insisted on calling “associates.”

The address was meant to imply, somehow, that they were all in this
venture together-- that Forrest’s success was their success, that his for-
tune was theirs, too. To that end, he ticd everyone’s salary, including his
own, to the performance of the business—how much candy was pro-
duced, how much was sold and how much profir M&M Ltd. registercd.
On payday, Forrest’s communal approach to business always rang true.
When sales exploded, so did an associate’s income, and when sales fell,
the paycheck shrank accordingly. But on most days at the M&M factory,
when Forrest was “flaring” and his workers stood quivering, the word
associate rang empty, like a hollow candy shell.

Forrest’s abusive attitude annoyed Bruce Murrie from the start. The
initials M&M stood for Mars and Murrie, but so far the partnership
existed in name only. Though Murrie had provided 20 percent of the
capital for the venture, he received even less respect from Forrest rhan
the workers on the production line. Forrest called him an associate, just
like everyonce else, and barked orders at him as though he were an office
boy. It never occurred to Forrest to consult Murrie on business matters,
and Forrest ignored any advice Murrie offered. With no authority and
no specific responsibilities, Murrie passed his time reading and working
through the latest New York Times crossword, generally trying to remain
invisible.

Before joining Mars, Murrie worked as an investment banker in the
Wall Strect brokerage Reynolds & Co. There, he ¢njoyed a level of def-
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erence more typical of management: a private office, his own secrctary, a
company car and a lavish expense account. At Mars, there were no such
perquisites. Forrest’s idea of a fancy lunch was a roast beet sandwich and
a pickle, which he ate standing up. He didn’t belicve in expensc accounts
or cxecutive washrooms or reserved parking.

It was not cxactly what Murrie had imagined when Forrest came to
him a year earlier and begged him to join the business. Forrest said he
would set Murric up for life, painting an enticing picture of M&M’s cer-
Lain success and how much money they both would make. Murrie had
always hoped for an opportunity like this; growing up in Hershey, as the
second-cldest son of the company’s president, he expected someday to
have a starring role in Hershey’s management, but knew he could never
be the owncr. After he graduated from the Wharton School of Business
in 1938, his father sent him to get some entry-level experience at
Reynolds & Co., a subsidiary of the metals giant that supplicd the tinfoil
wrappers for Hershey’s chocolate bars. After Reynolds, Bruce expected
to return to Hershey to help oversee the chocolate company’s invest-
ments. But then came Forrest.

The only son of Frank Mars arrived in Hershey unannounced on a
muggy August afternoon in 1939. He took the tour of the chocolate
plant, lining up with the gencral public for the one o'clock walk-
through. When it was over, he told the tour guide he wanted to sce the
president of the company. “Tell him Mars is here,” he said emphatically.
*“I'hat’s all he needs to know.”

Though he knew most of the Mars family, William Murric had never
met Forrest before. His dealings with the Chicago-based candy maker
had always centered around Forrest’s father. When Frank Mars died in
1934, Murrie attended the funeral, and he continucd to call on the com-
pany personally, dcaling directly with William Kruppenbacher, Frank’s
brother-in-law, who had taken over the business.

Murric knew Forrest had broken off from his father and had taken
Frank’s rccipes to Europe, so he was surprised to find the young man in
Hershey demanding to see him.

Hec ushered Forrest into his oak-paneled office, where the double-
sided sccretary that he shared with Milton Hershey now sat half vacant.
Murrie offercd Forrest a seat on the leather wing chair facing his half of
the desk, but Forrest declined. “I’ve been sitting on the train all the way
from New York; I’d rather stand.”

As Murrie started in with the usual pleasantries—inquiring about
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WIiLIAM [MURRIE RAN THE
HersHeY CHocolATe Co.
FOR MORE THAN FIFTY
YEARS, BUT IS CONTRIBU-
TIONS GO UNHERALDED,
FOREVER IN THE SHADOW OF
THE COMPANY'S NAMESAKE.

Forrest’s family and his trip back to the United States—Forrest paced
back and forth across the Oriental carper. Abruptly, he stopped and
turncd to Murric, interrupting him mid-sentence.

“Your son Bruce, what’s he up to these days? He out of college yet?”

The question caught Murrie off guard; clearly, Forrest had some-
thing on his mind.

“He’s in investment banking, working for Reynolds & Co.”

“That’s a wastc. He won’t learn a thing from thosc Wall Street types.
They’re nothing but flash.”

“Is that s0?” rctorted Murrie, put oft by Forrest’s bluntness. “And
just what makes you say that?”

“As my dad always said, you ain’t worth nothing unless you under-
stand product. ‘Those Wall Street boys, they don’t know a thing about
product. They’re playing a numbers game, and hell, anybody who can
add and subtract can do that.”

Murrie stared, not certain what to make of the thirty-five-ycar-old
pacing in {ront of him. “Forrest, is there something I can help you
with?” he asked, raising his cyebrows and picking up his unlit cigar. He
never smoked them, as Hershey did, just chewed them. And he popped
the Dittsburgh stogie into his mouth.
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Relieved to get down to business, Forrest pulled a handkerchicf out
of his pocket and laid it on Murrie’s desk. “Take a look.”

Murrie saw a dozen brightly colored candies—violet, orange, vellow,
red—each about the size of a fat nickel.

“They’re chocolates,” Forrest declared. “I’ve had ’em in my pocket
ever since I left New York. Try onc.”

Murrie was impressed. A Hershey bar never would have withstood
the train trip, not on a hot day like today. But Forrest’s candies didn’t
seem to be affccted by the heat. Murrie bit one open and examined the
chocolate inside the thick sugary shell. “This is brilliant,” he said, smil-
ing. “Absolutely brilliant.”

Forrest couldn’t hold back any longer; he launched into his salcs
pitch with the force of a carnival hawker, waving his arms cxcitedly as he
cxplained his plans to Murric.

“We're gonna scll ’em all over the world. They’ll be eating choco-
late in Bombay, in the south of France. Just think of it. Chocolate that
doesn’t melt. Nobody would believe it, but there it is. I’'m telling you,
Mr. Murrie, thisis a product.”

Forrest told Murrie he wanted to start manufacturing right away. He
already had a warchousc in New Jersey, and any day he was expecting a
shipment from ltaly of ten panning drums, the special machines that
candy-coated the chocolates. All he nceded now was a little more equip-
ment, the ingredients—sugar and chocolatc—and, he told Murrie, he
needed a partner.

“This is a hell of an opportunity for one of your boys. With you sup-
plying the chocolate and me supplying the product, we’re virtually guar-
anteed success.”

Forrest told Hershey’s president he would treat Bruce like family and
give him equal opportunity in the business. As far as ownership, it would
be a limited partnership; Mars would put up 80 percent of the capital
and Murrie’s son 20 percent. But Bruce would serve as Forrest’s No. 2,
with the title of exccutive vice president. Even better, his name would go
on the company and the product. “We’ll call them M&M’s, for Mars
and Murrie. What do you think about that?”

The offer was irresistible. Murrie had devoted his life to Hershey, and
he had worked hard to provide for his five children. But for all his hard
work, he had no business to pass on to them, no lasting legacy for them
to inherit. Now, Forrest was giving him the opportunity. The Murric
name would live on in the confectionery industry, and what’s more,
Hershey would have a new customer for its chocolate.
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“You’ve got yourself a deal, young man,” said Murrie, enthusiasti-
cally pumping Forrest’s hand. “You go see Bruce in New York. If he’s
interested, I’ll help you out all T can.”

In the spring of 1940, M&M Itd. opened for business. Bruce
expected to manage the company, much the way his father had managed
Hershey for the past fifty ycars. But as time wore on it became painfully
obvious that Forrest never wanted a real business partner; he just needed
Murrie’s connections.

The rest of the nation’s candy makers had had their supplies of
chocolate severely rationed because of Hershey’s wartime shortages of
sugar and cocoa. But not M&M, which received as much chocolate as
Forrest Mars ordered. Hershey engineers also helped design and install
M&M’s production equipment and continued to offer technical assis-
tance. Without this special treatment, the company would have never
gotten off the ground.

“My father made a tremendous sacrifice for M&M?s,” said Richard
Murric, Bruce’s brother. “Hershey’s resources were stretched to the
limit; everything they had was going into the army’s chocolate rations—
engineering, equipment, workers, ingredicnts. The plant was operating
around the clock—and they had special dispensation from the Labor
Department to operate like that. But even though they were pushing
hard, my dad made sure Bruce and Forrest got what they needed.”

Richard Murrie described relations between the Mars and Murrie
families in the early days as quite friendly.

“My father and Frank Mars became very close over the years. They
had a sertous business relationship—what with Hershey supplying
[Frank] Mars all his chocolate—but they also admired and liked cach
other very much. . . .

“[My father] figured my brother was in good hands with Forrest.”
But as Richard recalls the tale, the bitterness begins to show: “He didn’t
know Forrest was nothing like his father.” v

And Bruce Murric never told his father how badly he was being
treated. “I think hc was afraid of disappointing him,” said Richard
Murrie. “My dad really saw this as the opportunity of a lifetime, and
Bruce didn’t want to upset him.,”

The elder Murrie had already lived through the biggest disappoint-
ment a father could face: the death of his oldest son, Malcolm, in 1936.
Murrie had spent years grooming Malcolm to come into the Hershey
business. He got him a job at the National City Bank of New York to
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start his rise to the top of the corporate ladder. But Malcolm contracted
tuberculosis on a business trip to Brazil. The disease took his life within
a ycar. Murrie’s heartbroken wife died six months later, leaving Murrie
alonc to grieve for them both.

The loss was almost too much for Murrie to bear. He took to wear-
ing nothing but black and often slept on the sofa in his ottice, not want-
ing to facc the specters in his empty housc. From then on, all Murrie did
was work. He came into the plant every day, cven on Sundays, when
most of the town was in church. He had devoted a half century of his life
to Hershey, and now the company was all he had.

Decades carlicr, when the eighteen-year age difference between him
and Hershey seemed so much greater, he assumed he would one day
succeed Milton as chairman, taking over the company. But thosc drcams
faded as the years rolled by and Hershey failed to retire. Now, Milton
was in his late eighties and in deteriorating health; Murrie practically ran
the entirc cnterprise without him, even as he knew he would never call
the company his own.

It was Murrie who geared up Hershey for the coming war, and
Murrie who made certain the soldicrs atc only Milton Hershey’s choco-
late. When Congress threcatened to shut down the candy industry in
1942, deeming it “non-cssential” to the war effort, Murrie launched a
campaign to convince Washington otherwise. Backed by the National
Confectioners Association, Hershey successfully fought off attempts to
ration much needed supplics, like sugar, corn syrup and cocoa beans,
pitching chocolate as a vital source of nutrition for the nation’s troops.
Candy production continued uninterrupted throughout the war, with
more than 70 percent going into soldiers’ rations. The chief supplicr, of
course, was Hershey, with its Ration D, Ration K and tins of cocoa. By
war’s end, Hershey had produced more than one billion candy bars for
U.S. soldiers.

But the victory was not to be enjoyed by Milton Hershey. Through-
out 1945, he had battled old age, and on October 11, one month after
he celebrated his cighty-cighth birthday, he suffered a scvere heart
attack. After lapsing into a coma, Milton Hershey died on October 13,
1945.

His death brought the town of Hershey and its surrounding commu-
nities to a standstill. Public schools and businesses closed upon hearing
the news, and thousands of people made pilgrimage to the Hershey
Industrial School, where the body lay in state in the foyer for three days.
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So many flowers were left around the casket that they overflowed onto
the steps outside—a blanket of red roscs several feet deep. Morc than
1,600 people packed into the school’s auditorium for the funeral service,
led by ministers from all six Hershey churches.

Following the eulogy, 200 cars lined up behind the casket in a pro-
cessional that strctched for more than two miles to the Hershey Ceme-
tery, high atop a hill overlooking the town. There, Milton Hershey was
laid to rest in the family plot, beside his wife, his father and his mother.
Six students from the orphanage scrved as pallbearers, and following
behind the casket were members of the board of managers. Out in front
was Percy Staples, former head of the company’s Cuban operations, who
had recently taken the reins from Hershey. Beside him walked Arthur
Whiteman, treasurer of the Hershey Trust Co. and former student at the
Hershey School. Murric walked immediately behind Staples, flanked by
Ezra Hershey, a distant cousin of Milton’s and treasurer of the Hershey
Chocolate Co. This was the new order of Hershey management, evident
to anyone who cared to take notice.

Milton Hershey had made the painful decision about succession one
year earlier. At the same time, he signed a simple will of three directive
paragraphs. The first reiterated his gift to the Hershey Industrial School,
the second ordered all of his remaining estatc be given to the Derry
Township School District and the third named his executors. Nothing
more was needed, for Hershey had relinquished his wealth long before.

“By the time Hershey died, he was for all intents and purposes a poor
man,” said Richard Uhrich, former executive of Hershey Foods. “There
was nothing left in his own name—not his bank accounts, not High
Point, not the stock. He had the shirt on his back and the cash in his
pocket; that was about it.”

Murrie would sometimes kid Hershey about his empty balance sheet,
offering to buy him lunch at the Cocoa Inn or pick up the tab for his
latest box of cigars down at the Hershey Department Store.

“I think my credit’s still good,” Hershey would tell him. “After all, I
still have my name, and that ought to be worth something.”

The passing of Milton Hershey was hardest on Murrie, After decades
of working together, the two men had grown closer than brothers. They
shared everything, professionally and personally, especially in their later
years after each was widowed. They dined together daily whenever Her-
shey was in town, and not a week went by for morc than fifty ycars with-
out them at Icast spcaking to each other. Until the very end, Murrie was
the only one who could tell Hershey no and get away with it.
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Theirs was an idcal partnership; Hershey manufactured idcas, while
Murrie was the hardheaded businessman who made those ideas work.
They would never have succeeded without each other, and what’s more,
they understood that.

With Hershey gone, Murrie felt an overwhelming emptiness. He and
Staples didn’t get along; they were opposites in every way—background,
training, personal and managerial styles. Murrie was an extrovert, a con-
summate salesman, but he was no intellectual. He ran the company from
his gut, making decisions on the spur of the moment and rarely delegat-
ing authority. Hershey set the direction but never questioned Murrie’s
business decisions, leaving him to do his job.

Staples was a different man entirely. An MIT graduate with a degrec
in civil engineering, he had been hired by Hershey in 1921 to oversee
the Cuban enterprise. During his ycars in the Caribbean, Hershey had
grown to respect Staples’s careful planning and meticulous execution,
his relentless, almost obscssive, pursuit of cfficiency. But Staples was
largely unknown to the exccutives in Pennsylvania, and it was a shock to
all when Milton appointed him chairman of the company’s board of
directors and of the Hershey Trust Co.

Oncce in town, Staples kept to himself, a habit that only reinforced
the gap between him and his Hershey colleagucs. In his first months on
the job, he absorbed himself with developing a chain of command. He
wrote up organizational charts and detailed job descriptions and or-
dered reports and memos from every department. He went about his
work deliberately, sitting at his desk for hours studying charts and
accounting ledgers, a slide rule in one hand and a pencil in the other. He
would organize his data until the numbers inevitably dictated a decision
to him.

Upon Staples’s appointment, Murrie considered retiring immedi-
ately, but he was terrified at the thought of not working. Seventy years
old, with little else to do, he stayed on as president until his eyesight
totally failed him.

On March 24, 1947, completely without ceremony, William Franklin
Reynolds Murrie retired. Under his leadership, Milton Hershey’s com-
pany had come to dominate the candy industry in America. The year he
stepped down, the factory in the cornfields provided 90 percent of the
nation’s milk chocolate, and the company recorded sales of more than
$120 million. In the end, his accomplishments shamed all of the tall tales
he had spun in the pool halls of his youth.
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ﬁrucc Murric hadn’t slept in a week, not since Forrest Mars had
rcturncd from Houston. It was always casier when Forrest was gone; the
factory workers relaxed, Murrie could enjoy a cup of coffec or take an
hour lunch break, and they all stopped looking over their shoulders. At
times likc these, Murrie almost liked his job. After the chaos of the first
year, he had managed to stake out a small niche for himself, oversecing
M&M’s three-man sales force. He got the job initially by default; the
military was M&M’s biggest potential customer, and it was Murrie who
had connections in the Department of War, through his father. After
Murrie had closed a few deals, Forrest tacitly relinquished control over
the salcs operation.

Murrie spent most of his time on the telephone to Washington, D.C.,
lining up contracts with the quartermaster general. The air force quickly
became the company’s largest buyer, purchasing millions of M&M’s for
bomber pilots stationed in North Africa and the Pacific Theater. Not far
bchind was the army, which bought the candies for the C rations it dis-
tributed to soldicrs in the Philippines, Guam and other tropical climates.

The business was going so smoothly that Forrest began taking inter-
est in other matters, traveling across the United States looking for
potential investments. His most recent preoccupation was a tiny rice-
processing plant just south of Houston, where a new milling method
was being tested. He had read about the plant in a five-line article in one
of the patent journals he regularly perused, looking for idcas he could
adapt to his candy companies. In this way, he had borrowed production
techniques from the steel industry, the concrete industry and the phar-
maceutical business. But the rice opceration caught his eye for a different
reason. Forrest was a staunch believer in making profit by adding value.
He saw this as the underlying principle at work with candy bars, with
M&M’s and with all other great commercial successes.

“Therc’s nothing new in a Milky Way,” he would lecture his associ-
ates. “Before Mars came along, there was caramel, therc was nougat and
there was chocolate. So why does a Milky Way scll? Added value. You
take what’s out there and usc it in a new way. You add value to existing
products, and you make a profit.”!

The owner of the rice mill had done just that: He invented a new
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process for milling rice that resulted in a more nutritious grain. He called
the process parboiling, and it worked by steaming the ricc while it was
still in its hull; that way, the nutrients in the outer bran layers penctrated
the grains. Thc resulting rice was not only better for you, but it cooked
faster and camc out fluffier than traditionally milled rice.

Forrest belicved the improved rice could be branded and sold for a
premium—a radical idea for a raw commodity like rice, which had always
becn sold by grocers in bulk, without packaging or fancy labels. But For-
rest aimed to change that, and so, after buying the rice mill in 1942, he
sct out to learn everything there was to know about the rice industry.

He visited farmers in Texas, Mississippi, Alabama and Louisiana,
scarching for the perfect grain for his parboiling mcthod. It was not an
casy task; rice comes in hundreds of varieties. There is short grain, long
grain and medium grain. There is whitc rice and brown rice, basmati rice
and Indian rice. Each has a unique texture and flavor, and Forrest set out
to review them all, He finally settled on a slightly sweet long-grain vari-
ety that was being produced on a farm not far from his plant. The
farmer’s first name was Ben; hence the brand name, Uncle Ben’s rice.
The man was real, but the warm, inviting portrait of “Uncle Ben” that
Forrest used to decorate each box was fictitious, bascd instead on a
waiter in a Chicago restaurant.

Forrest met the waiter while he was having lunch with adman Leo
Burnctr to discuss the launch of Uncle Ben’s. Burnett believed in selling
products with strong yet simple imagery that spoke to people in a
friendly manner. In later years, he would go on to create such famous
advertising characters as Charlic the Tuna, Morris the Cat, Tony the
Tiger, the Pillsbury Doughboy and the Marlboro Man. But when he
met with Forrest in 1943, he was just developing his advertising philos-
ophy, which would later come to be known as the Chicago School. For-
rest told Burnett he wanted cvery home in America cooking Uncle Ben’s
Converted Brand Rice for dinner, even though rice accounted for less
than 10 percent of the nation’s starch consumption.

Burnctt considered Forrest’s ambitious goal, then pointed to the
waiter. “If you want everybody eating your rice, you better have some-
body real fricndly like him serving it,” Burnett said, half-jokingly.

Forrest took one look at the broad-grinned, slightly balding black
man who had been serving them lunch and called him to the table. He
offered him $50 to sit for a portrait, telling him only that he wanted all
rights to the picture. The waiter agreed, and in January 1944, Forrest
introduced the nation to the now familiar orange box with the picture of



“Uncle Ben.” Today, the Houston rice plant produces 200,000 tons of
rice a ycar, bringing Mars sales of more than $400 million. It has
spawned an entircly new grocery catcgory that includes such popular
me-too products as Minute Rice, manufactured today by Kraft l‘'oods,
Inc., and Rice-A-Roni, a product of Quaker Qats Co.

But when Forrest Mars started, there was no competition. And that
was just the way he liked it. Forrest knew that the best route to the top
was the onc that Milton Hershey had followed: Hershey was first to the
market, and he quickly established his brand as the standard for milk
chocolate.

“You gotta get in on the ground level,” Forrest told his longtime
accountant David Brown. “If you ain’t first, why bother.”

It was this drive to be No. 1 that he shoved down Murrie’s throat day
in and day out, especially after the cnd of the war, when military con-
tracts for M&M’s candies began to dry up.

“IIe was [rantic about improving sales,” remembered John Carmody,
who worked in the plant in those early years. “He’d be screaming ‘Get
’em out there, they ain’t worth a dime sittin’ in my factory [referring to
the candies].” And everybody would scatter and get real busy like.

“You always knew when he was mad ’causc he had these marks on his
forchead, birthmarks, 1 guess. And rhey would start pulsing and get
blood red. Then his whole body would start shaking. It was scary to
watch him when he was like that.

“Somectimes, he got so wild you could barcly understand what set
him ofT in the first place. He'd just be waving his arms and carrying on
and screaming. And you’d have to stand there and take it.”

The workers endured Forrest’s tantrums because of the enormous
salarics he paid them—two and three times what other manufacturing
firms were offering. But there was a downside. Whenever M&M failed
to meet its business targets—which was often in the years following
World War II—Forrest cut employees’ salaries proportionately.

Hc measured the cuts, and the company’s performance, using an un-
conventional and rather obscure accounting system that he had read
about in the British business book Higher Control in Management, by
I G. Rose. The system was designed for small businesses, and it aimed
to go beyond the usual benchmarks—like return on sales, earnings per
share and quarterly profit—to provide a more accurate picture of corpo-
rate performance. Forrest was so impressed with the concepts in the
book that he based his entire management structure on Rose’s principles.
These unique performance standards still guide the company today, even
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though Mars has grown into an enormous multinational corporation.

Central to this accounting system is a figure known at Mars as ROTA,
which stands for return on total assets. The assets arc the machines, the
factories and the offices—everything that Mars invests in to make the
business run. For example, suppose Mars invested $100 million to build
the M&M plant: For every $10 million of M&M profit, Mars would
report a 10 percent return on its assets.

But that’s a little mislcading. After all, the M&M plant was built in
1941, and it cost a lot less to build a factory then than it does now. Pub-
licly owned companies ignore this reality, reporting the original cost, less
depreciation, on their books. But Mars values its assets at their current
replacement cost. If Mars invested $100 million to build the M&M fac-
tory but estimates that building the plant today would cost $200 mil-
lion, then for every $10 million of M&M profit, Mars would calculate
only a 5 percent rcturn on its asscts.

By emphasizing ROTA instead of return on total sales or return on
equity—more typical mcasures—Mars forces its managers to operatc as
efficiently as possible, making sure the family gets the most out of every
investment. Each Mars division is expected to earn a pretax ROTA of at
least 18 percent—a staggering figure by most companies’ standards.

To meet the requirement, Mars spends hundreds of millions of
dollars a year on automation, new factories and new equipment. For
more than fifty years, Mars packaged its candy by hand like the rest of
the industry. Today, virtually every plant has a completely automated
packaging room, where the candy is boxed and readied for shipment,
with equipment designed, and constantly improved, by Mars’s own
engineers.

Valuing machinery at its current cost gives Mars managers a tremen-
dous inccntive to continually replace old equipment with state of the art.
The new machine is likely to increase productivity and, eventually, boost
profits and ROTA. And since associate pay is tied directly to thesc mea-
sures, everyonc is rewarded.

When it comes to sales, Mars also looks at the books a bit differently.
It focuses on gross sales volume (GSV). Stated simply, GSV is the total
sales revenue divided by the total population in each market. In Britain,
where GSV is highest, Mars calculates that people spend an average of
$40 per person per year on Mars products. Switzerland and Australia
come in next at $28 and the European countries at $23. In the United
States, citizens on average spend only $15 per person on Mars products.?

The family sces no rcason why every country in the world can’t
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eventually measure up to the Brits. To get the United States in line with
the European countries would require a sales increase equivalent to the
revenue generated by the entire M&M/Mars candies division today:
$3.2 billion.? But the Mars family is undaunted. They want Mars to
double the real size of the business (excluding inflation, that is) every
seven years.

Forrest established these unique and demanding business principles
during his years in England, and he brought them with him to the
M&M plant in New Jersey—much to the chagrin of his workers.
Although he tried to warn his hires about his strict business philoso-
phy—telling them he ran a tight ship with no room for error—few
understood what he meant until they were actually on the job.

“There were a lot of people who really respected what he was trying
to do,” said Carmody. “And he could convince you, you know. I mean,
he wasn’t just being a bastard to be a bastard; the guy had standards, and
he wanted everybody pulling their weight.”

But others couldn’t take it. “The guy was certifiable; he was crazy,”
said Max Gluckman, who quit his job on the production line at M&M
in 1954. “He trcated cverybody in the world like they were stupid—
except him.”

Murric was completely unprepared for the hard, driving way of life
that Forrest demanded. He had developed his image of management
watching his father, and believed that rewards and perquisites accompa-
nied executive status. At M&M, not only weren’t there any perks, but
there weren’t any cxecutives. Every employce was an “associate™ who
was expected to follow Forrest’s prescripts. And if you failed to stick to
the course, he came after you like a pit bull.

In the years following the war, Murric took the brunt of Forrest’s ire.
With the military contracts disappearing, M&M needed to drum up new
business and the pressure was on the sales tcam to make something
happen. Murrie was putting in sixteen-hour days, trying to open up dis-
tribution channcls and sccurc shelf space. But Forrest wasn’t satisfied.
He ordered Murrie to report to him every morning with the figurcs on
the previous day’s sales. If the numbers didn’t match his expectations, he
would humiliate Murrie by scribbling the word Faled in red ink across
his reports and posting them in the men’s bathroom.

The public floggings pushed Murric past his limit. He refused to be
trcated like a peon, and he confronted Forrest in the summer of 1949,
demanding some respect. The encounter escalated into an out-and-out
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brawl, with both men screcaming insults and accusations.

The next day, Forrest Mars ordered Murrie out of the M&M plant,
telling him that if he wanted to keep his job, he would have to go on the
road as a salesman.

Murrie resigned, effective immediarely.

Forrest eventually bought out Murrie’s minority stake for $1 million,
according to Richard Murric. Asked if the price was fair, Bruce’s brother
shrugged. “Who knows? He paid my brothcer, and my brother got out.
He just didn’t want to work for Forrest anymore. Can you blame him?”
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NOT MANY FACTORIES ARE
BEAUTIFUI. ENOUGH TO BE USED
AS A BACKDROP FOR WEDDING
PIOTOS; THE [MARS PLANT IN
CHICAGO 15 A RART. TXCLPTION.

JHAT HAD STARTED at the turn of the century as a
multitude of snug little kitchen businesses had become a booming
nationwide manufacturing industry by the end of World War II.
More than 6,000 candy firms shipped 2.8 billion pounds of confec-
tions in 1945.1 That year, per capita consumption reached an all-time
high of 20.5 pounds—a record that would remain unbroken for half
a century.?

The heart of the industry was the city of Chicago, where a remark-
able assortment of candy companies had set up shop by the 1930s,
attracted by the shipping yards, the central location and the cool,
crisp air that was so conducive to candy making. While Hershey,
Pennsylvania, provided the bulk of the nation’s milk chocolate,



Chicago, Illinois, provided everything else—from chewing gum and
cordials to candy bars and caramel corn.

Today, Chicago’s candy companies account for nearly one-third of
the country’s production. Almost a billion pounds of confections are
produced in the city each year, bringing in revenues of more than $4 bil-
lion. At its peak, the industry cmployed 25,000 Chicagoans and the
number of candy retailers and manufacturers in the city topped 300,
including three of the biggest players—Brach’s, Curtiss and Mars.?

It was here that the custom of giving candy as treats on Halloween
developed. It was here that confectioners learned to place maraschino
cherries inside chocolate cordials. And it was here that fortunes were
made by candy makers like Milton J. Holloway, maker of Milk Duds, Slo
Pokes and Black Cows; Leo Hirshfield, who invented the Tootsic Roll
and Tootsie Pops; Andy Kanelos, maker of Andes Mints and other can-
dies; and Salvatore Ferrara, whose Ferrara Pan Candy Co. makes Jaw
Breakers, Boston Baked Beans, Red Hots and Atomic Fire Balls. All
were immigrants who came to the United States with little more than a
recipe and a dream.

“No mattcr where you turn in the confectionery industry, the mark
of Chicago is there,” said Susan liffany, cxccutive editor of Candy
Industry Magasine. “The city has a unique place in the history of
sweets—it has provided us with everything from Tootsie Rolls to Mars
bars to Jelly Bellies. Chicago has been candy land’s great innovator.”

Chicago has called itsclf the Candy Capital of the World since the
turn of the century, and its residents have always eaten more candy than
other Americans. In the 1960s, when national consumption hovered at
seventeen pounds per person, Chicagoans ate more than twenty pounds
each.*

“Chicago is a sweet-toothed town,” says Ellen Gordon of Chicago-
bascd Tootsic Roll Industries. “Perhaps it’s because you can smell sweets
everywhere. It makes your mouth water.”

The city’s candy-making industry dates back to 1837, the same year
Chicago itsell was incorporated. The first candy “factory” opened on
South Water Street in the center of the young city, where John Mohr
produced dclicacies like macaroons, sugar wafers and pralines—the
carliest commercial sweets, pre-dating even penny candies. Success
breeds imitation, and within a few years two competitors had set up
shop just down the street from Mohr, in what would become the city’s
wholesale market. These carliest retailers offered both bakery goods and
confections.
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As more and morce immigrants flooded into the frontier outpost,
turning it into a bustling ccnter of commerce, they brought with them
new candy making recipes and memories of the fine candy shops they
had known in Europe. By mid-century, with the development of the
revolving steam pan and mills for powdering sugar, Chicago had become
host to dozens of confectioners churning out now-classic penny goods
like peppermints, Boston Baked Beans, rock candy and lemon drops.

In 1859, Chicago had ten brewers, ninc vinegar makers and four
pickle warehouses—but could boast forty-six diffcrent confectioners,
according to culinary historian Bruce Kraig. He notes that Chicago’s
food history is “most often associated with the meat-packing industry
and the grain industry, but the history of this town is much sweetcr than
that. . . . Confectioners helped define this city.”

Chicago was a natural locus for candy makers. As the hub through
which the Midwest’s agricultural bounty flowed, Chicago offered con-
fectioners ready access to important ingredients, like beet sugar, milk
and corn syrup. By the 1850s, one-third of the nation’s rail lines led
through Chicago, a boon to manufacturers who needed fresh ingredi-
cats on a daily basis. The long, frigid winters also helped cxtend the
manufacturing season, with confectioners producing goods from Octo-
ber through May. With all of these advantages, only much-larger New
York City came close to rivaling Chicago’s candy output.

Widely available candies in those carly days were gibralters (lemon or
peppermint hard candies), licorice ropes and pipes, chicken feed (known
today as candy corn) and candy eggs filled with fondant, marshmallow
or coconut. The origins of many of these candics are obscure, but
Chicago’s confectionery industry drew on the knowledge and skill of
many different cultures. Italian immigrants, for example, brought the
city their cxpertise in sugar coating, introducing rotating copper pan-
ning machines that could spin granules of sugar into layers of hard
candy. Using sugar, food dyes and flavorings, the pans produced jaw
breakers and fire balls. When nuts or picces of fruit were added to the
pan, the result was a candy-encrusted treat, like a Jordan Almond. Ital-
ians also brought the recipe for marzipan, a mixture of ground almonds,
cgg whites and sugar that could be molded into novelty shapes.

German settlers knew the art of spun sugar, used to create cotton
candy and delicate swirls of hard candy, often found today as decorations
on clegant desserts. They made the earliest lollipops by dipping, slate
pencils into spun sugar to create a handy confection. Greek immigrants
introduced Chicago to baklava, a sugary pastry that was a popular early
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treat. The Dutch brought sugarplums—fondant mixed with nuts or
fruits—and sugar wafers and marshpancs, an early version of the marsh-
mallow.

As the industry grew, a host of ancillary businesses developed to scrve
it. Chicago became home to refiners of canc and beet sugar; makers of
corn syrup, corn starch, fats und oils; processors of milk products, egg
products and nut meats; and manufacturers of plain chocolate and
cocoa.

In 1884, rccognizing Chicago's increasing importance as the center
of the industry, sixty-ninc of the nation’s largest candy makers met in the
city to found the National Confectioners Association.® Chief among the
concerns of these founding members was the growing problem of adul-
terated candies. Unscrupulous manufacturers would resort to any
number of devious and even dangerous practices to sell their goods.
Some, for example, varnished their candies with shellac to make them
shinicr and more attractive. Brick dust was added to some candies to
make them redder, while other candies contained lead, insect parts and
other contaminants. In 1886, the association successfully lobbied the
New York legislature to pass the first laws prohibiting the adulteration of
confectons. This legislation was adopted by five other states (but not
Illinois) and was incorporated into the nation’s pure food and drug laws
when they were finally passed by Congress a decade later.®

The city’s flourishing candy industry, however, looked nothing like it
does today. With few exceptions, candy producers betore the turn of the
century were still small operations, often with no ecmployees outside the
founder’s family. Brands did not exist: Candies were sold generically, as
horchound drops or peppermint sticks or jellies, with no indication of
who manufactured them. This began to change as purveyors developed
unique, individual offerings—often sparked by innovations in manufac-
turing techniques.

In 1885, for example, Chicago-native Charles Creator invented a
combination pcanut roaster and popcorn popper. The stcam-driven
marvel was mounted on a pushcart so the fresh-cooked snack could
be sold in the streets. The Rueckheim brothers, German immigrants
who had come to Chicago after the Great Firc, purchased one of Cre-
ator’s machines to use at their popcorn stand. In 1890, they began
experimenting with new ingredients, ultimately coating the pcanuts and
popcorn in thick, sweet molasscs. They introduced their confection
to the crowds gathered at the Columbian Exposition in Chicago in
1893—the samc showcase that introduced Milton Hershey to choco-
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Jate. But the product went without a name until 1896, when a salesman,
munching on a handful, exclaimed, “That’s a crackerjack!” The brothers
latched on to the words and began selling Cracker Jack to ballparks,
where it was immortalized in the lyrics to Jack Norworth’s 1908 song,
“Take Mc Out to the Ball Game.” But what really got Cracker Jack
selling was the “prize in every box” that the Rueckhcims introduced
in 1912.

Wrigley’s Juicy Fruit gum is another famous confection that debuted
at the 1893 Expo. Juicy Fruit was the foundation of William Wrigley Jr.’s
extraordinary success, but Wrigley’s intercst in gum arosc in a most cir-
cuitous manner. The founder of the nation’s largest chewing-gum com-
pany had come to Chicago two years carlier with just $32 in his pocket.
He was a traveling salesman, sclling soap door-to-door. To help boost
sales, he gave away a can of baking powder with every purchase. When
the customers seemed morc interested in the baking powder than the
soap, he entcred that business. When he again found he nceded an
incentive to boost sales, he started giving away chewing gum—and once
again the incentive proved more popular than the product. Wrigley was
no fool: This time, he dumped baking powder altogerher and started to
sell the gum. When the business ran into trouble, Wrigley again turned
to incentives to boost sales, offering premiums—Ilike lamps, razors and
scales—to merchants to induce them to carry his gum. With the launch
of Juicy Fruit and Wrigley’s Spearmint in 1893, the business took off
and by the turn of the century William Wrigley was one of Chicago’s
wealthiest businessmen. Wrigley was also one of the first American con-
fectioners to take his products overseas, introducing his gum to Canada
in 1910, Australia in 1915 and the United Kingdom in the 1920s.
Today, Wrigley’s gum is sold in more than one hundred countries, and
Asia is the company’s fastest-growing market. A century after its found-
ing, the $2-billion company is still controlled by the Wrigley family,
although much of its stock is now publicly held.

The carly 1900s were a time of great change for the industry, as sales
exploded and mass-production technology began to replace the tradi-
tional methods of hand-crafting candies. In 1903, the total value of
candy shipments nationwide was less than $100 million. Two decades
later rhat figure had almost tripled, boosted by World War I and the first
great wave of industrial innovation.” With the introduction of the
mogul, a fully automated machinc that made soft chewy candies like
gumdrops by the thousands, candies could be stamped out with a uni-
formity and efficiency entirely new to the business. The enrober, a
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French invention that replaced manual chocolate dipping and coating,
did for chocolate-covered candies what the mogul did for sugar candies.
Now manufacturers could coat thousands of confections by machinc in
the time that it would take workers to hand coat a dozen.

With the availability of this kind of production equipment, the eco-
nomics of the industry entercd a new phase. A unique recipe was no
longer enough to cnsure success; entreprencurs also nceded a level of
capital and technological know-how to compete cffectively. Stricter reg-
ulations on business were also making it increasingly difficult for smaller
and less sophisticated companies to survive. And kitchen enterpriscs
found themselves facing even greater pressure with the introduction of
the income tax in 1913.

“Now all the little mom-and-pop candy makers had to state their
business, keep books, register trademarks, and generally conduct them-
sclves in a businesslike manncr,” said Dick Peritz, Sr., of Fannic May
Candy Shops, one of Chicago’s first retail chains. “This shook a lot of
people out of the business.”®

Among those who successfully made the transition to this new com-
petitive atmosphere was Chicago’s E. J. Brach & Sons, which began as
the Palace of Sweets on North Avenue. Emil J. Brach founded the com-
pany, with his sons Edwin and Frank, in 1904 with a capital of $1,000.
Their candies were originally made to be sold in the store only, but they
soon found that they needed outside sales to kecp the busincss going.
Emil started selling caramels to department stores along the Loop, and
soon Brach’s had established itself as a major wholcsale supplier. But
what made Brach’s into an industry powerhousc was not a recipe or
flavor or new confection. It was the company’s advanced packaging
equipment, which could wrap individual caramels, butterscotch discs
and mints. Brach’s method for producing individually wrapped candies
eventually made it the nation’s biggest seller of bagged sweets.

Bunte Brothers, another of Chicago’s old-linc firms, made its name
with a different typc of technological innovation. In 1905, the Bunte
family originated a process for putting soft fillings inside hard candies—
a fear that was impossible with traditional panning equipment. The firm
grew to manufacture more than 500 varietics of suckers, and their wide
linc of candics is still being sold today.

In time, some of Brach’s and Bunte’s customers went into business
for themselves. Walgreens opened its own candy factory, as did Marshall
Ficld’s, which produced the first Frango Mints—a Chicago delicacy—in
its kitchen on the thirteenth floor of its flagship storc. But as candy
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making became more commercial, therc was a backlash of sorts. Chica-
goans longed for the old-fashioned swcet shops that once lined the
streets, a feeling recognized by Teller Archibald, who brought hand-
dipped sweets back into vogue.

In 1920, Archibald opened the first Fannie May store on lLaSalle
Street, advertising homemade chocolates like Pixics, Debutantes and
Turtles. He invented the grandmotherly character of Fannie May to give
the shop that old-fashioned, homey appeal, and it was an instant success.
By 1935, Fannic May’s candics were being sold in forty-seven stores
across the Midwest. The company later merged with East Coast-based
Fanny Farmer to form the largest retail candy chain in the United States.

Orher retail chains emerged from the Chicago scenc, including Mrs.
Snyder’s Candy Shops, the Mrs. Stevens chain and Andes, now known
nationwide for its line of mints. They all harkencd back to Chicago’s first
famous candy shop, opened in 1871 by John Kranz.

Kranz came to Chicago from New York just after the Great Fire and
opened the town’s first candy ¢emporium, a romantic fantasy decorated
with flowing satin and snow-white animated swans.® His shop became
renowned for its “mice,” fanciful creations of sugar and dark chocolate
in pink, brown and white, each beautifully wrapped in its own glossy
box. Kranz’s shop, which closed in 1947, set the standard for Chicago’s
candy retailers, who sold an incredible array of fine sweets, many found
nowhere clse in the nation.

‘The concentration of candy businesses in Chicago created a close but
suspicious community. Companies often used the same supplicrs and
fought over the samce customers. And given the similar nature of every-
one’s products, any competitive edge had to be milked for all it was
worth. As in Europe, spying became endemic, and companices routinely
pumped their suppliers for every detail they could learn about their com-
petitors’ operations.

“It was a highly secrctive business,” said Nello Ferrara of Chicago’s
Ferrara Pan Candy Co., founded in 1908. “With all the innovations and
all the new machinery, everybody wanted to know what everybody clse
was doing. You had to guard your secrets with your life.”

The atmospherc became even more competitive following World
War 1, which changed the nature of the candy busincss forever. To feed
the nation’s troops, the government needed cheap, high-calorie, non-
perishable foods—in other words, candy. Following Hershey’s lead, con-
fectioners began wrapping their products in individual portions that
soldiers could easily carry into battle. This practice gave rise to the
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“candy bar,” which has remained the dominant form of confection ever
since.

When the war cnded, the Golden Age of the candy bar blossomed in
Chicago, as confectioners vied to create ever more interesting, fanciful
and popular products. Many of today’s top-selling candy bars date back
to this time.

The most impressive candy bar maker, by far, was Frank Mars. His
opulent factory on the city’s west side set the industry standard. Inside,
the stained glass, finc oil paintings and Oriental carpets provided a coun-
try club atmospherc. But within the luxurious surroundings worked
1,500 employees, churning out 200 million pounds of candy bars annu-
ally, roughly half the nation’s consumption.!® And Mars was far from
Chicago’s only legendary bar maker.

Otto Schnering founded the Curtiss Candy Co. in 1916 in a back
room over a plumbing shop on North Halstead Street. He produced his
first candy bar, the Baby Ruth, in 1920. Named after President Grover
Cleveland’s daughter, it became a hit after Schnering chartered an air-
planc and dropped the bars by parachute over the city of Pittsburgh. He
expanded his drops to cities in over forty states, making Baby Ruth a top
seller by 1925. Bouyed by the bar’s success, Schnering introduced his
second candy bar in 1926, a chocolate-covered, peanut-butter-flavored
bar called Butterfinger.

Chicago candy makers also began the practice of dubbing candy bars
with outlandish and sometimes humorous names. George Williamson
was the first. His “Oh Henry!” bar came out in 1920, named after a
suitor who was pursuing one of Williamson’s salesgirls. Every time the
man came into the candy shop, the young woman would exclaim, “Oh,
Henry!” Williamson also named a bar for Alfred E. Smith, the 1928
Democratic candidate for president. After Herbert Hoover beat Smith,
sales of the Big Hearted Al candy bar rapidly declined, but the tradition
of zany names kept going. Williamson manufactured a bar called Guess
What? and onc called That’s Mine! In the 1930s, he added the Fat
Emma and Oh Mabel!

Candy makers across the nation followed his lead, picking out any
name that might appcal to customers. Smile-A-While, Snirkles, 10:30,
Chuckles, Pep Up and Chewy Louic are just a few of the candies that
appeared in the spirit of Williamson’s. Other candy makers made their
confections sound more like a meal. The Denver Sandwich, Chicken
Dinner, Graham Lunch, Chicken Bone, Big Eats and Idaho Spud all
dcebuted in the 1930s, when the Depression made a real dinner hard to
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Tht NATIONAL CONFEC-
TIONERS ASSOCIATION WAS
QUICK TO CAPITALIZE ON
CANDY'S ROLE IN WORLD
Wag Il THEY SPENT

$1 rMiLion in 1944

TO ADVERTISE CANDY AS
THE FOOD THAT GAVE T1HE
MILITARY ITS ENERGY.

afford. Then there were bars named after popular characters and
national crazes, like the Charleston Chew!, the Amos 'n’ Andy Bar and
Davy Crockett suckers.

By whatever name, candy received an unprecedented boost from
World War 11, when virtually all of the nation’s candy production went
into military rations. Among soldiers, per capita consumption reached
fifty pounds a year, three times the pre-war average,!! giving candy an
entircly new image. When the war ended, soldicrs brought their candy
habit home with them, and thc American public saw confections as the
food that energized the troops—a belief popularized by industry adver-
tiscments. Candy purchases skyrocketed.

Before the war, candy was child’s play. But after the war, men and
women bought as much candy as children, and candy eating camc out of

the closet.

Oégainst this backdrop of cxtraordinary growth, sales of Forrest
Mars’s M&M’s were disappointing. Success seemed guaranteed for
products that had a customer base and brand recognition going into the
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war, but Mars’s candies were unknown to the public, and Forrest grew
increasingly frustrated by their failure to keep up with the industry lead-
ers. Somehow, he had to create an awareness of M&M s in a marketplace
already crowded with successful and satisfying products.

He started with the standard promotions—print ads in national news-
papers and magazines, radio spots and billboards in big cities like New
York and Chicago. The advertising copy was standard, too. A picture of
a package of M&M’s, some fluff on the quality of his product and a cap-
don: “The candy that makes you smile.” Sales increased to about $3 mil
lion in 1949'2—not bad for a newcomer, but hardly in the league of the
big moneymakers like Snickers, Hershey Almond and Baby Ruth.

Forrest was puzzled by the lackluster response. He knew his unique,
multicolored candics were every bit as good as the best-scllers, but
somehow he wasn’t reaching the public. In 1950, he hired Chicago
advertising giant Ted Bates & Co. to produce a derailed study of
M&M’s sales. Forrest wanted to know who was buying his product, who
wasn’t and why. Studies like these had long been prepared by sophisti-
cated marketers like Kraft Foods and Procter & Gamble, but no one in
the candy industry had approached marketing in such a scientific
manncr, Hershey saw no need for marketing at all, and while other play-
ers were creative in their appeals to the public, nonc of them was taking
advantage of the developing techniques in market research. Most candy
companies, no matter how successful, were still family-run, “scat-of-the-
pants” opcrations. Forrest Mars believed in managing his enterprises by
clearly defined, objective criteria.

The M&M study asked simple questions of potential purchasers, like:
“Do you find this candy appetizing?” “Would you buy this candy for
yourself?” and “Would you buy it for your children?” The results
showed overwhelmingly that M&M’s festive colors and bite-sized pieces
had a spccial appeal to kids. In fact, when Bates followed up the initial
study by comparing M&M’s with other candics, children chose M&M’s
over every other chocolate candy they were offered. The problem was
that children didn’t control the family purse strings.

To solve the dilemma, Rosser Reeves, head of the ad agency, created
one of the most famous tag lines in marketing history: “Melts in your
mouth, not in your hands.” The message was aimed at parents by way of
their beloved, sticky-fingered, messy-mouthed children, and it was an
instant success. The cartoon characters, Mr. Plain and Mr. Peanut, were
added in 1954, when Forrest introduced the peanut version of his orig-
inal candy. Shortly thereafter, Bates created the memorable television
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commercial of the M&M characters jumping into a pool of chocolate
and then rinsing off in showers that coated them with their distinctive
shells. The ad ran during popular shows like 7%¢ Howdy Doody Show and
The Mickey Mouse Club, and caught every child’s imagination. By 1956,
M&M sales had topped $40 million, ranking them as the most popular
candy in America.!3

By this time, Forrest’s combined companies werce far bigger than his
father’s business in Chicago. Besides M&M?’s and Uncle Ben’s in Amer-
ica, Forrest’s operations in Slough had grown into the fourth-largest
candy company in Europce. Forrest also owned the largest pet food com-
pany in the world, with plants in England, France, Belgium, West Ger-
many, Italy and Austria. And he claimed a host of lesser but still
profitable cnterprises, including a vending machine company in En-
gland, a candy firm in the Netherlands and substantial real cstate hold-
ings around the world. But still he wasn’t satisfied.

Forrest Mars had always viewed the original Chicago factory as his
own. After all, he was the one who convinced Frank to build it, and he
was the one who gave Frank the idea for the Milky Way. The day he left
the Chicago plant, splitting off from his father, he vowed to someday
return, having shown his father that he was every bit as good a business-
man as he. But Frank’s sudden death had brought an end to thosc
drcams of triumph and redemption. Instead of returning in glory to take
over his father’s busincss, Forrest was left to stare at the factory from the
outside, far removed from its management.

Frank Mars had left the majority of his stock to his sccond wite, Ethel,
and their daughter, Patricia (Forrest’s half sister). Although Ethel was
named president of the company, she left the management in the hands
of her half brother, William “Slip” Kruppenbacher, who had joined Mars
in 1930 as a salesman. Kruppenbacher served as the company’s vice pres-
ident and managing dircctor while Ethel spent most of her time over-
sceing Frank’s Milky Way Stables in Tennessce. She made a name for
herself on the horse-racing circuit, taking third place in the Kentucky
Decrby in 1935 and 1937, and winning the race in 1940 with her horse
Gallahadion, which paid off at a handsome 35 to 1. She frequently
namcd her favorite horses after the company’s candy bars, and one time
the company offered the choice of a racehorse or $2,500 in a contest to
name a new candy bar (the bar, named Two Bits, was pulled from the
shelves because of lack of sales). But that was the extent of Ethel’s



involvement in the firm.

Under Kruppenbacher’s stewardship, Mars Ltd. continued to expand,
adding a half-dozen new products to its lincup. The Mars bar, with
toasted almonds and vanilla nougat, dcbuted in 1936, inspired by the
popularity of Hershey’s Almond. The Forever Yours bar, a dark-choco-
late version of Milky Way, came ourt in 1939, The Mars Cocoanut bar
and the Ping bar were introduced in the 1940s, along with the Dr. 1.Q.
bar, named for a popular radio quiz show. But none of these candics
could match the power of the company’s major brands—Milky Way,
Snickers and 3 Musketeers. And several of Keuppenbacher’s launches
completely flopped.

Forrest tried to convince Ethel that e was the one who should be
running the business, but he got nowhere with his stepmother, who had
always resented his reentrance into Frank’s life. Forrest tricd to convince
Patricia to sell him her third of the business, secing she had no interest
in it besides her dividends. He offered to pay Patricia any amount, but
she remained loyal to her mother and her uncle, ncither of whom
wanted Forrest involved with Mars, Chicago. Then, in 1945, Ethel Mars
died and half of her stock passed to Forrest, as stipulated by Frank’s orig-
inal will. It was the break Forrest had been waiting for.

He used his inheritance to stage a bittcr battle for control, taking on
Kruppenbacher at every turn. He insisted that as a substantial share-
holder, he should be given an office at the plant and access to the com-
pany’s books. Kruppenbacher fought the proposal but was overruled by
the board of directors, whose members believed they could appease For-
rest by giving in to his demands. Instead, their plan backfired. Forrest
used the oftice to keep tabs on current management, regularly assailing
the board with acid-tongued memos about Kruppenbacher’s perfor-
mance. His memos accused Kruppenbacher of “slipshod management,”
decrying the “lack of oversight and wasteful business practices” that, he
argued, were costing Mars millions.!#

Forrest tried to convince board members to oust Kruppenbacher and
install him as chairman. But the board split, and Forrest fell two ballots
short of the nccessary votes. Following the attempted coup, Kruppen-
bacher banned Forrest from the company’s grounds. The move infuri-
atcd Forrest, and he instructed his attorneys to file suit against the
management of the company for breach of fiduciary duty. By now, the
dispute was so distracting to management that it was beginning to affect
the company’s sales, but Forrest didn’t care. He told the board he would
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continue the fight until he had won some measure of control over the
busincss. In 1950, after numerous board meetings where allegiances
were tested, Kruppenbacher offered Forrest one-third of the board’s
nine seats.

Forrest uscd his newfound power to push Mars to expand. When the
factory was originally built, it boasted statc-of-the-art systems. But since
Frank’s death, Kruppenbacher had done little to update the equipment
or enlarge opcrations, leaving Mars wocfully lacking in technology.
Instead of investing Mars’s profits in the plant, Kruppenbacher had been
stuffing them in the bank. Forrest convinced the board that it was a
waste to have all that cash lying around doing nothing, and he proposed
a $4-million addition to the original factory and a plant-wide update of
all machinery.

In 1953, Mars announced a mechanized process for making candy
bars. Previously, plant workers had formed bars in individual batches,
much the way you might make a batch of brownies at home—except that
at Mars, they would make thousands of batches of candy a day. Each
time, they would mix the ingredients, let the bars cool, and then cut
them by hand before dipping them in chocolate. It was highly inefficient.

The new cquipment—based on systems Forrest had installed in En-
gland—allowed “continuous flow” production, slashing the total manu-
facturing time from sixtecn hours to thirty-five minutes.!® Metal rollers
layed nougat onto a cold steel belt that carried the candy through each
step in the process. First, the nougat passed beneath round, sharp cutters
that sliced it into long strips. The strips were passed through a guillotine
that cut them into bars, and then—for a Snickers—rolled beneath a
machine that layered on caramel and sprinkled them with peanuts. The
bars were then sent under a waterfall of chocolate, and over jets that
sprayed chocolate onto the bottom. After proceeding through a long
cooling tunncl, the finished bars were removed from the conveyor belt
and taken to the wrapping room. Unlike Hershey, Mars was still wrap-
ping most of its candy by hand in the 1950s—a task that cmployed over
1,000 workers. Forrest convinced the board to at least semiautomate the
process, and new equipment was purchased from Germany to help pre-
pare the candy for shipping.

The expansion was completed in 1959. The new factory covered
400,000 square feet of floor space, a jump of 35 percent. Mars also
addcd badly needed air-conditioning and increased its office space. New
semjautomated loading docks for trucks were built, along with two new
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outbound railroad tracks. Forrest’s additions succeeded in making Mars
the world’s largest manufacturer of chocolate-covered candy bars. But
Forrest wasn’t finished. He wanted complete control over the ncwly
revamped company, and after Kruppenbacher retired in 1959, he made
his move.

With thrce members of the board already in his corner, he went about
convincing the other six that he should succeed Kruppenbacher as chair-
man and CEQO. He won half the battle. In December 1959, Forrest was
named chairman, but Patricia Mars’s third husband, James Fleming, was
installed as president and chief exccutive officer. The board, it seems,
was not rcady to concentrate all the power in the hands of one man.

The decision to install Fleming as head of the company was a disaster.
Although he’d been with Mars for fourteen years, Fleming had spent
most of that time as Kruppenbacher’s crony. He knew little about actu-
ally managing a business, and what’s more, he refused to cooperate with
Forrest, whom he still saw as the enemy. The boardroom quickly became
a battleground, with Fleming and Forrest duking it out over every deci-
sion. The two men disagreed on everything—the direction of the com-
pany, the advertising strategy, the distribution system, the pay scale, the
hiring process. The reverberations were felt on cvery level of the busi-
ness. Quality suffered, and sales plummeted from a high of $50 million
in 1959 to $42 million in 1963.16

Patricia Mars watched helplessly as her husband ran the company into
the ground. She herself was in no position to step in; not only did she
lack the management skill, but she had been diagnosed with brain cancer
and knew she would not survive much longer. In desperation, she called
Forrest and begged for a truce.

Forrest flew to Patty’s home in La Jolla, California, and painted
a stark picture of the company’s future. He told her Mars would go
bankrupt in less than threc years unless something was done to improve
opcrations.

“Qur father made the best damn candy bar on the market,” Forrest
reminded her. “He’d be sick to sce what is coming out of that factory
today.”

With sales hcading south, Fleming had cut back on expensive ingre-
dients like chocolate and peanuts, and the results showed. The Snickers
bar was half the size it used to be and the coating on the bar was so thin
you could see through it.

“The business should stay in the family,” Forrest insisted. “It should
be run by a Mars.”
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Patricia listencd to his arguments, and this time, she agreed to sell her
shares. She asked only that Forrest keep her husband on the payroll, and
that Forrest rename his umbrella corporation—Food Manufacturers
Inc.—Mars, Inc., thereby preserving the Mars family association.

With more than 80 percent of the company in his name, Forrest had
little problem convincing the rest of the board members to sell their
shares. In December 1964, Forrest Mars, now aged sixty, acquired the
remaining 20 percent of the company. He rclieved James Fleming of his
duties and took on the titles of chairman, president and CEQ. Within
days, life at the Chicago plant changed forever.

After ordering cxecutives into the oak-paneled conference room,
Forrest proceeded to share his plans for what he called the Mars candies
division: “I’m a religious man,” he told the crowd. Then, after a long
pause, he sank to his knees and began the following litany: “I pray for
Milky Way. I pray for Snickers. . . .” No one in the room dared move.!”

These products, Forrest explained, were to consume the executives’
every moment. Every bit of energy, every expensc, every idea would be
focused on the product. “That’s what the consumer buys,” he said.
“And that’s what creates profit. And profit is our single objective.”

Soon after the meeting, Forrest ripped out the executive dining
room, fired the French chef, tore down the office walls, stripped the oak
paneling and sold the art collection, the rugs, the stained glass and the
corporate helicopter. He then increased salaries 30 percent, replaced
fixed annual compensation with incentive pay and handed each associate
a time card.

The company was finally his.
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FORREST MARS, Sk., WHEN
HE WAS IN (115 SIXTIES. THIs
PHOTOGRAPH HANGS IN
THE COMPANY'S OFFICES

IN St.OUGH AND [MCLTAN,
THE ONLY PLACES THAT
HAVE BEEN PERMITTID TO
DISPLAY HIS IMAGF.
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faw’HE EXLCUTIVES 1N Chicago had all heard the stories of
Forrest Mars long before he took over as their buss. By the time he
finally gained full control of Mars, Inc., in 1964, he was alrcady infa-
mous in the industry. Not just because of his demanding, volcanic
personality or because he had kicked Bruce Murrie out of his busi-
ness—a slap at Hershey that galled even Hershey’s toughest com-
petitors. But after rising to promincnce in America and Lurope,
Forrest Mars had snubbed the entire confectionery world by refusing
to join the industry’s trade groups or attend any industry conven-
tions. He shunned all inquiries by the trade press, declining to share
even the tiniest tidbit about his business or himself. Even in an indus-
try where scerecy and paranoia ruled, Forrest Mars was extreme.



“In the candy business, nobody shared information; it was very com-
petitive and everybody understood that,” said Nello Ferrara of Ferrara
Pan Candy Co. in Chicago. “But it was common decency to join the
National Confectioners Association, to attend the conventions. Every-
body was there—except him. He didn’t participate in anything. He
didn’t pay the dues; he didn’t help sponsor any industry initiatives.
He wouldn’t scrve on any committees. It was a real insult to the rest
of us.”

The National Confectioners Association was founded in 1884 by a
handful of candy manufacturers to foster industry self regulation. By
1965, every major candy manufacturer and supplicr in the United States
belonged to the group, which held annual mectings to address problems
plaguing the industry. Over the years, the NCA was responsible for fed-
eral and state legislation prohibiting adulteration of confections, for
industry-wide public relations campaigns promoting the nutritional
value of candy and for lobbying against excise taxes on confections. It
was the NCA that originated the idea of tying candy promotions to such
holidays as Valentine’s Day, Mother’s Day and Halloween. And it was
the NCA that successtully fought the government’s move to declare
candy making a noncsscntial wartime activity.

‘I'he Mars company in Chicago had long been an NCA supporter,
helping foot the bill for many industry-wide ad campaigns and encour-
aging confectioners to participate in Commerce Department surveys,
which for decades served as the only rcal measure of industry growth
and sales. In fact, onc of Mars’s vice presidents, Victor Gies, had been
clected chairman of the board of the NCA in 1957, But when Forrest
Mars took control of thc company, he revoked Mars’s NCA mcember-
ship and ordered company executives Lo withdraw from all industry-
sponsored activitics. He also issued a directive prohibiting his associates
from speaking with outsiders about the busincss.

“He clamped a lid down so tight over there, we used to joke he
was making bombs, not bonbons,” said Ferrara. “It was like overnight,
whoosh, he changed cverything. We used to play golf with the guys
from Mars, used to socialize with them. But not after Forrest came in.
The whole mood changed.”

But if the public changes seemed dramatic, they barely hinted at the
upheaval taking place within. By the time Forrest was finished, nothing
would remain of his father’s company but the products. Everything clsc
would be remade in Forrest’s image.
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G,harlcs Kaufman witnessed the restructuring of Chicago firsthand.
Hired by Forrest in 1963 as the corporate vice president of research and
development, his first assignment was to help Forrest complete the over-
haul of Chicago’s manufacturing facilities, including the critical task of
ending the company’s thirty-year relationship with Hershey.

“Forrest wanted me to investigate right away what it would take to
make his own chocolate,” remembered Kautman. “It drove him crazy to
have Hershey making his most important ingredicnt. He wanted to end
that relationship as soon as possible; he didn’t want to be dependent on
anyone.”

Frank Mars had always viewed Hershey as a partner, but not Forrest.
To him, thc Pennsylvania giant was Mars’s major competitor, and it
unnerved him to have Hershey controlling any aspect of his business. Tt
was one thing to enlist Hershey’s help for the initial startup of a com-
pany, as he had to with his M&M’s and as his father had to when he
launched the Milky Way. But it was quite another to continue to depend
on Hershey once Mars was firmly established. More than that, it was
inconceivable for Mars to continue to rely on Hershey given his plans for
the future.

“The way Forrest saw it, he was going head-to-hcad with Hershey,”
said Kaufman. “How could he let them control his supply of chocolatc?™

But his concern went beyond the danger inherent in relying on a
competitor. Forrest believed that the only way to ensure the consistency
and quality of his products was to be in command of every aspect of pro-
duction. To this day, Mars refuses to contract out any part of its manu-
facturing needs, a common practice in industry. And the company
rcfuses to participate in joint ventures for the same reason. “If we can’t
control it, we don’t want it,” said Mars top executive Phil Forster.! “It's
impossible to maintain standards of quality if you’re reliant on somcone
clse for part of your opcrations,”

Forrest first instituted this policy in the 1950s, when he stopped
buying chocolate from Cadbury for his British opcration. IHe knew he
would do the same in the United States if he ever got control of his
father’s firm, and in 1965 he sent word to Hershey that he was going to
phasc out his purchases of chocolate coating.

The move stunned Hershey executives, who were caught completely
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off guard by the pullout. At the time of Forrest’s decision, the coating
business accounted for more than 30 percent of Hershey’s sales, bring-
ing in pre-tax profits of about $12 million. Sales to Mars, Chicago, made
up the bulk of that business.?

“We were pretty surprised when Forrest announced he would stop
buying our coating,” remembered Earl Spangler, Hershey’s plant man-
ager at the time. “We couldn’t make sense of it.”

For Mars to manufacture its own chocolate, Forrest would have to
invest a tremendous amount of new capital—as much as $20 million in
equipment and supplics.? Hershey executives figured it would take him
morc than a decade to recoup his money.

“Forrest could buy our coating for a lot less than he could make it
himsclf,” said Spangler. “Economically speaking, it wasn’t that feasible.”

But Forrest never looked at it in those terms.

“Forrcst was in the business for the long haul,” said Kaufman. “TTe
didn’t care one bit about the short-term. If he was going to be a candy
bar maker, he was going to do it right.”

Today, Hershey cxecutives downplay the impact of Forrest’s decision
on the company, saying it freed up capacity for the company’s own prod-
ucts. “We were looking to get rid of the business anyway,” said former
CEQO Richard Zimmerman. “The timing was rcally pretty good in that
respect.”

But the numbers paint a somewhat different picture. In the years fol-
lowing Forrest’s move, Hershey’s after-tax profits dropped from a high
of $25 million in 1966 to less than $20 million in 1968. Somc of the
slide was due to a spike in the price of cocoa, but the loss of Mars’s busi-
ness was a factor as well,

“Those were very difficult years for Hershey,” said marketing execu-
tive Jack Dowd. “The company was not waking up to the fact that in
Forrest Mars they had a huge new competitor. They just didn’t get it.”

Forrest wanted not only to make his own chocolate, but to turn his
father’s company into a manufacturing powerhousc—a dynamo of qual-
ity and efficicncy that would overtake Hershey and lcave every other
candy maker far bchind. His drive for preeminence was not simply a
matter of ego, but stemmed from his fundamental belief that success
could be assured only by being the industry leader.

“He insisted on being number one,” said Kaufman. “He didn’t think
there was any advantage to be gained whatsoever in being number two.”

This philosophy grew out of his experience in England, where Mars
products battled against Cadbury’s and Rowntrec’s for every inch of
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shelf space. It was only after the Mars bar became England’s best-scller
that Forrest found it possible to get his candies prominently displayed.
And each time Forrest expanded his market—taking candy and pet food
into the Netherlands, France, Australia and the Middle East—hc learned
the same lesson, that being the biggest and most popular was the best
way to get his products in front of the consumer.

“Forrest wanted to see Snickers bars and Milky Ways in cvery super-
market, drugstore and newspaper stand in America,” said Chicago sales
manager Larry Johns. “Every place there was a Hershey bar, he wanted
a Mars product on top of it.”

Forrest gave his engincers six months to figure out how to begin
manulacturing chocolate that was on par with Hershey’s and he ordered
Kaufman to whip the rest of the Chicago plant into shape. As Kaufman
remcmbers the factory, parts of it were still “vintage 1880,” particularly
the packing and shipping operations. And since the manufacturing line
was limited by the capacity of the packaging equipment, improving
thosc facilities was top priority.

“Forrest wanted the cntire plant mechanized from top to bottom,”
said Kaufman. “He was gravely concerned about the quality of his prod-
ucts, and he believed in using the most modern cquipment to cnsure his
standards were being maintained.”

Not content with the speed and accuracy of the manufacturing
machinery available at the time, Forrest cmployed a host of engincers to
improve it and adapt it to his own purposcs. He never took out patents
on the changes, fearing that would only give his competitors idcas. And
he insisted his engineers sign confidentiality agreements not to disclose
any of Mars’s secrct innovations.

The result of this effort was the most efficient candy-making opera-
tion in the business. It was not long until Forrest’s plants completely
“outmanufactured” the competition, operating at spceds no one else
could match. By the time he was finished with the Chicago plant, cvery
step in the process—from the mixing of ingredicnts to the boxing of the
bars—was done mechanically. He compressed twenty manufacturing
lines into just five high-velocity operations, capablc of producing 2,500
Snickers bars a minutc, and Fun Size Milky Way bars at double that
speed. Tt was all possible because of Forrest’s high-tech wrappers, the
only self-loading wrapping machines in the busincss.

“He was way ahcad of everyone when it ¢ame to equipment,”
remembered Kaufman. “He had solved engincering problems that no
one clse had cven considered tackling.” Like how to pipc warm, thick
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A WORKER ON THE FARS PRO-
DUCTION LINE (ABOVE ) USES
CALIPERS TO CHIECK |HE WIDTH
OF MILKY WAYS AS MACHINES
SQUIRT CARAMEL ONTO THE
NOUGAT. 11t BARS ARE THEN
SLICED AND CONTINGE ON THEIR
JOURNEY; 11 IAKES JUST FIVE
MINUTES 1O MAKE A BAR.
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liquid chocolate from onc end of the plant to the next, and how
to evenly distribute ingredicnts like peanuts and caramel on each candy
bar, and how to handle raw materials without exposing them to human
contact.

Did you ever wonder how they get that tiny little M on the M&M?
No other candy manufacturer had ever attempted to mark such a deli-
cate product in this way, but Mars engincers developed a highly precise
method to give the candies their unique look and cnsure they could not
be counterfeited.

Picture thousands of newly candy-coated chocolates spilling onto a
conveyor cquipped with tiny indentations, cach the perfect cradle for a
single M&M. As the conveyor shakes, the rainbow of naked candy shells
scttles in for a ride toward the printing press.

The printer’s top roller is covered with the raised typeface of tiny M’s,
which are coated with edible white dye. But this roller doesn’t print the
M on the candy; it would crush the fragile shell. Instead, it transfers the
print of the M onto a second roller with a smooth surface. That roller
passes over the centers of the speeding candics below and transfers the
still-wet imprint onto the shells with just the right amount of force—not
so much it crushes the candy, but enough that the M comes off, legs
intact.

At the M&M/Mars factory in Hackettstown, New Jersey, it all hap-
pens at the rate of 200,000 M&M’s a minute, or 100 million M&M’s
every eight hours. And 99 times out of 100, this remarkable proprietary
equipment hits its target perfectly.

The way Forrest constantly upgraded the equipment and machinery
required a tremendous ongoing investment. But, to this day, that is
casier for Mars than for many other companies becausc Mars has never
had any debt. And the family vows it never will. With no cash flow com-
mitted to banks and bondholders, Mars is free to reinvest every nickel of
profits in its operations, keeping everything cutting edge. The Mars
family rarely takes out dividends—indeed, doing so would result in
needlessly large tax bills.* Instead, profits have always been pumped
right back into the business, giving Mars a distinct advantage over the
competition.

The giant mixers, conches and enrobers, the swift-moving conveyors,
the miles of pumps and pipes that Forrest installed combined to give
Mars, Chicago, the sleck look of a chemical-processing plant, rather than
the overgrown kitchen that Forrest had inherited. To kcep the plant
opcrating smoothly, he retrained every worker on the floor, making each
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a mini-engincer, responsible for his own equipment—he taught them
how to fix it, how to clean it and how to detect a potential problem.

“l'o work at Mars you had to do a lot more than make the candy,”
remembered Maryann Bishop, a line worker in the latc 1960s. “We had
to know everything there was to know about the production line. We
had special training scssions at night and on the weekend, and cverybody
had to attend. It wasn’t simple like just warching the candy go by and
picking out the bad picces.”

Forrest put quality at the absolute center of the business, quickly
reversing the downward spiral that had begun under Fleming. He
boosted the chocolate coating on each bar, making it thicker than ever.
He added more peanuts and more caramel to the Snickers, and increased
the sizc of the 3 Musketeers. And when Chicago executives complained
that the changes would slash profit margins, he gave them a half hour
lecture at the top of his lungs.

“He screamed and screamed,” rccalled Tarry Johns, head of Mars’s
sales department at the time. “I don’t think I’ve ever scen anybody carry
on the way he did. I mean, I didn’t know it was possible to yell for that
long.”

Forrest belicved that the only way to achieve success was to offer the
consumer the best product on the market. Cost could never justity sac-
rificing quality. When other candy makers began replacing cocoa butter
with cheaper fats like vegetable oil, Forrest refused. When others started
using vanillin instead of vanilla, he refused. He insisted on the freshest
ingredients, and he managed all of his factories so that raw materials
arnived daily and were used immediately. He was obsessed with “incre-
mental degradation,” his term for the inevitable result if you substituted
inferior ingredients. “Once you start down that road, there’s no turning
back.”

When Forrest visited the factory, he didn’t waste his time in meetings
with managers—he headed straight for the factory floor, where he would
inspect every inch of the production line. If he didn’t like what he saw,
cveryonc was surc to hear about it.

“He would climb up to the highest point, like to the top of the
chocolate storage tanks, and he would take out his hand and wipe the
top, looking for dust,” said Bishop. “And if he found any, somebody was
gonna get fired.”

Since workers never knew just when the next surprise inspection
might be, they kept the factory gleaming. Not a speck of chocolate
marrcd the floor, not a uniform went unlaundered. Everything was slick,
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steel and polish. The sterile environment was like that of an operating
room. Several times per shift, associates measured their work areas for
bacteria, swabbing the equipment, the floor, their clothing,

Since Forrest couldn’t be at every factory all the time, he insisted his
managers walk through the plant hourly to be certain his dictates were
being followed. And he encouraged everyone—from the line worker to
the janitor—to halt production if they noticed something awry. Some-
times thesc problems were tiny details the consumer likely would never
notice, like “scuff marks” on the end of a candy bar evidence the bar
didn’t get a clean cut.

“My son is gonna rip this open and put it in his mouth so fast he
won’t even see the end,” said a plant manager on a recent tour. “But that
doesn’t matter. [t’s my job to make sure that if he does look, all he sces
is smooth chocolate.”

Forrest was fanatical about scuff marks. He once ordered an entire
production run scrapped because of the barely noticeable scratches in
the chocolate coating. To him, the marks were evidence that his workers
weren’t paying attention—and that was a cardinal sin, punishablc by
firing.

“He absolutcly could not toleratc a worker who wasn’t taking his
job seriously,” said Kaufman. “For all the stories that have been told
about him, I think this is what it boiled down to: He wanted everyonc
working as hard as hc was. He wanted everyone pulling their own
weight.”

To further keep track of his factories, Forrest made a habit of buying
Mars products from retailers to check the quality for himself. One hap-
less manager remembers being called out of bed in the middle of the
night, with Forrest ranting on the other end of the phone. It seemed he
had purchased a packet of M&M’s at a Safeway outside of Los Angeles
and some of the legs of the M were missing.

“He wanted me to track down the serial number and order a recall on
the batch,” said the worker. “But it was three A.M., for Christ’s sake, and
I told him I wouldn’t do it.”

“He said if T didn’t get out of bed right then and get down to the
plant, he would fire me. So I put my clothes on and went.”

For Mars managers, phone calls like these were common. Working
for Forrest mcant being on call day and night, weekends and weekdays.
It mecant tolerating his sudden outbursts and foul language. It meant
doing things that in other circumstances would seem completely outra-
geous—like tasting the dog food.
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On visits to his pet food companies in Europe—and after he pur-
chased Kal Kan in the United States in 1966—Forrest would hold court
in the “cutting room” or testing center, where he would taste every vari-
cty of Mars’s pet food and compare it with the competition, a practice
that continues today.

“It tastes just like cold stew,” John Murray explained during a tasting
session at the Kal Kan plant in Vernon, California. “It’s very meaty,
moist and succulent.”

The point of these human trials was not the flavor of the product—
after all, a dog’s palate and a human’s are considerably different—but
the overall quality of the pet food.

“If we don’t get right in there, tasting, smelling, looking at the prod-
uct, we’re not qualified to judge it,” said Murray. “We expect the con-
sumer to feed this food to their pet. . . . If we don’t taste it ourselves,
how do we know we’re offering the best product we can?”

This obsession with quality is cvident throughout the business.
Although no onc in the company has guality in his or her title, quality
control is everywhcre. Mars was the first candy company to datc its
products and seize them from distributors if they had not sold in time.
Forrest pioncered the use of computers on the production line to mea-
surc the consistency of his output. If a 3 Musketeers was a fraction of a
gram too light, it was pulled from the line. If a Snickers didn’t have
exactly fiftcen peanuts on top, it was rejected.

But thesc “faulty” products were not thrown in the garbage—that
would be a waste, and Forrest hated waste almost as much as he hated
sloppiness. Instead, each recipe was cngineered to include a small per-
centage of “rework,” scrap product that didn’t cut the grade for sale to
the public. On any given day in Chicago, there are dozens of giant bins
filled with rejects that will get ground up and returned to the mix as part
of the recipe. Tt was all part of Forrest’s philosophy of keeping his busi-
nesses as efficient as possible.

In addition to using all of his factories twenty-four hours a day, scven
days a week, Forrest saw to it that every input was fully exploited. At
Uncle Ben’s, for example, the rice hulls stripped from the unprocessed
rice are burned to gencrate part of the plant’s electricity. But the drive
for efficiency doesn’t end there—Forrest even found a use for the
burned ash: He sold it to power plants, which use the rice ash to help
burn coal more effectively.

Forrest carried his obsessions into the offices, as well. He insisted
desktops be kept free of clutter, and he inspected associates’ drawers, file
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cabinets and in-boxes, looking for signs of disordcr. David Brown, For-
rest’s longtime financial officer, remembers a basket he used to keep on
his desk filled with important papers.

“He dumped the contents on the floor because it wasn’t ncat
enough,” Brown said. “He wanted everything orderly—near and effi-
cient.”

But the changes were more than cosmetic. Just as Forrest had re-
vamped the factory, systematically improving every phase of production,
he completely overhauled the company’s approach to management.

The structure he installed in the Chicago plant is largely unchanged
to this day, and it has been reproduced in each of the company’s forty-
one factories around the world. Everyone has the same size desk, every-
one answers his own telephone and cveryone is awarded a 10 percent
bonus for punctuality. To encourage communication, managers sit in
wagon-wheel fashion in the center of a large room, encircled by junior
associates. The sales department is right next to the marketing depart-
ment, which is right next to manufacturing and accounting. There are
no offices, no partitions and no privacy. That way, Forrcst reasoned,
cverybody in the company would know what everybody else was doing.
Such openness applies to cvery aspect of the business.

At Mars, there is little regard for rank and no need for officc memos
or meetings. If you want something, you walk over to the boss and ask
for it. If you have a problem, you gather your colleagues together and
dcal with it. Formality is frowned upon, and everyone, including the
family, is addressed by his or her first name.

It all works, in part, because of Forrest’s simple organizational struc
ture. Although the company employs more than 28,000 associates,
there is virtually no burcaucracy. The corporate ladder is divided into
just six rungs, the top rung being occupicd by the family itself. After the
farnily come the company’s exccutives, who total about 200, and next
come the senior managers, of whom there are about 2,000. Considering
Mars operates a global conglomerate with billions of dollars in sales, the
number of “higher-ups” is astonishingly small.

“|Forrest] didn’t believe in layers and layers of management,” said
David Brown. “He wanted lines of communication to be as direct as
possible, and that meant flat, simple organization.”

The company is divided horizontally, as well. Although comprised
of many disparate parts, Forrest distilled the business’s activities into
seven distinct and universal functions: manufacturing, marketing, sales,
rescarch and development, goods and scrvices, finance (accounting) and
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personnel. Each division—from pet food to rice to candy—was orga-
nized along these lines of management. Forrest kept tabs on everyone
through a central committee made up of his top managers, cach of
whom oversaw one particular function. It was their job to make sure that
the business opcrated according to his prescriptions and that his exact-
ing standards were met.

Everything that the managers needed to know about running the
business “the Mars way” was spelled out in a little blue book, just thirty
pages long. Developed during his years in England and refined during
the 1950s at the M&M plant in New Jerscy, the book of “Forrest’s
Golden Rules”—as it was sarcastically referred to in Chicago—was a
codification of all of Forrest’s unique management practices, from the
10 pereent bonus for punctuality to the calculations for ROTA. By look-
ing at the manual, managers could figure out everything from pay raises
to production targets. It was all there, laid out simply and ¢legantly, in
neat little charts and tables.

By codifying his management philosophy, distilling it down to a sys-
tcmatic program, Forrest Mars freed himsclf from the drudgery of man-
aging the business; that was for the hired help, not for an cmpire builder
like him. What made Forrest’s blood rush was the thrill of mastering new
opportunities and taming uncharted worlds. Like Milton Hershey, he
was driven by his visions; but where Milton Hershey saw utopia, Forrest
Mars saw conquest. Once the battle was won, it was time to move on.

Forrest got involved with a division personally only if something was
going terribly wrong. Otherwise, he left each business alone, giving total
autonomy to the head of the unit. But if the unit manager failed to make
his goals, heads rolled. According to former Mars managers, Forrest
asked his executives on the day they were hired to sign a letter of resig-
nation dated three ycars hence. If at the end of three years they had not
met his business targcts, the letter was put into cffect.

It was a ruthless way to do business, but for Forrest, it was the only
way that made sense. Forrest ran his businesses strictly by the numbers,
but not in an accounting sense. He had always been impressed by the
power of mathematics and economics, and he wanted to understand the
relationships between the components in his business—how sales relate
to markceting, production to salcs, market share to profits. To do this,
Forrest called on a highly sophisticated field of management known as
“operations research.” Pioncered by planners during World War 11,
operations rescarch provided a mathematical framework for maximizing
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the results of a complex system, boiling vague questions of judgment or
intuition down to cold calculations.

“It was a very sophisticated approach to management. Nobody in the
industry was doing what he was doing; it was a very scicntific, very
orderly way of managing,” said Kaufman, who worked as an industry
consultant before joining Mars.

Forrest used his numerical models to understand the tradeoffs among
ROTA, profits and sales, setting annual targets for cach. I you met thosc
targets it meant you were managing his business as cfficiently as possible.
If you failed, it meant he wasn’t getting the most out of his investment.

“Forrest had very specific ideas about how to allocate resources,” said
Kaufman. “If you earned more than he wanted—or less than he
wanted—then you weren’t using his assets effectively, and he would have
you canncd.” It’s obvious why earning too little was condemned, but
carning too much was no better. It meant you weren’t spending enough
money on marketing, promotions and other investments nceded for
long-term success.

Despite his harsh tongue and unforgiving approach, Forrest had a
knack for finding and kecping outstanding talent—perhaps because of
his unwavering focus on performance. Working for Forrest was not
about personality or style; he didn’t care what you looked like or who
you knew. All that mattered was how well you could do the job. As
untraditional and harsh as his management style was, nothing about it
was arbitrary or subjective—a fact that won him much loyalty. Many of
his top managers stayed with him their entire careers.

“Forrest got the best and the brightest,” said Collin Pratt, who
joined Forrest in Slough in 1936 and spent more than thirty years as onc
of his top licutenants. “He gave everyone his system, but it was up to
you to make it work. And he rewarded you well if you did.”®

Pratt ran Forrest’s British operation through World War 11, and
served as president of that division until 1973, when he retired a multi-
millionaire. And he was just one of dozens of scnior-level managers
whom Forrest made very rich.

“Nobody could touch the salaries that Mars offered,” said Claude
Eliette-Hermann, who joined Mars in the early 1960s to hcad the
French pet tood diviston and cventually rose to oversee pet foods world-
wide. “He was paying three times as much as the competition; it was
very handsome compensation.”

Forrest believed that to get the best, you had to pay the best, and the
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company continucs that practice. A senior-level manager can bring
home between $300,000 and $500,000 annually—salaries more typi-
cally associated with high-paying professions like doctors, lawyers and
investment bankers.

Such attractive compensation makes Mars a popular employer. When
the company opencd a new candy plant in Waco, Texas, in 1981, thou-
sands of pcople stood in linc for hours just to submit job applications.
Among MBA candidates, interviews with Mars arc as coveted as inter-
views with IBM, Goldman Sachs or Salomon Smith Barney. And its rep-
utation is global. In Denmark, Norway, Germany, Britain and France,
Mars tops the list of high-paying employers.

But the generous compensation is only part of the success of Mars’s
pay structurc. Forrest believed in sctting compensation with the same
objective standards used to judge the rest of his business. Therc are no
individual merit increases and no rewards based on individual perfor-
mance. It is a onc-for-all, all-for-onc system, with bonuses and raises tied
dircctly to business goals.

Moreover, the company operates with only six pay levels, corre-
sponding to the six zones on the corporate ladder. The pay scales within
each zone are public, so everyone knows what everyone elsc is earning—
incentive for advancement.

“People arc always talking about how sccretive Mars is, but once you
get inside, there are very few secrets at all,” said Mars vice president
Mike Murphy. “It’s a much more open atmospherc than you find at
other companics. [Mars] lays it all out on the table, right from the
beginning. You know what you’re getting into, you know how far you
can go and what you have to do to get there.”

By paying associates at each level approximately the same amount,
Mars finds it easy to move players around, a favorite pastime of the
family. Forrest sct the precedent early on, when he began bringing in
associates from England to work at M&M in the United States. Today,
it is not uncommon for a manager with ten years’ cxperience to have
lived in scven different countrics, working seven different jobs. Mars
belicves such transfers help employees keep their edge.

“If you spend your whole life doing just one thing, you get narrow
after a while,” explains Phil Forster, who oversees the company’s con-
fectionery brands worldwide. “And if everybody is focused on their little
picce of the pie, there’s no one looking at the big picture.”

Mars sccs no reason why the vice president of sales for Pedigree dog
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food can’t scrve equally well as the vice president of sales for Snickers. Or
why the head of marketing in Chicago can’t one day be in charge of pro-
duction in Slough. This crossbreeding, as it is known in-house, is onc of
the company’s greatest strengths.

“We want ideas flowing backward and forward,” said Forster. “A
marketing guy will do his job a hell of a lot better if he knows what it
takes to run the production line. The same is true if a sales associate
spends time looking after the inventory.”

With no other way to achieve status—no corncer offices to covet, no
limousincs to aspire 10, no corporate hideaways for favored executives—
associatcs compare rank based on how many diffcrent jobs they’ve held.
“You know vou’re getting good if you've served in four or five divi-
sions,” said associate Steve Greenly.

But while this constant shifting of personnel worked well within com-
panies that Forrest built, it didn’t sit well with the executives in Chicago.
Shortly after Forrest consolidated his control of the Chicago plant, he
began transferring workers in from his M&M division in New Jersey,
part of his strategy for overhauling Chicago’s corporate culture. But the
transfers only increascd tensions for executives who were already having
a difficult time adjusting to life under Forrest.

“It was pretty obvious that he favored his employces at M&M,” said
salcs manager Larry Johns. “They were getting all the top jobs.”

The friction between the divisions made for very difficult working
conditions, said Johns. And Forrest’s abrasive style didn’t help. In the
years following the takeover “cverybody in management was pretty
unhappy,” he remembered. “It was a very divisive time.”

The president of Mars, Chicago—Duke Vance—and most of the top
leadership had come into power during Fleming’s administration, and
Forrest madc it clear he had little respect for them. Johns remembers a
typical run-in between Forrest and William Suhring, who was head of
marketing.

“Forrest Mars didn’t like marketing pcople at all—I guess "cause he
thought he was the best marketer there was. Anyhow, he took off after
Bill Subring one day. Just laid into him for about forty-five minutcs. He
was saying, ‘Bill, you're a nice fellow. You know I know you’re a nice
guy, and you have a nice family, but you’re the dumbest SOB that I’ve
cver known in my life. T don’t know how I can live with you. You ought
to get the hell out of here. Now don’t get me wrong, Bill. I like you per-
sonally, but you’re stupid.””
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Forrest was furious because he couldn’t find a Milky Way bar in a
storc that he’d been in in Virginia.

“And I thought, well, this is how I can get Bill off the hook. So I said,
‘Mr. Mars, excuse me, but that’s not Bill’s responsibility. That’s mine.’

“And he turned around and pointed his finger at me, and he said,
“Then I ought to fire you, too!””

In the end, Forrest didn’t have to fire any of the Chicago brass. With-
in three years of his takeover, most of them left Mars for other compa-
nies. Some went to General Foods, some to Nabisco and some to Kraft.
But two of them, Larry Johns and Bill Suhring, did the unforgivable:
‘They crossed over into enemy territory and went to work for Hershey.
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IN 1936, Tite H. B. Regse Canoy Co.
OPERATED JUST DOWN THE STREET FROM
HERSHEY, WORKERS DIPPED THE PEANUT
BUTTER CUPS INTO CHOCOLATE BY HAND
BEFORE PACKING THEM FOR SHIPPING.

_—

Qg{ WAS 1968, and Larry Johns, fresh from his job as head of

sales for Mars, Inc., was sitting dumbfounded, listening to a Hershey
district sales manager explain the job of sclling Hershey bars. “This is
one of the easicst gigs in the world,” boasted the manager. “Why,
most of the time, I don’t even need to make calls; the orders just roll

onin.”
“I sec,” said Johns. “So how many Hershey bars did you sell last

month?”

“How many bars? Why, I don’t know. A couple thousand, I

guess.”
“But you can’t say for sure?”



“Well, we don’t keep track like that. 1 got in the usual orders, plus
a few extra "causc they’re gearing up for Halloween. I’d say more than
one hundred orders for August, and that’s up five orders from last
year.”

Johns had never heard of a sales force that measured success by num-
bers of orders—an order could be ten bars or ten cases; a customer could
place orders twice a weck or twice a month; it told you nothing about
how well Hershey bars were actually selling. But the district manager
didn’t care; his job, as defined by headquarters, was to get “orders.” And
for forty years, that’s what the Hershey manager had been doing: drop-
ping in on corner grocers, five-and-dimes and tobacco stands and taking
orders for a box of candy bars here and a box there.

“The whole program was a curse,” said Johns. “The salesmen were
wasting their time in thesc little stores—mom-and-pop shops that Mars
wouldn’t be caught dead in— and they’d go there ’cause they knew they
could get an order. It didn’t make one bit of difference how big that
order was; the only emphasis was on writing up the ticket.”

When Johns came to Hershey, he spent his first months on the job
touring the ficld, visiting the fourteen regional sales managers who over-
saw Hershey’s national sales division. And while he knew from his tenure
at Mars that Hershey’s sales force had its problems, with cach stop on his
tour he became more and more appalled at how out of touch and behind
the times the Hershey team was.

“They Liad no idea what they were doing,” said Johns. “They didn’t
know a thing about market share, they didn’t know about their compe-
tition, they didn’t have a clue what it meant to actually be a salesman.”

Johns remcmbers district managers bragging that they carried
twenty-four-count boxes in the trunks of their cars, just in case a cus-
tomer needed one. “And I thought to mysclf, Jesus, who thinks in terms
of boxces? I'm thinking in terms of carloads, truckloads—tonnage. And
these guys are walking around happy that they’re selling twenty-four
bars at a time.”

Johns watched in dismay, time and time again, as the Hershey reps
took him along on sales calls: “They’d go visit Joe on the corner” and
walk right by the Safeways, the Kmarts, the Stop & Shops—giant retail-
crs that would sell cases, not boxes, of Hershey bars each weck. When
Johns asked reps why they ignored the big accounts, he was told
“because they don’t place the orders,” which was true, since individual
stores in large retail chains are generally supplicd by central warchouscs
that buy goods from wholesale distributors. Nevertheless, every con-

7926 o Tt Eveerors ofF CHOCOLATE



sumer products company in America madc regular calls on retailers like
these to secure the best shelf space, to sct up special in-store displays, to
convince local managers to advertisc their products in the weekly circu-
lar. Burt not the men from Hershey.

“One guy cven told me he’d been ordered to stay out of the super-
markets,” said Johns. “It was ludicrous.”

And the problems didn’t end there. Johns knew from working at
Mars that in markets east of the Mississippi River, the Recse’s Pecanut
Butter Cup was Hershey’s best-seller. But Hershey executives didn’t
even know that much, because the corporate office didn’t keep track of
sales by brand.

“They were kecping count of everything by pack type: How many
six-packs sold, how many twclve-packs sold, how many thirty-six-count
boxes, how many forty-eight-count boxes? But they had no idea which
brands were actually sclling and which weren’t.”

How Hershey could operate without fundamental information like
market share was beyond Johns. It was the driving force behind every
company he’d ever worked for.

“In Chicago, we knew every markct by heart. We knew every place
where Snickers was number one, where M&M’s outsold Hershey’s,
where Milky Way lagged behind the Almond bar. This information was
the lifeblood of our business.”

To Johns, Hershey looked like a museum, a primituve opcration
about to run smack into the twenticth century, and he had to ask him-
self, “What happencd?”

04 t the height of Milton Hershey’s reign, the pcople of Hershey
worked in his factory, shopped in his department store and rode his trol-
leys. He supplied them with clectricity and water, and they washed their
clothes at the Hershey laundry. On weekends, they skated on his ice
rink, rowed his boats on his lake, danced in his pavilion and played on his
golf courses and tennis courts. When they died they were buried in a
cemetery on land he donated.

In short, the town and the company were totally dependent on him.
And when Milton Hershey died in 1945, the people who had come to
rely on his generosity and vision scemed lost. They could not make a
single decision without first wondering what “M.S.” would do. In truth,
no one could anticipatc how Milton Hershey would have reacted as
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times changed, and so the rallying cry became “Milton Hershey would
have never”—for it was casicr to say what he wouldn’t have done than to
say what he would have done.

Too afraid to step into Milton Hershey’s shocs, unwilling or unable
to take any real initiative, Percy Alcxander Staples spent his ten years as
head of the Hershey enterprises in hiding. An introvert by nature, Sta-
ples spent most of his time holed up in his office alone, surrounded by
stacks of papers. He rarely spoke to the company’s employees or made
public appearances. Rarer still was the sight of Staples about town. It was
expected that if you worked in Hershey and lived in Hershey, you par-
ticipated in the town’s social and civic activities. Everyone, from the
executives on down, attended Hershey’s churches or joined Hershey’s
rotary or the garden club or the local VFW. But Staples and his wifc,
Eliza, kept to themselves. They didn’t even buy a home in Hershey, pre-
ferring to rent a suite of rooms in the Hotel Hershey.

“It was as if they hadn’t really decided they were staying,” remembers
Monroc Stover, who is Hershey’s oldest resident, born in 1900. “They
kept their distancc, you know. They didn’t even try to fit in.”

Always more comfortable with reports than with people, Staples
communicated with only a handful of top managers. But even they never
knew what he was thinking or planning. “He was a mystery,” said former
CEO Richard Zimmerman. “He kept everything to himself.” Consider-
ing Staples held all four top positions in the Hershey empirc—chairman
of the board and president of the Hershey Chocolate Co., president of
the Hershey Trust Co. and chairman of the board of the Hershey Indus-
trial School—his secrecy and isolation bred anxicty and distrust. Rumors
abounded that Staples was planning to sell the company, and senior
executives wasted much of their time fretting over the possibility. Their
concerns were not without cause, for everything Staples did seemed to
point in that direction.

He made it clear from the beginning that his overriding concern was
the perpetuation of the Trust. But Staples interpreted that directive in an
extreme, and extremely conscrvative, fashion. He focused on the finan-
cial condition of the Trust to the exclusion of everything else—the town,
the company, the residents. Milton Hershey’s broad vision of a grand
utopia, where company and town worked in symbiosis, was reduced
under Staples to a concern for the bottom line.

A pessimist by nature and fundamecntally uncomfortable with risk,
Staples was deeply troubled by the Trust’s reliance on the chocolate
company, and he was particularly concerned with the company’s depen-
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dence on a volatile commodity like cocoa beans. He knew little about
the cocoa markets when he took control, and as he studied their history,
he found nothing to comfort him.

Cocoa bean prices tend to fluctuate wildly, and this was never more
true than in the years following the war. The government set the price of
cocoa at 8.9 cents per pound during World War 11, but in 1946, the
price gyrated from a low of 9 cents to a high of 27 cents. These dramatic
swings made Staples extremely nervous. He became fixated on cocoa
bean prices, worrying about them endlessly. He convinced himself that
the world supply of cocoa beans would never keep pace with demand, a
projection that, if true, pointed to disaster for company profits—and
thus for the Trust.

Scveral factors contributed to his thinking. In the years following the
war, diseases swept across the cocoa plantations of West Africa, Brazil,
Ecuador and Venezucla, cutting world supply dramatically. The war
itself also cut plantings because farmers, unable to ship their crops, cut
production. As a result, in Staples’s first year as CEO the cocoa market
began a sharp rise that would last for his cntire tenure. In the face of ever
higher prices, Staples became paranoid. He focused his energies on any-
thing that might protect the company against volatilc swings in the
market, setting aside millions of dollars in reserves and embarking on a
costly campaign to build new storage facilities for beans.

Staples seemed oblivious to the great opportunitics that the war
had prescnted to Hershey. Soldiers brought their affection for Her-
shey’s chocolate home with them from the war. Civilians, who had little
access to chocolate during the war, also clamored for the company’s
products. Demand was so great that Hershey had to ration its supply to
distributors.

Overseas, the United States was at the height of its influence, and
all things American were cast in a rosy glow, admired in Europe and
Japan. Hershey bars had traveled around the globe wherever American
soldiers went, becoming not just a treat but a medium of exchange, the
local currency. And at the same time, Europe’s chocolate factorics lay in
ruins. It was the ideal time for Hershey to branch out into Europe, using
its dominance in the American market as a springboard for worldwide
expansion.

But at the very moment when Hershey could have been cashing in on
the tremendous brand recognition it had carned during the war, Staples
retrenched. He cut back on maintenance, rcfused to expand the factory
and even resisted upgrading the plant to meet the skyrocketing demand
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in the United States. Instead, he poured all of his cfforts, and Hershey’s
resources, into insulating the company from future cocoa bean price
increases. The only capital project he was interested in was the construc-
tion of sixteen silos, capable of storing 64 million pounds of cocoa
beans—a two-ycar supply. But even this wasn’t enough to keep him
(rom panicking when cocoa prices jumped to 58 cents a pound in 1954.

In a move that Hershey managers deemed heresy, Staples began
preparing Hershey to purchase already-made chocolate supplies from
other companies, hoping in this way to reduce its reliance on the cocoa
markets. He started by importing tons of cocoa powder from Gill and
Dufus, a British manufacturer, and chocolate liquor from the Dominican
Republic and Ghana. Finally, in June 1956, Staples sent Sam Hinkle,
who was then supervisor of the chocolate plant, and Elwood Meyers, the
company’s chief chemist, to Europe. Their mission: to cxplore the pos-
sibility of purchasing chocolate from Cadbury’s factorics.

Hinkle and Meyers returned from their trip on June 18, 1956. They

THE HERSHEY FACTORY LANGUISHED AFTER THE
DEAT1 OF FIITON HERSHEY; THE COCOA
DEPARTMENTT, LIKE MOST OTHERS, REMAINED
LARGELY UNCHANGED UNTIL THE 1960s.
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werce preparcd to report to Staples that Cadbury was not only willing to
sell chocolate crumb, but was also interested in selling cocoa powder.

The idea shocked Hershey’s management. Milton Hershey had
prided himsclf on making his very own chocolate from scratch. Buying
ingredients from Cadbury would mean idling half the factory and
diminishing the company’s control over product quality. Moreover,
Cadbury’s chocolate had a completely different taste than Hershey’s.
No one had ever risked altering the Hershey flavor—it was the corner-
stonc on which the company was built. The resulting changes at Her-
shey would bec monumental.

As fate would have it, the deal never went through. On June 23,
1956, less than a week aficr [Tinkle and Meyers returned, Percy A. Sta-
ples died in his slecp at the Hotel Hershey.

After Staples’s death in 1956, members of the Hershey Trust Co.
board vowed that power would never be concentrated in the hands of
one man again. At a meeting immediately following Staples’s funcral, it
was unanimously agreed that J. J. Gallagher, head of Hershey’s sales
team, should be chairman of the board of the Hershey Chocolate Corp.,
and Samuel Hinkle, plant superintendent, should be named president. It
was a safe dccision; both men had been with Hershey for more than
thirty years, and they were intimately familiar with the chocolate com-
pany’s traditions.

Hinkle joined the company in 1924 as chief chemist and worked for
twenty-four years in the Hershey laboratory, where he conducted exper-
iments aimed at improving Hershey products. His greatest achicvement
was developing, in concert with the federal government, the formula for
the Ration D bar. When Staples ook over, he prumoted Hinkle out of
the laboratory and onto the factory floor, where he oversaw the manu-
facturing end of the business. There he won the respect of the factory
workers, and he was acknowledged by all in the finn as the cxpert on
Hershey’s production techniques.

Many of these techniques were now outdated, a fact driven home
to Hinkle by his trip overseas. On visits to chocolate factorics in En-
gland, Germany and France he saw faster, more efficient, more versatile
chocolate-making equipment that could greatly speed up Hershey’s pro-
duction. Now that hc was chief executive, he sct out to update every
department in the plant, trying desperately to make up for the time lost
under Staples. It was an enormous task, made harder by the physical
layout of the factory, which wound like a maze through some thirty dif-
ferent buildings.
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Hinkle started in the Kiss department, where he authorized the over-
haul of the packaging cquipment to make the line faster. In 1962, he
added automatic peanut sorters to the Mr. Goodbar line and installed
the first “contnuous flow” operation for making Hershey’s syrup,
replacing the old batch-by-batch method. Additional longitudinal
conches were installed to boost total chocolate output, and new refiners
and molding machines were added to the chocolate-bar line. He spent
millions on construction to try to ease the bottlenecks that resulted from
the haphazard layout of the factory, adding freight elevators and con-
necting buildings to casc the flow of production. But these were only
stopgap mcasures—it was impossible to make rcal progress given the
existing structure. It became clear that, if Hershey was going to meet
demand for chocolate going forward, it would have to open a new fac-
tory, probably on the West Coast. It was a prospect that made everyonc
in Hershey cxtremely nervous.

As late as the 1960s, no one in Hershey—not even Hinkle—under-
stood just how the unique flavor of Hershey’s chocolate was produced.
And since they didn’t know how it was madc, they were not sure they
could re-creatc it. Hinkle assigned his best engineers and chemists to
study the company’s antiquated milk processing operation—which had
not been touched since it was installed at the turn of the century—to
pinpoint cxactly what contributed to the Hershey tastc. Some argued
that it could never be reproduced in California or anywhere else because
the flavor depended on the “special milk” from Pennsylvania cows.
Nobody ever proved this to be true—and the argument was laughed at
by somc—but Hinkle wasn’t prepared to take any risks. He recom-
mended that Hershey open a small factory outside the country, to exper-
iment, before investing $20 million in a California facility.

‘True to the company’s conservative naturc, Hershey chose Canada as
the toreign country and in 1961 broke ground on a plant in Smith Falls,
Ontario. In 1963, the first Hershey bars rolled off the line. But just as
many had feared, the flavor did not compare with the original. Hershey
first tricd to correct the taste by trucking in millions of gallons of milk
from Pennsylvania—an extraordinarily costly measure—but the “special
milk” didn’t help. Engineers and chemists then spent months working
to replicate the original milk-condensing operation, copying every part
piece by picce, down to the types of screws in the kettles. Eventually,
they succeeded in re-creating Hershey’s for Canada—only to discover
that Canadians wouldn’t eat Hershey’s chocolate. Their palates were
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accustomed to the flavor of Cadbury’s and of Rowntree’s, which had
operated plants in Canada since the carly 1900s. Hershey’s stiff, sour
taste contrastcd sharply with the mcllow, cooked-caramel flavor of the
British giants, and Hershey sales languished.

Meanwhile, having solved the milk dilemma, the company went
ahead with plans to open a plant in Oakdale, California. But even today
there are old-timers at Hershey who swear they can tell the difference
between a picce of chocolate from IHershey and one from Oakdale.

“Most of the public would probably ncver notice the difference,”
said Monroe Stover. “But when you’ve been around the chocolate as
long as [ have, you can tell; it’s subtle, but it’s there.”

Hinkle not only expanded production, but also took the first timid
steps toward upgrading Hershey’s management structure. Though he
had been brought up within the company, he realized that the old style
of management would not carry Hershey forward. At lower levels, pro-
motions were based strictly on seniority, not merit. If you were there the
longest, you got to be the manager. At the top, Hershey had always
relied on the instincts and abilities of one or two leaders, but the com-
pany never had a cadre of professional managers to support it, nor were
its leaders trained for the responsibilities they had to assume.

“After Mr. Hershey died, this company was governed by a small hand-
tul of people who made all the decisions at the top,” said Earl Spangler,
who would later become president of the Hershey Chocolate Co.
“Hinkle rcalized that more was needed to run a company this size. But it
took a long time before he was able to get a change in the management.”

Staples had started the process, at least, by allowing Hinkle to hirc
several young college graduates—the first the company had recruited.
Hinkle took the next small step, creating the company’s first formal
management training program. Under it, managers would spend years
transferring across scveral company functions, so that they could learn
the business from a variety of perspectives. But this was a painfully slow
approach, and the opportunity was oftered to just three hand-picked
employees.

Hinkle also tried to extend the company’s product line, with little
success. Among the short-lived offerings: Hershey's Mint Chocolate and
Hershey’s Chocolate Covered Candy Coated Almonds (1959), Pennsyl-
vania Dutch Sweet Chocolate and Hershey Squares (1962), Milk
Chocolate Daintics, Easter Cutics and Hershey’s Kool Glo Frostings
(1965).
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Hershey’s only successful new product was not developed by the
company, but acquired from outside, by buying one of the firm’s best
customers.

There was a long-standing relationship between Hershey and the
H. B. Reese Candy Co. Harry Burnett Reese came to Hershey in 1917
to work as a dairyman for the Hershey farms, and in 1921 he went to
work in the factory. But Reesc was inspired by Milton Hershey’s success,
and was determined not to remain a factory worker for long.

“I remember one time he said that Mr. Hershey could sell seven
carloads [of chocolate] a week. . . . He said he saw no reason why he
couldn’t sell a couple hundred pounds,” recalls his son, Ralph.

Reese tried various confections in his kitchen, just as Frank Mars and
Milton Hershey had. He made a coconut caramel bar, chocolate-cov-
cred dates, various crémes and caramels and hard sugar candies.

“I remember he’d cook it on the stove till it was like taffy, then cool
it on a marble slab, about three-by-three [feet], I guess. Then he’d take
it off [the slab] and had a hook hanging on the wall in the dining room.
[Hc’d] throw it over the hook and pull it like you pull taffy, then roll it
out and cut little after-dinner mint size.”

Reese struggled initially, supporting his family of six sons and seven
daughters. But by 1925 he had developed a successtul candy assortment
that hc sold to department stores in Lancaster. He capitalized on his
association with the burgeoning chocolatc company, advertising his
candy as “Made in Hershey.” In 1926 he built his own factory just down
the strect from the Hershey plant, and it sccmed his operation would
double in size cvery few years.

When the Great Depression came, the Reese company sutfered big
losses. But Milton Hershey helped his competitor survive, giving Reese
free sugar and cutting the cost of chocolate. When the smaller company
ran into production problems, Hershey also sent engineers to help Reese
out. But Reese’s big break came in 1941, with the wartime rationing of
sugar. While the shortage mcant crisis for most of the nation’s confec-
tioners, it forced Reese to refocus his business on peanut butter cups—
which required less added sugar than anything else in his lineup. Reese
began tull-time production of peanut butter cups, offering them singly
for a penny apiece.

The candy became enormously popular, and Reese discontinued all
of his other products. By the carly 1950s, the company ranked as one of
the largest candy companies on the East Coast, with sales of $10 million
annually. Reese was the sccond-largest buyer of Hershey’s chocolate,
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behind Mars. The company began construction on a brand-new factory
on the outskirts of town, designed with the latest in candy-making
machincry. But in 1956, just as the factory was completed, H. B. Recse
died, leaving his business in the hands of his six sons.

Without a clear successor, the company languished. The sons dis-
agreed over how to run the business, fighting over management deci-
sions and haggling over control. They soon found themselves in over
their heads.

“The business . . . had outgrown the abilities of those who werc
attempting to run it, and I think they all recognized that in the early six-
ties,” said Samuel Schreckengaust, Jr., counsel to the company.

Word went out that Recse was struggling and in the spring of 1963,
several tobacco companies approached the family to discuss a buyout or
merger. But Hinkle realized that Reese would be a much better fit for
Hershey. Hinkle called Schreckengaust, and in June 1963, Hershey
acquired Reese for $23.3 million. At the time, Reese boasted sales of
$14 million.

The acquisition was one of the most positive steps Hershey manage-
ment had taken since Milton’s death. But after twenty years of slumber,
it was far from enough.
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MILTON’S Boy

MiTON HERSHEY WANTED TO PRO-
VIDE THE. CHILDREN AT THE ! [FRSHEY
INDUSTRIAL SCHOOL WITH THE
SECURITY HE NEVER KNEW AS A BOY,

Y
(A
i OBODY IN HERSHEY, Pennsylvania, ever worried

about selling Hershey bars. They sometimes worried about cocoa
bean prices and sugar supplies and whether the Hershey Theatre
should book Beethoven or Broadway for the upcoming scason. But
since the introduction of the nickel bar in 1900, nobody in the com-
pany gave a second thought to sales, which had climbed steadily
upward for {ifty years without coupons, newspaper ads, jingles or slo-
gans. M. S. Hershey used to say the 5-cent Hershey bar sold itself.
And he was right, By the 1950s, the bar was ubiquitous, as much a
part of Americana as a hotdog and Coke at the Woolworth’s lunch
counter. Hershey was to the confectionery industry what Sears, Roe-
buck and Co. was to retailing. A chocolate bar just wasn’t a chocolate
bar unless it carried the maroon and silver label.

But times were changing, and no one in Hershey seemed to real-
ize it except Harold Mohler. A graduate of Lchigh University in
industrial engineering, Mohler had been recruited by Sam Hinkle in



1947 as part of Hershey’s first attempt to professionalize its manage-
ment by hiring young college graduatcs. When Hinkle became chief
executive in 1956, he tapped Mohler as his assistant, grooming him to
become the next CEO. As heir apparent, he was the first to enter the
1lershey cxccutive ranks without working his way up from the bottom.

His appointment had caused some consternation among the Hershey
old-timers, who wondercd what this college-educated industrial engi-
ncer could possibly bring to the corporation. But Mohler stood out to
those who warked with him as a take-charge, no-nonsense leader who
called the shots as he saw them. He was not a rencgade but a motivator,
who could walk the fine line between Hershey’s past and Hershey’s
future.

In 1965, when Hinkle retired, Mohler took control of the company.
Many pointed out that he had never met Milton Hershey personally, and
some held that against him. But perhaps it was because of this that he
was able to see Hershey for what it was, a company coasting on its rep-
utation, stagnant and afraid of change. Unlike his predccessors, Staples
and Hinkle, Mohler wasn’t haunted by the ghost of M.S. He didn’t sec
Milton Hershey in every dccision he made, and he didn’t concern him-
self with what Hershey would have wanted. He saw only a company
adrift, not keeping up with the times and not even recognizing that it
was being passed by. If Hershey was going to survive, Mohler was going
to have to make major adjustments. But he would have to do it slowly,
for Hershey wasn’t ready for giant steps. The 5,000 workers who made
up Hershey had been doing things the same way for a very long time,
and real progress would take years. It was Mohler’s job to set the wheels
in motion, and hc turned to William Dearden for help.

Where Mohler was seen as an outsider, Dearden was the ultimate
insider.

(Ou a brisk November morning in the middlc of the Great Depression,
a gangly, bewildered thirteen-year-old arrived at the beautifully mani-
cured campus of the Hershey Industrial School (H.1.S.). After a brief
interview with the schoolmaster, he received a tour of the pastoral fields
and verdant hills that would be his home for the rest of his childhood.
The setting, in the foothills of Pennsylvania’s Blue Mountains, sccmed
unreal to a boy raised in a working-class section of Philadelphia. And as
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he later recalled, “Everywhere I looked I saw [signs with] H.L.S. T fig-
ured Mr. Hershey wanted everyone to know that the school was HIS
property.”!

Dcarden will never forget that first day at the orphanage. It was the
beginning of a whole new life, one that would bind him to Milton Her-
shey in ways neither could foresee. After the tour, he was fitted for a pair
of warm pants and invited to the biggest feast he had cver scen.
“Creamed ricc was the vegetable, and there was apple pic for dessert,”
he said. “Where I came from, creamed rice was a dessert. It was like get-
ting two desserts in one mcal.”?

Dearden, along with his brother and his sister, had grown up in the
Frankford section of Philadelphia, where his father was an unemployed
mill worker and his mother worked cleaning in the schools. After his
mother dicd, in the fall of 1935, his father could no longer afford to feed
or clothe his children. A neighbor had heard the incredible story of
Milton Hershey’s orphanage and suggcested that Bill and his brother
might find a home there. (Since the school did not then accept gitls,
Dearden’s sister was sent to live with friends.)

Dearden had no idea what to expect from the school, but he found
far more than a child of the Depression could have imagined. The more
than one hundred students were well cared for, shielded from all traces
of economic hardship. They got threc good meals a day, lived in com-
fortable homes and were outfirted like upper-class schoolboys. As Dear-
den remembers, “You got two suits, and four or five pairs of
shoes—farm shoes and house shoces and a pair of shoes for school and a
pair you only wore on Sundays.”3

For the next five ycars, Dearden lived on the Willow Wood farm,
along with twenty-three other boys. Two sets of house parents looked
after the students, making sure each stayed out of trouble, did his home-
work and performed his chores, and Dearden remembers them fondly.
“You can’t replace the love of a [real] parent under any circumstances,”
he said, “but there’s a great and deep interest in the youngsters by the
people who work at the school.”#

In addition to a full load of courses, the students were responsible for
all of the chores necessary to run the farm and maintain the house. That
meant hocing weeds and harvesting corn when “we’d have much rather
been down at the swimming hole,” Dearden said jokingly. “I worked in
the house, as they say, making beds, mopping halls, washing dishes, all
that kind of thing. Then, as I got a little older, I went into the barn to
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work, and that meant milking the cows in the morning and in the
evening.”s

Everybody complained about the hard load and long days, but grad-
uates like Dearden credit the school with teaching them life lessons they
would have never learned anywhere ¢lse. As Dearden tells it today, the
school taught him that “wark is a habit. If you learn how to do it, and
learn how to focus on it, it stands you in good stead.”®

‘There were privileges—trips into town on the weekends and sum-
mertimes spent on the lake, in the swimming pool and at the park. There
were also weekly movies, concerts, theater, ice skating and a chance to
go home each August. The younger boys received an allowance of 25
cents a week. Seniors got a princely 50 cents. “From that, you spent your
10 cents for the movies on Wedncesday night, and you were also expected
to save a little bit of money out of that allowance. That was to promote
thrift and build a little nest egg for you when you left.””

Dearden’s memories of the school include many of Milton Hershey
himself. Because Willow Wood was located just behind Milton’s trout
hatchery, the boys in the home were often treated to visits by their bene-
factor. “When we saw the cloud of dust coming, we figured it might be
Mr. Hershey, so the kids would run out to the road and wave to him.
Somctimes, he’d stop and ask us how we were doing and talk a little bit.
Other times, he might get out of the car and look around a little bit.”8

On the Willow Wood farm, they experimented with raising soybeans,
another of Hershey’s pet projects, and Dearden remembers many visits
from Hershey to see how the crop was doing. But even when he wasn’t
around, Milton Hershey was a constant presence in the minds of the
young boys who owed their good fortune to his. “We were all proud of
our association with him[, seeing him as our] foster father with a choco-
late factory. We made up stories about him, saying that he was so rich he
had a drinking fountain and a toilet in his car, and obviously he didn’t,
but they were the kind of things that kids made up.”

Dearden distinguished himself quickly at the school, building a repu-
tation as a star athlete on the football and basketball squads. He was an
active and popular student, singing in the glee club and working for the
school newspaper and yearbook. The school had a vocational mission,
and each student majored in a practical field. For Dearden, the choice
was commerce, and he graduated at the top of his class.

The honor won him the opportunity to address his schoolmates at
commencement excrciscs in 1940, where he delivered a speech on free
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enterprise in front of Milton Hershey himself. “When [ got my diploma
[Mr. Hershey] shook my hand very heartily and patted me on the back,”
Dearden remembered. “That had to be one of the best days of my
life.”10

After graduation, Decarden spent one year at the Hershey Junior Col-
lege—a tuition-free institution also supported by the Hershey Trust—
before moving on to Albright College in ncarby Reading on a full
athletic scholarship. In 1942, he enlisted in the navy, and rcceived a
year’s education at the Harvard Business School, training to become a
supply and disbursement officer. He served out the war on a tanker in
the South Pacific and then joined Dun & Bradstreet.

In 1953, the administration of the school asked him to return to
Hershey, offering him a job as assistant business manager. It was rare for
any of the Hershey companies to hire a graduate from the school;
Milton Hershey had always felt that giving his orphans jobs would make
life seem too easy and would stir resentment from townspeople who
already considered “Milton’s Boys™ privileged. But Dearden was an
exception, having made a lasting impression on his tcachers, many of
whom saw in him the same leadership ability and strength of character as
in Mr. Hershey himself.

At six feet five inches tall, Dearden was physically imposing. But he
never talked down to his staff. A religious man, he looked people
straight in the eye and invited conversation.

“He was taller than practically anybody else in town,” said Zimmer-
man. “But while you were talking to him, he never seemed to be taller
than you.”

His skills at managing people impressed not only the school officials,
but also members of the board of the Hershey Trust Co., who in 1957
tapped him to join the chocolate company as assistant to Hershey chair-
man John J. Gallagher. When Mohler took over as CEO in 1965, he
named Dearden as his new director of sales and marketing, a position he
created to try to shake up the status quo.

Dearden was the perfect candidate to wake Hershey from its decades-
long slumber. Like Mohler, he realized how backward the company had
become, but he could make changes without risk of mutiny. After all, it
would be almost impossible for traditionalists to accuse the fair-haired
orphan boy of betraying the Hershey legacy. As the old-timers would
say, Dearden was an orphan who “blecds Hershey blood.”



ﬁ ershey was the only company in the Fortune 500 that did not have
a marketing department by the mid-1960s. Hershey himself had never
felt the need to formally advertise his products, and thosc who followed
after him were afraid to break with tradition. As late as 1960, Samucl
Hinkle told The Wall Strect Journal that Hershey didn’t see the need for
advertising. “Our minds are not closed to the advantages that might
come from advertising,” he said, adding, “We haven’t convinced our-
selves the time has come to use it.”!!

Hershey’s attitude toward Madison Avenue had become a joke in the
industry. 'The company continued to act as if it were the only force in the
candy market. But now there was stff compctition from Mars, from
Nestlé, from thousands of small candy companics with niche products
that had found their way into the hearts of Americans. Hershey’s sales
weren’t increasing the way they used to, and more adults than children
were buying Hershey products—an ominous sign for the futurc. Adver-
tising and marketing were the obvious way to reverse these trends.

Dcarden’s first act on the job was to bring in new talent from outside
Hershey to help revamp the sales force and create a marketing depart-
ment. His recruits werce the first managers to enter Hershey with previ-
ous work cxpericnce. Traditionally, Ilershey hired neophytes or
promoted from within, fearing that anyone from another company
might, in fact, be a spy looking to steal trade secrets. But Dearden real-
ized that it would take experienced professionals to bring Hershey into
the modern age.

11is first hire was John Rawley, a marketing executive at Scott Paper.
Rawley brought along his collcague Vern Tessicr, a Scott Paper sales-
man. Together, they convinced Dearden to hire a third man, someone
with advertising experience and an understanding of Madison Avenue.
For Hershey, this was a monumental step, and it would require all of
Dcarden’s finesse. The old guard at ITershey was already on edge, and
word that Dearden was hiring an adman would have fired up the oppo-
sition before he cven had his team on the field.

Working secretly through a headhunter, the company conracted Jack
Dowd, a senior account executive at the advertising firm of Kenyon &
Eckhardt. Dowd had twenty years of advertising cxperience and knew
the ins and outs of the trade. He was well aware of Hershey’s reputation
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and was intrigucd by the prospect of working for the last advertising
holdout in America.

“Everywhere you looked in Hershey you could see opportunity,” said
Dowd. “The company was sixty years behind the curve in advertising
and sales. We were starting from ground zero.”

But Mohler cautioned Dowd the day he was hired not to expect too
much. “He told me Hershey still hadn’t made up its mind about adver-
tising. It seemed everybody in the world knew they were going to have
to do it—except them.”

Dowd’s hiring was kept from the press because Dearden worried that
every advertising agency in America would come calling on Hershey to
try to drum up business. The company also kept the word marketing out
of his title, calling him a products manager. But there was no question as
to what he was supposed to do: prepare Hershey for the inevitable.

Dowd realized he would have to start at the most elementary level.
No one at Hershey even understood what marketing was. “They
thought it was what their wives did on Saturday with a shopping cart,”
remembers Dowd. “And that was the gencral impression throughout
the company. They all kncw whar sales did; they went out and sold the
stuff. And I think they had in the back of their head an image of us going
to the store and buying it back again.”

The broad definition of marketing is all of the steps involved in
moving a product from the producer to the consumer, and advertising
is just one component. Businesspeople often speak of the “four P’s of
marketing”: product, price, package and promotion. Marketing depart-
ments are involved in cverything from the creation and improvement of
a product to the styling of the package, the determination of the price
and the sclection of distribution channels. Marketers are also responsiblc
for developing the product promotions, like coupons in newspapers or
discounts to wholesalers. And marketers work with advertising agencies
to develop the product pitch.

Hershey had no one oversecing these various functions. Decisions
regarding price or packaging were handled by dozens of different people
with no coordination and little regard for how they might affect salcs.
Promotions were nonexistent, and although Hershey was busy develop-
ing new products, it had no consumer research to help it determine what
people wanted to cat.

“This was very basic stuff; the ABC’s of doing business,” said Dowd.
“But Hershey wasn’t doing any of it.”



Dowd found that in talking with the sales department, they didn’t
even understand who Hershey’s customer was. “When 1 said customer 1
had a mental image of a kid trying to decide how to spend his nickel; a
housewife pushing a cart down an aisle in the supermarket; a man grab-
bing a candy bar at a newsstand in the airport. Those were our cus-
tomers, [ told the sales force.

“But they saw the customer as the wholcsaler and the corner grocer,
since those werc the guys they sold to. They didn’t understand that just
selling to them was not enough; that their job went beyond that, to
reach the children and adults who were the ultimate consumers of the
product.”

The entire marketing process obviously needed to be revamped, but
it was not alone. It seemed as though cvery department in Hershey was
going to require a major overhaul if the company was to stay competi-
tive. Nothing had really been touched since Milton Hershey’s death—
not the accounting systems, not the management practices, not the
production techniques. ‘There was just no understanding of modcrn
business practices, remembers John Rawley. “The business was largely
being run as Mr. Hershey had left it” in 1945, he said. Since that time,
there had becn very little pressure to change; after all the company was
earning 20 percent pre-tax profits. But by the sixtics, profits and sales
werc increasing morc and morc slowly. Mohler and Dearden rccognized
that they would have to make changes to turn Hershey around. Lven so,
neither had fully grasped the extent of the problems.

“Hershey couldn’t have advertised if it wanted to,” said Dowd.
“I'here were no systems in place to back up the advertising if it worked.
Besides, they didn’t even know what products to advertise—the com-
pany just wasn’t operating like a modern consumer products company.”

Rawley, Dowd and Tessier began to lay the groundwork to remake
Hershey in the image of Standard Brands, Nabisco or Quaker Oats, but
it was slow going. The trio ran into resistance everywhere they turned.

When Rawley wanted to hire more business school graduates to join
the marketing team, he went to the board to ask for permission to pay
them $10,000 a year. This was 1966, and MBAs were getting at least
that much. But Harold Mohler screamed: “Ten thousand dollars? I was
forty-five betore I made ten thousand dollars!”

After much wrangling, Rawley got the go-ahead to hire a dozen or so
young, college-trained professionals. And Dowd began teaching them
the basics. “I sat them down and said, ‘Okay, we’re going to write mar-
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keting plans.” And they just looked at me, like what? So 1 walked them
through it.”

A marketing plan listed objectives for each brand in thc Hershey
lineup. It asked questions like, What is the brand? What docs it stand for
in consumers’ minds?> What makes it unique? What is its sales history?
What is its sales forecast? What can be done to expand the brand? By
writing such plans, Dowd hoped to get Hershey to start to understand
the way a consumer thinks, to approach selling from the consumers’ per-
spective. For Hershey, this was an entirely new way of doing business.

In the past, decisions were made without such information, as John
Rawley discovered when he approached a sales manager in 1965 about
establishing sales objectives for the coming year. “He said, ‘Oh, we can
do that. That’s easy to do.””

The executive had his secrctary retrieve a letter from his files, and he
handed it to Rawley. Rawley read the letter in disbelief; it said simply:
“Our objective for the next year is to increase sales 4 percent.” That
was it.

“Exactly the same letter went to every district, every region in the
country,” he said in horror. “The same letter had been used for eleven
years, without any sales forecasting, any development of the growth or
understanding of what brands were growing and what brands weren’t.”

The brand plans, Dowd hoped, would bring about realistic objec-
tives, tailored specifically to each region of the country. A plan might tell
the manager in Qregon to push Reese’s because no onc in Oregon had
ever heard of Reese’s, or it might tell the manager in Connccticut to
push Hershey Almond because Nestlé’s Crunch was beating Hershey in
New England. And it would outline just what tools the salesmen should
use to meet these objectives.

But to write such plans required information—lots of information
about sales, about profits—and the company had always held this infor-
mation very close to the vest. “Rawley had to fight like hell” to get fig-
ures, said Dowd. “The tradition of the Hershey Chocolate Corporation
was that threc or four people at the top had all the information and madc
all the decisions. It was a feudal company.”

Dearden’s recruits were Hershey’s first middle managers. And it took
quite a bit of convincing before the “lords of the manor”—as they were
known to insiders—consented to share the information that Dowd
and Rawley necded to do their jobs. For example, when Dowd joincd
Hershey, the company was manufacturing hundreds and hundreds
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of different items. They were making Mr. Goodbars in four-packs, in
twelve-packs, in thirty-six packs; they were selling cocoa in five-ounce
tins, in seven-ounce tins, in sixteen-ounce tins. “The size of the line was
incredible,” said Dowd. “Every time some little supcrmarket or distrib-
utor wanted a new pack type, the salesman would say, ‘Okay, I’ll see what
[ can do.”” The result was the most cumbersome operation Dowd had
ever secn. Somebody had to take control and start rationalizing the line,
but Dowd couldn’t get any profit figurcs to help him make the calls.

“It was frustrating. I mcan, here we werc trying to get this bchemoth
under control, and they wanted me to do it without knowing the
[ profit] margins.”

It was obvious no onc before Dowd had seriously considered profits
when deciding whether to produce a particular item. “Our policy was, if
it’s not making adequate profit—get rid of it,” said Dowd. “Before, the
policy was sell it; profit was not a goal.”

Dowd remembers when Hershey’s corporate secretary, Dick Uhrich,
called him to discuss continuing a line of glass-jarred dessert toppings
that was sold only in the Hershey gift shop to visitors of the factory. The
company was running low on glass, and Uhrich wanted to know
whether he should order more. “So I looked up the sales figures and
they weren’t anything to writc home about, but I went up to see him
and I said, ‘What is the profit on these items?” And he wheeled around
and opcned a drawer and pulled out a very large book, thumbed
through it, closed the book, put it back in the drawer, closed the drawer
and said, ‘Adequate.’

“And that was all I could get out of him. I didn’t know whether ade-
quate was 50 percent margin, 30 pcrcent, 10 percent. [ didn’t know.
How could I make a decision based on ‘adcquate’?”

Making matters worsc, Dowd soon came to realize that the company
had no information about its business beyond profit figures. The com-
pany’s record keeping was rudimentary, covering only the fundamental
accounting required for payroll, billing, shipping, etc. There was pre-
cious little information that would rruly qualify as management infor-
mation; there was no systematic budgeting, no cost accounting, no
uniform inventory reports, nothing that would provide the tools needed
to make basic rational decisions.

Samuel ‘Tancredi, supervisor of Hershey’s tabulating department,
remembers how in the carly 1960s each department was kecping its own
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inventory rccords. “And when they’d get together around the table to
make decisions, they’d spend half the time arguing and trying to recon-
cile the figures.” Tancredi began updating Hershey’s record-keeping
systems in 1963, installing ncw, more powerful IBM machines to help
Hershey manage the enormous flow of numbers. And the company
finally called in Arthur Andersen in 1968 to install a basic management
information system. But when Dowd and Rawley started there was little
information to work with.

Rawley went to Dearden to convince him that Hershey needed more
data if he and Dowd were going to make any progress. He suggested
investing in market share data being collected at the time by A. C.
Niclsen. For a fee, Nielsen would survey stores around the country and
develop a composite picture of Hershey’s business. But Dearden balked
at the suggestion, citing the enormous cost involved. To make the point
of how critical such information was to Hershey, Rawley sent a memo to
major consumer products companies across America, asking whether
they purchased Nielscn data. When every survey came back yes, Rawley
showed their responses to Dearden.

Hershey finally ordered the Nielsen surveys in 1967, and that May,
representatives came to Hershey to present their initial findings. Mohler
and Dearden were present for the meeting, along with Dowd, Rawley,
Tessier and representatives of the sales staff. “Everyonc was nervous,”
said Dowd. “We knew the picture wasn’t going to be good, but we
didn’t know how bad it would be.”

The first statistic that Nielscn presented Hershey was the percentage
of products that were out of stock in stores nationwide. The number was
obscencly high—30 percent. !2

“I turned to Bill [ Dearden] and said, ‘Does this company realize what
a disaster it is to have 30 percent out of stock?” Our products weren’t
even getting on the shelves! This was the worst possible scenario.

“I thought to myself, Jesus, what have I done? I’'m going down with
the Titanic.”
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HERSHEY DIDN'T ADVERTISE ITS
PRODUCTS UNTIL 1970; IN THE
19905, THE COMPANY SPENDS
$200 MILLION PER YEAR TO TOUT
ITS GOODS.
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Ggf/DISGUS'l'ED BILL DEARDEN cvery time he walked

into a Hershey, Pcnnsylvania, grocery store to find Mars candies—
Snickers, M&M’s, 3 Musketcers—displayed at the checkout counter,
scornfully overshadowing Hershey’s own products. Suddenly Mars
was everywhere—in grocery stores, drugstores, vending machines,
magazines, ncwspapers and on billboards and television. Worse still,
he couldn’t get that jingle, “The swectest things on Earth come from
Mars,” out of his head.

Before Dowd and Rawley woke him up to the realities of retailing,
he hadn’t noticed any of these things. Now he saw that Hershey
wasn’t just in trouble, it was heading toward disaster unless drastic
measures were taken. Dowd and Rawley could not do the job with-
out help. They were going to necd people who not only knew mar-
keting but who knew the business of candy. And nobody kncw the
business better than the competition. Dearden knew this was radical
thinking. But he saw no alternative but to raid the encmy camp.



Ever since Forrest’s takeover of Chicago in 1964, Dcarden had been
hearing of cxecutive disenchantment at Mars. He kept tabs on the com-
pany through Duke Vance, with whom he had developed a close rcla-
tionship over the ycars.

“At the various conventions in the candy industry, we’d have our
booths right beside each other,” Dcarden said, referring to Mars and
Hershey. “Duke Vance, who was the president of Mars after Jim Flem-
ing, was a great friend of minc. We knew their salespcople very well, and
we worked very closely together because we were a major supplier of
chocolate to them. . . . Obviously, when Forrest Mars camc into the pic-
ture, he was an antagonist; and the whole approach [changed].”

When Dearden received a résumé from a Mars exccutive, he called
Vance to check out the candidate’s qualifications. Coincidentally, just
weeks before, Vance had met with his top lieutenants to discuss which, if
any of them, were going to stay at Mars. All but two announced intcn-
tions of lcaving. So when the call came, Vance, who Joathed Forrest
Mars, was morc than willing to help Dearden out.

“What do you think of this fellow?” Dearden asked, relcrring to the
résumé on his desk.

“He’s all right, but you don’t want him. You want Bill Suhring.”

“I can’t afford Bill Sulring,” Decarden replied. “You’re paying him
$35,000 a year. Even our president doesn’t make that much money.”

“I don’t care,” insisted Vance. “That’s the guy you want. He’s our
top markceting guy, and we’re all going to be fired by Forrest Mars,
because he hates all of us. Why don’t you try him?”

So in the winter of 1968, William Suhring, the head of marketing at
Mars and the man behind the jingle, showed up at Hershey’s doorstep.
Larry Johns, head of Mars sales, followed soon aticr. Together, they
introduced the aging, statcly Hershey Chocolate Corp. to the cut-throat
world of candy that Forrest Mars had created, where Willy Wonka is
motivated by grecd, rivalry, sccrecy and paranoia and will do anything to
get you to cat just one more of his chocolate bars.

Larry Johns learned his sales style from the masters at Procter &
Gamble, sclling soap in Detroit, one of their toughcest markets. He spent
threc years with the marketing giant before joining the sales team at
Hudson Pulp & Paper Corp. Before joining Mars in 1964, he worked
for nine years at Armour Grocery Products. He wasn’t particularly inter-
ested in working in the candy business, but the “moncy was unbelicv-
able. . . . I couldn’t turn it down.” Hershey couldn’t match Mars’s



salary, but the company promised Johns something he would never have
at Mars—independence and a chance to be his own boss.

During his days at Mars, Johns never gave much thought to Hershey.
Hershcy may have seen Mars as competition, but to a Mars salesman, the
fecling was not mutual, “I don’t know how to say this, but we never
considered Hershey competition,” said Johns. “We never ran into a Her-
shey salesman anywhcre.”

As Johns got to know his sales force, he quickly discovered the
reason. They were a collection of comfortable, old-time salaried ecmploy-
ccs, with little motivation and even less imagination. The average age of
a district manager at Hershey was forty-scven, and the average age of a
regional manager was sixty. “Procter and Gamble was half that. [Her-
shey] had very few college recruits. [Hershey] had very few college grad-
uates, period.”

‘The salesmen had no grasp of fundamentals like placing products at
the hcight of a ten-year-old or monopolizing the candy racks with noth-
ing but Hershey products. On one trip to the southcast region, Johns
and a regional sales manager visited an A&P. There, he found Mars
products prominently displayed at the checkout, right at eye level. The
Hershey bars, meanwhile, were in the back of aisle ten, right next to the
kitty litter. The candy bars were outdated, broken and covered in dust.

Johns returned to Hershey and demanded that Dearden fire twelve
out of the fourteen regional sales managers. To his shock, Dcarden
refused, telling him: “They’re doing what they were told to do. If
they’re doing it wrong, it’s not their fault. After twenty ycars in this
company you can’t blame them. It’s our fault.” What they had been
doing for twenty years, Johns learned, was going out in the field
equipped with nothing but a customer list and a pad of paper.

“There was nothing in the manager’s lexicon about training, moti-
vating, compensating and spiriting salesmen.”

Johns realized he would have to circumvent the archaic machinery of
Hershey’s higher offices and fix the company from the bottom up. He
did this, first, by convincing Dearden to increase the salaries he could
offer to lurc savvy young men and women. Then he quickly promoted
these foot soldiers up through the ranks. Next, Johns divided every dis-
trict into two parts with two equal managers, one to oversee the mass
merchandising—positions filled by those he had handpicked—and the
other to oversce the wholesale operation.

Johns’s goal was to saturate the retail market with Hershey bars the
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way Mars had always done with its products, so that when Hershey
began to advertise, the merchandise would be on the shelves.

“The fastest way to kill a product is to advertise it and have consumers
out there looking for it and not finding it,” said Johns. “It was our job
to get the product in the store. It was [Suhring’s] job to get it out.”

William Suhring, a Chicago native, was an MBA who started his
career in the marketing rescarch division of Lever Bros. He worked on
Swanson chicken products back when Mrs. Swanson was still selling
cggs from her farm in Omaha. He taught marketing for a while but
returned to the advertising firm of Tatham-Laird in the mid-1950s.
There, he consulted for Mars on a product called Mars-ettes, a cream-
filled roll in caramel, mint and cherry. In 1958, Jim Fleming, then pres-
ident of Mars, asked him to join the company.

Suhring spearheaded Mars’s extensive promotions, including spon-
sorship of the popular radio program D 1.Q, He helped Mars formalize
marketing studies of all of its brands, analyzing their weaknesses and
strengths. He used the findings to jazz up the company’s graphics and
develop ads that clicked with the public. He also engineered Mars’s dis-
count program to wholesalers, which had helped ensure that Mars prod-
ucts were available from New York to Los Angeles. The six years he
spent in Chicago, before Forrest’s ascendance, had been fulfilling ones
for him professionally. But after 1964, the atmosphere at Mars became
unbearable. He remembered walking into Duke Vance’s office and lis-
tening in on the squawk box as Duke talked to Forrest. “I heard Forrest
say, ‘Have you fired that son of a bitch Suhring yet?’ Duke said, ‘No, Mr.
Mars. 1 haven’t gotten around to that. In fact, I don’t think I will. I
think when Bill leaves, I’ll go with him.” Mr. Mars would say something
like, ‘Well, that can be arranged, Vance.””

While at Mars, Suhring had developed worst-case scenarios of what
would happen if Hershey ever started to advertise. “We were concerned
that if the sleeping giant ever flexed its muscle, it could causc chaos.”

Now, Suhring found himself on the “other side,” imagining quite dif-
ferent scenarios and doing whatever he could to wake the giant.

The first thing he did was work with Dowd to improve Hershey’s line
of products, getting rid of all the deadwood and revitalizing the images
of its core products. For example, Hershey had a product called Dain-
ties, which were baking chips just like Nestl¢’s. Dowd and Suhring
didn’t know what they were until somebody showed them the product.
“Why don’t you call them chips like everybody else?” Dowd asked Dear-
den. “Nestl¢ calls them chips, and they outsell us ten to onc.” Dowd
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changcd the packaging and called them chocolate chips. But when Dear-
den saw the new package, he asked, in typical Hershey fashion, “Is it eth-
ical to call them chips when our competitor is already calling them
chips?”

Bemused, Dowd said, “You call Hershey milk chocolate, and our
competitor calls it milk chocolate. I don’t think it’s uncthical.” But
Dearden refused to approve the change, asking Mohler to take a look
at it.

“So Harold came in and took one look at the package, and nobody
had a chance to explain anything before he said, ‘You’rc going to call
them chips?’ I said, ‘Yes.” He said, ‘Good!” And he wheeled around and
left.”

Suhring helped Hershey start down the advertising road, a move that
had become all the more critical because Mars’s sales were closing in
on Hershey’s. In 1966, Hershey was selling $150 million of chocolate
while Mars was selling $90 million. By 1969, the cuinpanies were neck
and ncck.

The first step was picking an ad agency, and he and Dowd established
a list of criteria: It had to be within one hundred miles of Hershey, Penn-
sylvania; it had to be big enough to handle a company Hershey’s size;
and whoever they chose had to be able to keep a secret because, as Dowd
said, “We didn’t sec any reason why we needed to tell the whole world
and have this process turn into a circus.” For years the press had been
speculating about whether Hershey would take the plunge into advertis-
ing, scrutinizing any and every movement inside the company.

Suhring chaired the search committee, which included Dowd, Dear-
den and Richard Zimmerman, who at the time was Mohler’s assistant.
The four men traveled to New York, mecting with four agencies in two
days. Ogilvy & Mather stood out as the strongest, most knowledgeable
and most aggressive candidate. In fact, the agency had handled the
account of Mars, Chicago, for years, but when Forrest took over he fired
them. “They were very disappointed that they had gotten the ax from
Mars,” said Zimmerman. “They knew why. When Forrest Mars took
over he considcred himself the world’s smartest marketing man, and he
decided they weren’t doing a good enough job.” Now, they were cager
to get their hands back in the candy jar.

Ogilvy knew it would take their best work to convince Hershey. “We
had to prove to Hershey that advertising would really pay off,” said
Ogilvy exccutive Lee Smith. “After all, cvery dollar they spent with us
meant one dollar less for the orphans.”?
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Chairman David Ogilvy sent a team to Hershey to lcarn everything
they could about the history of the town, the pcople and the factory. In
carly 1969, they presented their pitch to Hershey.

“It was clear they had done a lot of homework, and they really
wanted our business,” said Dowd. “Their presentation really blew us out
of the water.”

‘I'he first decision was what products to use in the initial campaign.
The Hershey bar was the obvious choice, and Mohler and Dearden
insisted that the Hershey Almond bar be included. But the other choices
were less clear. Dowd and Johns pushed for Reese’s Peanut Butter Cups
because they were the company’s best-seller in every market where they
were introduced. The Hershey old guard resisted; Recse’s was not an
original Hershey product, and vanity kept them from wanting to push it.
But Dowd eventually prevailed. 'I'here was a third campaign for Her-
shey’s Instant, a product similar to Nestlé’s Quik.

The goal was to develop campaigns that would appeal to young
people. “The consumer had the highest respect for Hershey, [but]
thought of us as stodgy and old-fashioned. . . . We wanted to balance
that, accelerate things.”

The campaign for Recse’s was casy—to simply describe the product
to the public. 'The result was the tag line “Two great tastes that tastc
great together.” The commercials were built around a series of colli-
sions. For example, in the first a construction worker falls into a manhole.

“You got pcanut butter on my chocolate.”

“You got chocolate in my peanut butier.”

It was called the “manhole campaign”; unfortunately, everybody
referred to it as the sewer campaign.

‘The ad for the Hershey bar was much more complicated because
Ogilvy didn’t want to tamper with America’s nostalgic image of the
product. “It’s like when television first came out,” said Dowd, “and
people rejected certain characters because they didn’t look like their
radio personalities.”

Calvin Miller, the creative dircctor at Ogilvy, came up with a cam-
paign with the famous tag line “Hershey’s: the great American choco-
late bar.”

‘The Instant mix campaign had cows marching on Jefferson City, Mis-
sourl, demanding that children start drinking their milk.

‘They tested the ads in seven cities for six months, and the Reese’s ad
was so successful Dowd couldn’t believe the test market numbers. “Salcs
of Reese’s took off some 300 percent,” said Dowd. “Nobody at Ogilvy
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had ever seen anything like it.” Hershey bar sales also started moving
slowly upward while sales of Instant stayed flat. Suhring recommended
that Instant be dropped from the national rollout, but Mohler dis-
agreed.

In 1970, when the ads were introduced nationwide, the response
mirrored the test markets. The Instant campaign bombed, Reese’s sales
tripled within a year and sales of the Hershey bar rose 30 percent.

Dearden’s troops were now Hershey’s triumphant heroes.

“We had the tiger by the tail,” said Dowd. “You could just fecl the
company about to take off.”

But the euphoria was short-lived. Two years later, Mohler pulled the
plug on the cntire program.
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THE CACAO TREF IS ONE OF
NATURE'S ODDITIES; GIANT
PODS SPROUT DIRECTLY
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u/HF. ANGER STILL shows in Jack Dowd’s facc when he
talks about the decision to slash Hershey’s advertising budget in
1972. “We werc poised for a major breakthrough,” he said of the
months following the initial campaigns. “We could have had Mars on
the run.”

Instead, Hershey’s sixty-year reign as king of the candy counter
came to an end in the fall of 1973 when, for the first time, Mars sur-
passed Hershey in market share. The fact made headlines in Chicago,
but nobody in Hershey even mentioned it. There were no storics in
the local press, no meetings to announce the loss, no whispers over
the lunch counter. It was as if they could kecp it from being truc so
long as they didn’t acknowledge it.
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“It was a very difficult time for Hershey,” remembers Earl Spangler,
who was then plant manager. “We weren’t used to being behind.
Nobody knew what the future was going to be.”

The disastrous decision to drop its new advertising campaigns was
Hershey’s reaction to a sharp, uncxpected risc in cocoa and sugar prices
on the world markets. For more than fifty ycars, Hershey had managed
changes in the prices of'its key ingredients by changing the weights of its
bars—shrinking them as prices rosc and expanding them as prices fell.
‘The company also adjusted its wholesale prices slightly—but never
enough to alter the final retail price of a nickel.

“For a long time, we believed the only option was to play with the
weights,” said Spangler. “We would change the weights as often as nec-
cssary to keep the price intact.”

In the 1920s and 1930s, the nickel bar weighed in at a hefty 1.25
ounces. But as ingredicnt prices began to fluctuate wildly in the 1940s,
’50s and ’60s, the weight of the bar changed more than a dozen times,
going as low as thirteen-sixteenths (0.8125) of an ounce by 1966. The
shrinking bar brought much ridicule over the ycars, with the press com-
paring the size of a Hershey bar in the 1950s to a razor blade. A car-
toonist, in a characteristic attack, depicted the Hershey directors in a
mecting, with the caption: “Gentlemen, we can no longer scll a wrapper
without a bar in it.”

But the company ignored the criticism, believing that the nickel bar,
Milton Hershey’s great gift to the American populace, was sacrosanct.
“The nickel bar was a Hershey institution,” explained Spangler. “It was
the lifeblood of the company.”

As plant manager, it was Earl Spangler’s job to keep on top of the
cver-changing bar sizes. When the weight nceded to be altered, he
would order workers to retrofit the manufacturing lines with new bar
molds and reload the wrapping machines with new bar labels. It was a
timc-consuming and costly process, although over the years it became
easicr as Hershey developed a stock of molds to accommodate the vari-
ous sizes. The company tried not to change the size more than oncc a
year, but at times even that was difficult.

“The pressure on the ingredient side was cnormous in the sixties,”
remembers Spangler. “It scemed cvery time I turned around, there we
were changing the molds.”

By 1968, the Hershey bar was almost half its original size, and so
small that even Hershey executives werc embarrassed by it—the bars had
shrunk to just eleven-sixteenths, or 0.6875, of an ounce.
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The Hershey bar was “laughable,” said candy bar historian Ray
Brockel. “Sitting next to everybody else, it looked tiny.”

“It got to the point where there was nothing more we could do,”
acknowledged Spangler. “We were no longer offering the consumer
value for their moncy.”

On November 24, 1969, Harold Mohler made the historic an-
nouncement that Hershey was abandoning the nickel bar, a constant of
the candy busincss since its introduction in 1900. From now on, the stan-
dard Hershey bar would sell for a dime, and in exchange for the price
increasc, Hershey would boost the weight of its bar to 1.25 ounces.!

But consumers focused on the doubling of the price, and seemed
unmoved by the increase in weight. That’s because other candy makers
—who had raised their prices to a dime much earlier—had candy bars
that were still much larger than Hershey’s. They could afford to offer
larger portions because chocolate was not their main ingredient. A Milky
Way, for example, contains less than half the chocolate of a solid Hershey
bar. It is made mostly of nougat, which is nothing more than sugar,
cggs, and air—all far less expensive ingredients.

“We couldn’t win,” said Hershey secretary Richard Uhrich. “In the
consumer’s mind, the Hershey bar was a nickel. When we raised the
price to a dime, all hell broke loose.”

It was thc reaction the company had always feared. In the nine
months following the price incrcase, sales of Hershey bars fell 30 per-
cent. In the end, Hershey’s policy of holding prices stable had backfired.
If Hershey had maintained the weight of its bars, gradually increasing
prices over the years, consumers might have accepted another penny or
two markup. But the price had been constant for so long, consumers
viewed it as an entitlcment. Even today, there are those who remember
wistfully the days of the nickel bar. Its passing seemed to many to mark
the end of an era. Gone were the stability, sccurity and prosperity of the
post-war years.

The drop-oft in sales in 1969 made Hershey’s venture into advertis-
ing all the more critical. “Wc had to regain that lost ground,” remem-
bers Dowd. “The only way to do it was to start pushing our products
like everybody else.”

But just after the advertising campaign got under way, President
Nixon announced the imposition of the nation’s first peacetime wage
and price controls, aimed at taming the unprecedented 4 percent infla-
tion rate. The new regulations, which required food companies to get
government approval for any change in the price or size of products,
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wreaked havoc on Hershey and other candy makers. As cocoa and sugar
prices started to climb in the early seventics, there was little Hershey
could do to cover its increasing costs.

“It was a nightmare,” said Uhrich. “Getting permission to change
the sizc of the bar required so much bureaucratic red tape. We almost
couldn’t do business.”

Mohler was terrified that with Hershey hamstrung, the company
would report its first-cver annual loss—and that was unthinkable. Her-
shey profits translated into dividends for the Trust, providing food, shel-
ter and education for the hundreds of orphans at the Hershey Industrial
School. Hershey’s cxecutives always knew that the company had a
nobler mission than simply maximizing shareholder wcalth, and with
that mission came an added level of responsibility.

Mohler’s solution was to preserve prolits by slashing “discretionary”
spending, like the company’s new advertising budget. Although Mohler
had been supportive of the company’s new emphasis on marketing, he
felt backed into a corner. The way he saw it, the company was about to
spend tens of millions of dollars on promotions that had no guarantee of
success. He could not bring himself to justify such spending when Her-
shey’s margins were being squeezed so tghtly. Moreover, he believed
that advertising, while necessary, was not urgent. The campaigns can-
ccled in 1972 could always be relaunched in better times.

The decision was handed down to Dearden unilaterally. And though
Dcarden knew it was a mistake, he never shared his misgivings with his
staff, believing that it was his responsibility to support the decisions of
his CEO. A rift at the top would have dire consequences for the morale
of the new management team they had worked so hard to put into place.
The announcement would be hard enough as it was.

Decarden called Suhring into his office to break the news, directing
him to call a special meeting at which Suhring would inform the rest of
the team. But Suhring balked, telling Dearden he could not relay such a
decision.

“Advertising . . . is no different than putting a wrapper on a prod-
uct,” said Suhring. “It is a need. . . . You can’t turn an advertising spigot
on and off.”

Suhring feared that cvery time there was some “extraordinary” cir-
cumstance, Hershey would look to advertising to make cuts—-a pre-
scription for disaster. Moreover, Suhring and his team had devoted every
day of the past ycar to putting together an advertising strategy that could
help turn Hershey’s fortuncs around. And now, just when their work
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was needed the most, the company was shelving the program. It scemed
lunatic, and he even considered quitting in protest.

But as painful as it was, Suhring called the marketing and sales teams
together in the spring of 1972 to make the announcement that Hershey
would halt all advertising spending until further notice.

Looking back, he said grimly: “That was probably the blackest day of

my entire work career.”

Qg)’vcry candy company finds itsclf at the mercy of commodity pricing to
some extent. The question is how to deal with the uncertainties when
you depend on ingredients whose prices are about as predictable as the
weather. It is not uncommon for cocoa bean prices to double or halve in
a mattcr of months. In 1948, for examplc, the price of cocoa reached 46
cents per pound. The following year it averaged less than 22 cents, sink-
ing as low as 17 cents per pound at one point. Sugar is also subject to
constant price changes, although it is not quite as volatile as cocoa. (In
the United States, the market for sugar is stabilized somewhat by gov-
ernment price supports. But on the world market, the price of sugar has
continued to fluctuate.)

Commodities prices are determined much the way stock prices are,
with buyers and scllers gathering through an exchange to bid on con-
tracts based on their individual expectations. In the case of commodities,
the buyers and sellers arc end users (like Mars and Hershey), processors
(companies that take raw beans and turn them into cocoa butter,
powder and cake), speculators and representatives of cocoa-growing
countrics. In the United States, this trading takes place in the pits of the
Coffee, Sugar & Cocoa Exchange in New York’s financial district. The
floor is a frenzied swirl of activity, with traders barking out buy-and-sell
bids like auctioneers at a used-car sale, It is not a place for novices. The
market is dominated by a handful of major playcrs—Mars, Nestlé, Her-
shey and about a dozen or so other companies that deal in enormous
quantities of beans and can move prices with a single bid. In a matter of
scconds, millions of dollars are won or lost as these players react to the
latest rumors of political instability in Nigeria or crop discase in
Malaysia.

The candy bars displayed so alluringly on grocers’ shelves begin their
journcy to America in the sweltering, stcamy climates of Third World
countrics. Cocoa is grown only in a small band of tropical nations
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located within 20 degrees north and south of the equator. The biggest
cocoa producers today are the Ivory Coast, Brazil, Ghana and Indone-
sia.2 Thirty years ago, Ghana and Nigeria were the world’s biggest pro-
ducers, but discase and civil unrest have slashed their cocoa output
substantially. The Ivory Coast now grows more than one-third of the
world’s cocoa beans, while Malaysia and Indonesia have recently become
significant producers.?

Planted by villagers on small farms in West Africa, and on plantations
by wealthy land barons in most of the rest of the world, cocoa is as
important to the economics of these countries as oil is to the Middle
East. On any given day in the port of Abidjan in the Ivory Coast, thou-
sands of burlap sacks, each filled with 200 pounds of beans, await pas-
sage to the United States and Europe, where they will be transformed
into rivers of chocolate. Cacao production accounts for half of the Ivory
Coast’s exports,* although the villagers who actually raise the cacao on
onc- and two-acre plots carved out of the jungle barely eke out a living.
They have never tasted chocolate or seen a Hershey bar wrapper; they
haven’t the vagucst idea that the beans they swear ta hring to marker are
translormed in the industrialized world into frivolous indulgences that
sell for 50 cents apiece. To them, cacao cultivation represents shelter and
clothing. The Ivorian government estimates that half of the country’s 14
million people live directly or indirectly on cacao production. The slight-
est drop in world demand sends this nation’s cconomy reeling,

In the sparsc, primitive villages that are scattered throughout the Ivo-
rian breadbasket, the cacao tree grows amid the canopy of the rain
forest. The groves are like the woods of fairy tales, shadowed and mys-
terious. Moisture drips from every leaf and branch, and the layer of
mulch that litters the ground smclls steamy and organic. Moss hangs
everywhere, thick and verdant, and insects of all kinds swarm around the
fragrant growth.

Against this backdrop, the cacao tree’s lichen-spotted trunk and dark,
twisted branches arc rendered fairly inconspicuous. But it is the strange-
looking, glistening fruit that gives away its presence and pulls you in for
a closer look. Growing directly from the trunk, the football-sized cacao
pods protrude like giant wax fruit in brilliant green, yellow, red, crimson
and purple. Pools of sunlight filter through the large, flat leaves of the
trees, illuminating the pods and making them shine.

‘The tree’s exotic look is enhanced by the fleshy, orchidlike flowers
that dot the trunk and the marure branches. Likc the pods, the star-
shaped flowers range in color from snow white to rosy pink, ycllow and
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fiery red. Thousands of these flowers bloom on each trec annually,
although only a small percentage ever fruits. It takes four to six months
before a fertilized flower becomes a ripe pod. Beginning with a slightly
elliptical form, the young fruit resembles a small cucumber. A fully
grown pod is six to ten inches long and three to four inches thick at the
center, with ridges like an acorn squash. Its skin is covered with warts
and its husk is thick and woody.

The trees bear fruit year-round, although for cyclical weather reasons,
two crops cach ycar are recognized as standard. The “winter” or main
crop is the larger of the two, harvested between December and March,
Villagers cut the mature pods from the trees by hand, using a machete.
Tt is a delicate task, with care taken not to bruise the trunk. The cacao
tree is extraordinarily sensitive, known to botanists as the prima donna of
the plant world. It grows best in low-lying arcas, from 100 to 1,000 feet
above sea level, and requires a minimum of forty inches of rain per year.
Yet the weather must also be relatively static—heavy rains and winds can
casily damage the pods. The soil requircments for the trees are also very
specific; growth will be stunted if there is too much or too little nitro-
gen, or if the soil is too acidic or lacking other essential mincrals.

Pests and diseascs also pose a constant threat to the crop. The fungus
known as witches’-broom has devastated cacao production in South
America and the Caribbean Islands in recent years. It weakens old trecs
and kills young ones, causing losses of up to 50 percent of the harvest.
Black pod discase, another fungal infection caused by too much rain and
cool weather, has ravaged plantings in Africa, and is estimated to reduce
annual worldwide production by 10 to 30 percent.® Black pod spreads at
alarming speeds and can wipe out the entire cacao production of a coun-
try in just onc season if it is not quickly contained. The same is true for
the capsid bug, which attacks leaves, pods, young shoots and roots.
Damage by the capsid in West Africa has been so severe that a hard-hit
area is said to have becn “blasted.” Monkeys, squirrels, rats, parrots and
woodpceckers arc also cnemics of the cacao tree, eating at pods and dam-
aging tender plantings.

Well aware of the crop’s vulnerabilities and of the impact a blight will
have on the price of cocoa beans, chocolate manufacturers have led a
massive effort to better understand cacao husbandry and discase. Her-
shey, for example, ran its own cxperimental plantation in Belize, known
as Hummingbird Hershey Lid., to study the effects of various pesticides
and growing techniques on the output of the crop.® Mars runs a similar
facility in the cocoa-growing region of Brazil, called the M&M/Mars
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Almirante Center for Cocoa Studies. Scientists at the center arc working
furiously to help Brazilians contain an outbreak of witches’-broom that
has reduced production from 400,000 tons to 220,000 tons since 1987
and dropped Brazil from first to third place among cocoa-growing coun-
tries.”

In March 1998, representatives from Cadbury, Nestlé, Mars and
Hershey met with conservation groups at the Smithsonian Tropical
Rescarch Institute in Panama to discuss strategies for dealing with crop
discascs like witches’-broom. The conference focused on new methods
of sustainable cocoa farming, including shifting cocoa growing from
large plantations to smaller farms within the rain forest. Recent studies
suggest that Theobroma cacao, when grown in the shade of larger trees,
requires fewer pesticides and is better protected from the devastating
cffects of sun, pests and fungal epidemics.

The Panama conlerence gave rise to a [ront-page story in The New
York Times that direly predicted a shortage of chocolate in the ncar
future. “Chocoholics Take Note: Beloved Bean in Peril,” blarcd the
Times headline. Hundreds of journalists followed the newspaper’s lead,
reporting that crop disease could drastically reduce chocolate supplics,
and a national “chocolate scare” cnsucd.

But the press reports vastly overstared the problem. Consumption
has outstripped supply by about 1 percent annually in recent years. But
so far, largc stockpiles of cocoa beans have been able to keep the price of
chocolate steady. And the manufacturcrs are confident they can crase
this deficit over the next ten years by improving production techniques.

“There isn’t going to be any shortage,” said Susan Smith of the
Chocolate Manufacturers Association. “There’s a lot of time to rectify
the problem.”

Still, discasc has already wreaked havoc on economies like Brazil’s.
"The world price for cocoa beans has declined from a high of over $5,500
per ton in the 1970s to less than $1,000 per ton today, largely due to a
greater number of producers. The price drop, coming at the same time
as Brazil’s collapse in production, has cut the country’s cocoa export
carnings from more than $1 billion per year in the carly 1980s to just
one-fifth that level today. The effect has been calamitous.

The disease has displaced hundreds of thousands of workers who
made their living in the nation’s cacao groves, which are centered in the
coastal state of Bahia. On the outskirts of Ilhéus, the region’s main city,
half of the cocoa-processing plants are idle, and estate mansions, once
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brimming with servants and riches, now sit empty amid uncultivated
ficlds.

“The landowners are just letting the weeds take over their land,”
laments Joio Alves da Silva, who had worked in the now-abandoned
cacao fields to support his five children.® The blight has Icft a tragic sit-
uation; morc¢ than 150,000 workers have been laid off by the planta-
tions. Their families live in villages of plastic tents perched on the side of
the road, and cven if the outbreak of witches’-broom ultimately can be
controlled, it is unclear how much their fortunes will improve. By then,
therc may not be a cacao tree left in Bahia.

It the local effcet has been devastating, Mars scientists fear that the
fungus plaguing Brazil could jump continents to Africa and Asia, threat-
ening worldwide production. The company sees itself in the unique
position of being able to fund and conduct the type of high-level, exten-
sive research needed to prevent further catastrophe.

“What we’re trying to do is something that’s never really been done
before, and that is a major resurrection of a significant growing region,
some 600,000 hectares,” said Martin Aitken, director of Mars’s facility.”

There is a long history of chocolate manufacturers working to im-
prove cultivation techniques. The practice was started by British confec-
tioners at a time when many of the major cocoa-producing nations were
British colonies. Indeed, cocoa production was introduced to most of
these nations by the British, French and Dutch governments at the
behest of their confectionery industries. The British established research
facilitics in Trinidad, Ghana (formerly the Gold Coast), Nigeria and
Cameroon, among other places. This tradition has since been adopted by
U.S. manufacturcrs, working under the aegis of the Chocolate Manufac-
turers Association and the American Cocoa Research Institute (ACRI).

The ACRI engages in a wide range of scientific study on behalf of the
major players in the industry, which provide all of its funding. Its re-
searchers have worked hard to develop means of dealing with all of the
problems that beset Theobroma cacao. Present techniques for protecting
and nurturing the crop rely on the proper application of a varicty of pes-
ticides, fungicides and fertilizers. But even where thesc measures arc
technically possible, many small cocoa growers lack the understanding
or ability to carry them out properly. These chemicals are also very
expensive, and many farmers arc unwilling or unable to spend the moncy
they require.

Hans Scheu, who oversaw the purchasing of beans for Nestlé
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THE CHOCOLATE BAR ON
THE GROCER'S SHELF BEGINS
WITI A MACHETE'S SLICL
IN THE TROPICS.

between 1962 and 1975, remembers how difficult it was to get farmers
to adopt modern agricultural practices. “We spent millions of dollars in
outrcach in West Africa,” he said. “But the money madc no difference.
No matter how many times we tried to tell the farmers how to spray and
when to spray, we'd come back and there would still be no pesticides.”

In any casc, these modern growing techniques have come under in-
creasing attack in recent years. After decades of chemical spraying, cocoa
trees have become more and morc vulnerable to disease and infestation,
and growers on large plantations are finding it more and more difficult
to maintain their yields. The use of chemicals has also drawn criticism
from environmentalists, who charge that cocoa is being cultivated with
irresponsible and unsustainable methods.

The Committee for a Safe and Moral Food, a new environmental
advocacy group, has accused cocoa producers of destroying millions of
acres of rain forest in the Ivory Coast, Indonesia and Brazil to make way
tor their crops. Dan Bradfield, exccutive director of the Committee,
notes that cocoa production is “roaring toward a world production
record” and suggests that all the talk about a cocoa shortage is merely a
hoax by producers to cover up their “long record of environmental
exploitation and destruction.”
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Ironically, cocoa is one of the few cash crops that can be grown within
the rain forest, providing revenue and jobs in an environmentally
triendly way. This fact has led to a growing number of “organic” choco-
late products from companics such as Cloud Nine, Rapunzel and
Newman’s Own, which promote their products as healthier, eco-friendly
alternatives to traditional chocolates.

The ACRI is also working to develop more sustainable means of
cocoa cultivation. The group is trying to identify and enhance discase-
resistant cacao trees. Other ongoing projects in this area include genetic
engineering of trecs to improve the durability, yicld and flavor of the
beans; grafting techniques to rapidly copy superior trees for quick dis-
semination; pollination programs to increase the number of flowers on
each tree that develop into pods; and maintaining an extensive inventory
of natural and cultivated strains to preserve the genetic diversity of the
specics.

Despite such efforts, cocoa farming remains a rather rudimentary
operation in most of the world. After the pods have been cut down from
the trees, the farmers slice them open with their machetes and scoop out
the contents onto banana leaves or woven mats. The pods are filled with
a thick, white mucilaginous pulp. It is believed that the pulp—which has
a sweet-and-sour taste—is what first attracted animals and humans to the
tree. South Americans still make a fermented drink from the pulp, which
is considered a delicacy.

Embedded in the pulp are the treasured beans, each about the size of
an almond. They vary in color from white to dark purple, depending on
the variety and flavor. There are forty to fifty beans per pod, and it takes
more than 350 beans to make a single pound of chocolate.!® But fresh
from the pod, the beans are far from being ready for market. First, they
must be fermented and dried—a process critical to bringing out the
chocolate flavor.

The beans and the pulp are dumped into wooden boxes, covered
with leaves and left to sit for scveral days. During this time, microbes
develop and feed on the pulp, converting it to alcohol. As rhe fermenta-
tion process continues, the beans change in color and flavor, losing
much of their bitterness and beginning to take on the familiar taste of
chocolate. Next, the beans arce dried in the sun or sometimes in mechan-
ical dryers, industrial-sized ovens that slowly bake the beans until their
moisturc content is less than 7 percent. Finally, the beans are bagged in
burlap sacks, and in West Africa, they are largely sold to government-run
marketing boards, rclics of colonial rule.
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The boards control the entire cocoa crop, arranging for its shipment
and export to producing countries. Although the boards receive market
price for their beans, they pay farmers only a fraction of what they earn,
often less than half the world price. The rest is kept in the government’s
coffers.

More than 80 percent of the annual worldwide harvest—2.5 million
tons of beans in 1997—is purchascd by just a dozen or so companies.'!
In addition to the Marses and Hersheys of the world, there are giant
food processors like Archer Daniels Midland and Cargill that convert
beans into products used by the broader food industry. These giant pur-
chasers play a cat-and-mouse game with one another, trying to minimize
the price they pay on the commoditics exchanges in London and New
York. They have turned the purchase of beans into a cloak-and-dagger
enterprise, depending on high-tech wizardry, intclligence reports and
nerves of steel.

Each company guards its positions and intentions with the utmost
care, the way the Pentagon guards its contingency plans. Hans Scheu,
president of the Cocoa Merchants Association, recalls his days as a buyer
for Nesté, and still has trouble bringing himself to discuss any details of
his purchases in the 1960s and 1970s. “I guess I can tell you now, [we
bought| about sixty or scventy thousand tons,” he said. Then, smiling
sheepishly, he paused and added, “Actually, we bought a lot more than
that. But it was a big secrct. You don’t go around telling cverybody the
quantities you buy because it just shows your vulncrability. There’s a
whole industry out there to make guesses at what Nestl¢ [and the other
candy makers| arc doing. But they can’t get it accurate, the cxact
amount is a real trade secret.”

A former Hershey cocoa buyer went even further, admitting that
Hershey somcetimes sold off its cocoa holdings to trigger a decline in the
market. Bur the market didn’t always respond to such tactics. After all,
the other players in the market are no naifs. In fact, this trader allcged,
the markets were being churned by a devious group of “high-rolling
cocoa bean gnomes” based in Switzerland, Licchtenstein, Tebanon and
the United Arab Emirates.

Whatever the truth of that claim, commodities trading has always
been a dangerous game, a fact Milton Hershey learned carly on. In
1936, Hershey watched the price of beans begin to climb, from 5.4
cents per pound to 6 cents, then 7. Concerned that his costs would sky-
rocket, he dove into the market, purchasing enormous quantities of
bcans as the price continued to rise. By carly 1937, when cocoa beans

238 o Tut EMPERORY OF CHOCOLATE



reached 13 cents a pound, his decision looked like a stroke of genius.
But then the market turned.

As prices tumbled, Hershey scrambled to save his investment. He
jumped into the market again, ordering his traders to buy more and
more and more, hoping his purchascs would stabilize the market price.
As the year wore on, Hershey’s stockpiles of beans grew as his bank
accounts shrank. Desperate to keep his position alive, he turncd to the
banks, borrowing $17 million—an outrageous amount, equal to half a
year of sales—to finance his speculation.

For a brict moment, it scemed Hershey had staved off disaster. But
then rumors started swirling in the cocoa pits that the only thing prop-
ping up the price was Hershey’s willingness to buy and store huge quan-
tities of beans. Overnight, inventories poured onto the market and
speculators sold short, betting he could not hold off a price collapse
much longer. The market broke, and by the time it was over, cocoa bean
prices had plunged to 4.89 cents per pound. Hershey’s losses were stag-
gering, at least on paper.

In the end, the huge inventory of beans turncd into a major boon for
the company. When World War 11 caused supplies to collapsc and prices
to soar, Hershey had a tremendous reserve on which to draw, giving the
company the mcans to maintain production despite wartime shortages.
But not all of Hershey’s speculations had such happy endings.

In the 1920s, Hershey came close to losing the company, though this
time the villain was sugar. During World War I, as sugar prices rosc, Her
shey launched his Cuban sugar operations, hoping to insulate himself
from futurc market shortages. But by 1920, his mills were still not pro-
ducing enough sugar to satisfy the company’s needs. The price of sugar
was rising once again, and Hershey began an carnest study of graphs and
charts of statistics on the sugar market’s fluctuations. He convinced him-
self that prices would keep climbing and by August, he was buying large
quantities on credit, at prices as high as 22 cents per pound. When a
trader offered him 23 cents for his contracts, he declined, holding out
for 25.

But the market never rcached that high. As the speculative bubble
burst, Hershey was forced to close out his contracts for a paltry 2 cents.
The losses were so massive that Hershey had to mortgage the company
to the National City Bank. The bank imposed a manager who took
charge of both the Pennsylvania and Cuban enterprises until 1922,
when Hershey had recovered cnough to refinance his debr.

At a dinner party years later, when a guest quoted some statistics to
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makc a point, Hershey rejoined: “Statistics hell! Statistics lost me seven
million dollars in seven days.”

The company has since taken a more conservative approach to the
commodities markets. Hershey’s former secretary, who oversaw the
company’s bean purchases in the 1970s, said Hershey no longer specu-
lates. “Mr. Hershey could have done that initially, when he owned the
whole company,” said Uhrich. “But not when they have stockholders
and all that; they can’t do that.” Today, the company insists, it uses the
commoditics markets strictly to hedge its risks.

Twice a week, Hershey’s Cocoa Bean Committee meets to determine
how Hershey should react to the latest market developments. The com-
mittee consists of the company’s top managers and commodities special-
ists, who keep in constant contact with Hershey’s commodities buyers in
New York. It is the committee’s job to insulate Hershey as much as pos-
sible from the markets’ constant volatility, and it does this largely
through a risk-management technique known as hedging—the use of
financial contracts to try to eliminate future gains or losses.

For example, by purchasing today the right to have beans delivered in
the future—a “futures contract”—the company can lock in the current
pricc, protecting itsclf from the threat of price increases. Conversely, if
Hershcy cxpects prices to drop in the futurc, it can sell its futures con-
tracts. Anothcer financial instrument Hershey can use is the “option,” the
right to buy or scll a commodity at a given price for a fixed period of
time. A call option gives Hershey the right to purchase beans in the
future at a price set today, protecting it from price incrcases. A put
option gives Hershey the right to sell beans in the future at a price set
today, protecting it from price decrcascs.

Ultimately, hedging cannot fully protect a company the size of Her-
shey, which purchascs hundreds of millions of pounds of raw ingredients
each year. If cocoa or sugar crops fail, world prices invariably risc and
Hershey feels the pinch. But by combining these techniques, Hershey
tries to stabilize the cost of its ingredients.

In contrast, Mars views the volatility of the commoditics markers as
an opportunity rather than a threat. Former Mars executives say the
company carns as much money trading futures as it docs sclling candy
and pet food. The company has an entire division devoted exclusively to
analyzing the markets and predicting future price movements.

“Mars is very aggressive,” said a former top cxccutive. “They play the
markets to win, not like other companies. They are very sophisticated,
very high-tech. . . . [Forrest Sr.| prided himself in his understanding
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of the markets, and he made Mars tops when it came to working the
numbers.”

Forrcst’s approach grew out of his own early failures. Likc Milton
Hershey, Forrest gambled on cocoa futures in the 1930s and “nearly lost
[his] shirt.” He vowed that, thereafter, he would beat the markets by
knowing more, and knowing it sooner, than anyone clsc. He hired
“cocoa spies”—as they are known in the trade—to travel through Africa
and South America, inspecting the crops and trading gossip with brokers
and growers. And he employed scientists to study the way weather,
plagues and pests affected the growth of the trecs to help him make
more accurate predictions.

In the 1960s, 2 Mars scicntist named John Baker devised a very accu-
ratc method for counting the cocoa pods on trees in a few plantations
and extrapolating that data to make predictions for the entire crop. In
the days before satellite technology and computer simulation, his tech-
nique gave Mars an invaluable edge over the rest of the players.

Today, Mars has continucd that tradition by staying at least two steps
ahead of everyone else in the business. The company pioneered the prac-
tice of renting satellite time to watch the world’s weather patterns. Mars
also employs some of the most skilled statisticians in the world to help it
predict the combined cffects of weather, economic trends, consumption
patterns, political developments and myriad other factors on cocoa,
sugar and peanut prices. It has a staff of traders who do nothing but
watch the markets, looking for opportunities to turn pricc movements
into company profits.

On a visit by this author to Mars’s headquarters in McLean, company
officials shared some of their satellite images and spoke proudly of the
computer models they had developed to forecast the quality and size of
upcoming harvests. Though it scemed a highly uncharacteristic display
of corporate confidences, Mars officials couldn’t help but brag, knowing
that I would not learn enough to be of use to the competition. At the
time of my visit, the company was following the possibility of flooding in
Georgia that would threaten the upcoming peanut crop. Acting on the
latest information, the company had been shoring up its position.

Mars’s scientists visit McLean once a month to share the latest data
and forecasts with the Mars brothers and their top associates. Based on
their presentations, the company develops its long-range strategy.

If Mars cannot get the information it needs on its own, it is not
beyond asking the federal government for help. In 1981, Mars turncd
to the CIA for information about the cocoa and chocolate industry in
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the Soviet Union and Eastcrn Europe. In response to Mars’s inquiry, the
agency went against its own policics and prepared a special new report,
entitled “Soviet Exports and Imports with Selected Commodities,
1970-79.” The selected commodities were cocoa beans, cocoa butter
and cocoa liquor.

In 1985, a reporter discovered this unusual exchange, and wrote a
scathing article for The Nation, revealing the details of the special treat-
ment Mars received and claiming that CIA director William Casey had
personally ordercd his staff to help the company with the information it
was sceking. A former Mars employee explained that Forrest and Casey

were friends.12

Gg/[ars’s aggressive tactics have paid off handsomely over the decades.
While the run-up in ingredient costs in the early 1970s led Hershey to
run scared, pulling its nascent advertising, the wildly fluctuating cocoa
and sugar markets gave Mars an opening fo go for the jugular. With its
commodities expertise—and the fact that its bars arc made with cheaper
ingredients than Hershey’s—Mars was able to absorb the increased costs
in a way Hershey could not. Instead of retreating, Mars pressed the
attack, boosting its advertising spending and pushing Hershey to the
back of the candy aisle.

This stunning offensive was the brainchild of John and Forrest Jr.—
their first bold move after being handed the reins of the company their
father had so brilliantly built.
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THIS ADVERTISEMENT, WHICH
APPEARED IN THE SATURDAY
Evening PosT IN | 948, wAS
PART OF AN INDUSTRY-WIDE
CAMPAIGN TO PROMOTE THE
NUTRITIONAL VALUE OF CANDY.

OHN MARS NEVER knew what he wanted to do with his
life. Growing up in the Mars houschold, the only thing he was sure
about was that he would have to get a job. Though his father was one
of the wealthiest men in America, John and his siblings knew noth-
ing of riches growing up. There were no Lamborghinis in the Mars
driveway, no kidney-shaped pools in their backyard and no servants
in their home. In Forrest Mars’s house, no one got anything he or
she didn’t work for. The Old Man ran his family the same way he ran
his businesses. There were no free rides, no shortcuts and no excuscs
for failure.

Life with Forrest was one long lesson in perfection. If Lorrest
loved his children, he showed it by critiquing them at every turn. He
never told his children he was proud of them. He never praised them



or gave them credit for their accomplishments. And he rarely showed
them affection.

Anything less than one hundred on a test, or, God forbid, a B on a
report card, was met with scorn. As a child, Jacqueline fell in love with
horscback riding. But when she didn’t place first in a dressage competi-
tion, Forrest took her horse away. He was even tougher on his sons.
John and Forrest Jr. could show no sign of weakness or cmotion. And
all of the children were expected to be unfailingly polite and perfectly
obedient.

Forrest’s approach to fatherhood is best captured in the scencs that
took placc night after night at the Mars dinner table. He turned meals
into inquisitions, mercilessly cross-examining his three children about
their schoolwork, fricnds, pastimes—every aspect of their lives. He
would test them with logic problems, pose insoluble riddles, taunting
and pushing them to prove themselves to him. To this day, John, Forrest
Jr. and Jackie view mecaltime as an ordeal. “The Mars children have a ter-
rible time with food,” said onc intimate acquaintance. “’T'hey arc all yo-
yo dieters, they never sit down for a meal. They have awful recollections
surrounding food and their father.”

Friends say the brothers were rclicved when Forrest packed them off
to the Hotchkiss School, a prep school where they spent much of their
youth. But even at Hotchkiss, the Mars offspring were haunted by their
exacting father. He kept close tabs on their performance, threatening to
disinherit them if they didn’t live up to his expectations.

Moreover, their father’s frugality was a constant source of embarrass-
ment. While their wealthy classmates had plenty of spending money,
fancy clothes and socicty lifestyles, the Mars boys lived like paupers. As
one of their classmates recalls: “Nobody knew who Forrest [Jr.] was.
You certainly couldn’t tell from looking at him that his father and
mother were wealthy. T used to think he was here on scholarship.”

But Forrest’s severity was not without purpose. Forrest had seen too
many rich boys squandcring their wealth during his days at Yale in the
1920s, and he vowed that his children would never follow that path. For
all of his moncy, Forrest loved to tell his sons, “There is nothing like
being broke.” Forrest never stopped reminding his children that he had
come from nothing, a poor boy in the backwoods of Saskatchcwan. Like
a broken record, he endlessly lectured them on how he had earned his
way in life—the scholarship to Berkeley, his first job in the cafcteria, scll-
ing tics to the boys at Yale. He had earned his rewards through hard
work and unwavering determination.
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Forrest wanted his children to do the same, to forgo the trappings of
wealth and the idleness that comfort and contentment can bring. And he
succeeded. Today, the mere suggestion that John or his older brother
could have lived a leisurely life is met with puzzlement by family mem-
bers. “If you’ve figured out a way to make a living without working, I’d
certainly like to know,” John asked me, matter-of-factly.

Neither John nor Forrest Jr. was eager to cnter their father’s business,
to work under his constant shadow and endure his unending criticism.
But in the end they had little choice; so long as they were going to have
to work, they might as well work for a company that they could one
day own.

For Jackic, the story was slightly different. Friends say that although
Jackie is extremely bright and capable, she was never encouraged to play
an active role in Mars, though she owns one-third of the business, just
like her brothers. It is only in recent years that she has joined the man-
agement team, taking the title of executive vice president in addition to
her post as director. She spends her time looking after the company’s
marketing activitics and helping set the direction for new products.

John and his brother are co-presidents, dividing responsibilities along
lincs of intercst. Less outgoing than Forrest Jr., John is often described
as the chief decision maker—the brains of Mars—and credited with lead-
ing the company’s push toward global supremacy.

John says he decided to major in industnal engineering at Yale not
because it was his father’s major, but because “that was the only degree
that didn’t require writing a thesis.” After serving in the U.S. Army from
1956 to 1958, he took his marching orders from his dad. His first
assignment from Mars was to start a pet food company in Australia.

“Somebody handed me a planc ticket and said, ‘Hey, that’s what you
do. You go to Australia,”” he recalled of his first days on the job. “I
didn’t go with anything. A tickcl—a one-way ticket. And my wife turned
up a couple of weeks later.” To this day, one of his responsibilities is to
oversee the company’s pet food opcrations worldwide.

The route of Forrest Jr.—who oversecs the candies division—wasn’t
so dircct. A member of the Yale class of 1953, he majored in economics,
and then scrved as a finance officer in the army. At the end of his tour,
he joined the accounting firm of Price Watcrhousc in New York, which
had long donc business with the family. In 1955, he married Virginia
Mac Cretclla, the daughter of a congressman from New Haven, Con-
necticut. They lived in New York for years before he finally launched his
carcer with Mars.
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Like his father before him, Forrest Jr. started out by building a busi-
ness virtually from scratch. His first assignment, in 1960, was to oversce
the opening of Mars’s new headquarters—two rooms above a dress
shop—on Fiftcenth Street in downtown Washington. (Forrest Sr. chose
to rclocate 10 D.C. for several reasons: Tt was the capital, it had a new air-
port and it was close to his farm in The Plains, Virginia, where he loved
to go fox hunting.) But a year later, he was dispatched to Veghel, in the
Netherlands, where he built a new candy factory to scrve the European
continent.

'I'heo Leenders, who worked at the Veghel plant in thosc carly days
and is now a company manager, says Forrest Jr. would spend all night in
the factory trying to impress the importance of quality and cfficiency on
his workers. “There they are, standing there in the middle of the night,
and the boss comes along to chitchat. That really said something,”
recalls Leenders.

But no amount of hard work seemed o please Forrest Sr.

Never one to mince words, he would lash out in anger whenever he
found the slightest flaw in cither son’s performance. These degrading
scencs often took place in front of other executives, some of whom still
retain vivid memories of Forrest Sr.’s tirades. “Hc was terrible to them,”
says onc longtime associate. “He would shout and call them dumb and
stupid. IIe would harangue them over the smallest detail. Everyone in
the room would fall silent, and you could hear him screaming all the way
into the factory. It was horribly embarrassing.”

In 1961, three days before it was scheduled to open, the Veghel plant
caught fire and burned to the ground. When Forrest Sr. heard the news,
he flew into a rage. Although observers said the fire was beyond his son’s
control, Forrest Sr. demanded apologies over and over again. Forrest Jr.
spent the next nine months rebuilding,

John received his own lessons in humility. Once, at a meeting of
advertising cxccutives in West Germany, Forrest Sr. ordered his younger
son—who was twenty-nine at the time—to get down on his knees and
pray for the company. John quictly obceyed, remaining on the floor for
nearly an hour as the executives discussed the company’s marketing
strategy.

Former Mars associates say these experiences have haunted the broth-
ers for years. It’s taboo, they say, Lo cven mention The Old Man in their
presence. But Stegemann tells a different story. Forrest Mars, Sr., he
says, was preparing his company for the future, and in the end he gave
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his sons the most generous gift he could: In the fall of 1973, he turned
ownership of Mars, Inc., over to his children. Tt was a remarkable step.

One of the unmistakable traits of most successtul cntreprencurs is a
possessivencss, an insatiable need for control. The compulsions that
bring men like Forrest Mars to the top, however, arc too often also their
undoing. Many a family dynasty has been wrecked by a dominccring
patriarch unable to pass the baton to the next generation. But Forrest
Mars never wanted control for control’s sake. Like Milton Hershey, For-
rest was a dreamer, never one to be tied down to the mundane toil of
running a company. Now that he had subdued his father’s company and
established Mars as a dominant power in the industry, he was ready for
new conquests. And so he gave away his stock, resigned his offices and
simply walked away.

“He recognized that as long as he was around, they could never take
control,” Stegemann said, “I don’t think there are many people of his
status around the world that have cver done that—said, ‘Here’s the
end of the pool. T gotta kick you in it. Good-bye. I taught you how

N

yeunaway inflation. Oil embargoes. Price controls. T'his was the ter-
rain of the 1970s, across which John and Forrest Jr. had to negotiate
their newly acquired company.

The stagflation of the 1970s was brutal for many businesses, but
there were troubles unique to the candy industry. Consumption of
candy was up, but cocoa crops were down, driving the price of chocolate
steadily upward. While every candy maker was feeling the crunch, what
was trouble for some firms was opportunity for others.

When the Mars brothers heard that Hershey had canceled all of its
advertising, they knew they had been handed a gift. It had always been
their father’s goal to be the No. 1 candy maker in America, and IHershey
had given the brothers the chance to accomplish what their father never
had. Revenues were down, and they were new at the helm, but the
brothers-agreed to take a calculated risk. With Hershey in retrcat, Mars
would go after the U.S. market as forcefully as it could. In 1972, the
brothers ordered a massive increase in advertising and promotions,
determined to wrest sales from Hershey no matter what the cost.

The marketing blitz was backed up by the most aggressive sales force

to swim.
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in the industry. They were a sophisticated, determined and motivated
crew, famous in the candy industry for their gutsy brand of retail warfare.
For John Strong, the head of Mars’s West Coast rcgion, thosc days were
a dream, a whirlwind of cnergy and excitement. Strong called in his
“warriors,” as he referred to them, and ordered them to press the attack;
for the next three years, Strong’s men pushed Mars candy into cvery

possible outlet whilc pushing Hershey out.
“We were like armed thugs out there,” Strong said. “We had Hershey

running scared.”™

Strong’s men traveled from store to store across Washington,
Orcgon and California, slashing open case after case of candy bars and
piling them up onto the shelves as fast as their box cutters could fly.

“We were brash. We were tigers,” Strong remembered, “kicking
them around and pressing and pushing and stacking and whacking.”

Strong and his men rarely came across Hershey reps. Perhaps it was
because the Hershey guys were never in the stores, but Strong recalled
one day, in a Safeway out West, when the Hershey rep saw him coming
and disappcared—hiding in the canncd goods aisle.

“So I thought I would have some fun, and I walked back there and
asked him what the hell he was doing back in canned foods. ‘The candy
is over here,’” 1 told him. I thought the poor guy was going to shit a
brick.

“And do you know what he did? He asked us—I mean be asked us—
is it all nght if 1 put these Reese’s boxes up here on the top shelf?”
Strong told the rep to go ahead, but the minute the Hershey salecsman
walked out of the store, Strong stashed the Reese’s boxes in the back.

‘T'his was the way Mars operated all around the country. Recognizing
that some 70 percent of all candy is bought on impulse, Mars salesmen
persuaded merchants to put candy displays near the cash registers. And
there was nothing a Mars guy wouldn’t do to get his products on those
racks, whether that meant sending free candy bars to the storc manager’s
children or “accidentally” knocking Hershey bars off the shelves. What-
cver it took, they were going to make sure that when you reached for a
piece of chocolate, your hand would find a Mars product rather than a
Hershey bar.

The Mars strategy was successful, although no one knows how much
profit Mars sacrificed during the tumultuous period between 1970 and
1974. Analysts cstimatc that Mars lost tens of millions of dollars, but
what they bought with that money was the position as America’s No. 1
candy maker. Mars’s triumph made headlines around the country. They
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had finally put Hershey in its place, and it looked as if the brothers had
arrived.

Mars’s ascendance, however, came at a uniqucly difficult time for
everyone in the candy industry, as issues that had been brewing for years
finally crupted in the sugar scare of the seventies.

é,vcr since chocolate came to Europe, it had suffered its detractors,
who tried to link it to all sorts of evils—from illness to obesity to tooth
decay. But the public paid little attention. Now, however, chocolate was
making conspicuous and pcrsistent appearances on Saturday morning
TV—stirring pleas no parent could ignore—and a general backlash
against the industry had begun, fueled by government studies and
attacks in the media.

The Center for Science in the Public Interest (CSPI), a nonprofit
health advocacy group founded in 1971 by Michael Jacobson, was the
catalyst for the controversy. Jacobson targeted the candy industry in the
same way hc has recently targeted the nutritional content of movic pop-
corn, Chinese food and McDonald’s products. In 1972, he coined the
phrasc “junk food” in reference to candy and other unhealthy snacks.
Thesc two words knocked the industry upside down over night. Jacob-
son went on to say that candy was full of “empty calories”—another of
his famous expressions and a claim that Mars and others in the candy
business would go to sometimes ridiculous lengths to disprove. Clcarly,
the industry had run up against a food fad, onc of those periodic crazes
that rule over the diets of Americans, and the impact of the sugar scare
was extraordinary, with per capita candy consumption dropping by 25
percent in the carly 1970s.

But concerns and scares about the nutritional content of candy and
chocolate were nothing new.

In the United States in the carly 1900s, there were charges of lead in
chocolate. Dr. John Kellogg (of the famous cercal family) refused to
serve cocoa at his Florida sanitarium becausc, he said, it was poisonous.
In England in the 1940s, there were charges that arsenic in cocoa was
killing pcople. And in the mid 1970s, Mars pulled its red M&M’s from
the market, following FDA reports linking certain food colorings to
cancer.

To help fight such perceptions, the industry sponsors studies on the
various cffects of food on the human body. Hershey has long been a
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major contributor to the Nutrition Foundation, which has conducted
extensive research on candy and health.! In the 1950s, the company
even provided wall posters to schools, extolling the wholesome virtues
of the cocoa bean and chocolate. The National Confectioners Asso-
ciation and the Chocolate Manufacturers Assoctation were the prime
sponsors of a 1994 scientilic conference at the University of 'lexas
Southwestern Medical Center aimed at understanding some of the spe-
cial properties of cocoa butter and chocolate. They found that stearic
acid, a major fatty acid in cocoa butter, does not raise blood cholesterol,
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and that milk chocolate as part of a daily diet did not raise blood choles-
terol levels in healthy men, even suggesting that chocolate might lower
cholesterol levels. The results appeared on the front page of The New
York Times, in the health section of The Washington Post and on more
than fifty major television stations across the country.

Thesc claims gained added support in 1997, when researchers (not
funded by the chocolate industry) found that chocolate contains phenol,
an antioxidant found in red wine that is believed to reduce Lhe risk of
heart attacks. In a letier published in the British medical journal Lancet,
the rescarchers reported that “chocolate can contribute a significant por-
tion of dietary antioxidants, and the pleasant pairing of red winc and
dark chocolate could have synergistic advantages beyond their comple-
mentary tastes.”? However, as Andrew Waterhouse, one of the scientists
who produced the study, is quick to add, the calorics and fat content
of chocolate keep it from being a health food. “We certainly aren’t
suggesting that people start eating chocolate to prevent coronary heart
discase.”?

But the industry has long e¢xtolled the health benefits of confec-
tionery. At the turn of the century, Milton Hershey lauded the virtues of
milk chocolate in literature for his product, writing: “Hcrshey’s steril-
ized milk chocolate is specifically recommended for cyclists, athlctes,
Ladies and Children. It is most sustaining, being amalgamated by a spe-
cial process with the finest fresh milk. Every hygicnic care is taken in the
selection and treatment of the cows who supplied the milk by the com-
bination of the two substances of which it is composed (chocolate and
milk). It makes a delicious article of food.™*

Hershey always made a distinction berween chocolate and candy. To
him, chocolate was “not merely a sweet™ but a nutritious food. He often
stated that an ounce of chocolate provided more energy than a pound of
meat, and he forbade anyone in his factory from referring to chocolate
as candy. In 1926, he tried to convince the federal government that
chocolate should be taxed as a food rather than candy, making his point
in an inches-thick brief wrirten to the Supreme Court of the United
States. Although he backed his claim with historical “proof and opin-
ion,” the Court held that chocolate is candy, at least for tax purposes.

In a more recent cffort to defend gumdrops and malted milk balls,
the National Confectioners Association claimed that candy “is good for
you—it doesn’t causc acne; it doesn’t make you fat; and chocolate actu-
ally prohibits tooth decay.”® In 1966, the NCA went so far as to suggest

[N
G o

MARS A1 IACKS @



O” ; 44

Sweetest

Tins 1929 ADVERTISEMENT
IS ONE SMALL PART OF TIHE
INDUSTRY'S LONG-STANDING
EFFORT TO CONVINCE THE
PUBLIC THAT CANDY IS
NUTRITIOUS. [T READS, IN
PART. “REMEMBER—TIERE'S
WY r MOKE THAN SWEETNESS IN
x’“(:g “ CANDY, THERE'S HEALTH AND
' ‘ WHOLESOME ENCRGY, TOO.
BLCAUSE CANDY IS GOOD

National Cc'mdq Week- Oc;r IS 1019 Fok youl”

that candy could actually help pcople lose weight. “The plain truth is
that the problem of overweight is directly related to avereating gener-
ally,” an industry spokesman told the Chicago Tribune.® “It is also a fact
that because candies raise the blood-sugar level, which makes them
excellent fatigue fighters, pcople can depress the appetite. Theretore,
candy is a good reducing aid.” One survey showed that 56 percent of
rcgistered dietitians ate chocolate once a week themselves, and claims
that candy actually helps people stick with their dicts persist to this day.”

In the 1980s, the industry released a brochure cntitled “A Chocolate
a Day Keeps the Dict Blues Away.” Tt included dieting tips and calorie
counts of different chocolate products. Other such brochures compared
chocolate and candy to foods like carrots, bananas, raisins and peanut
butter in terms of providing essential nutrients as part of a daily diet.

For every charge leveled at candy and chocolate—coneerning their
rolc in obesity, illness and tooth decay—the industry has shot back with
cverything from scientific studies to slick marketing ploys, and at times
the ractics and rhetoric have reached desperate levels.

Mars, in particular, responded to CSPD’s attacks by going on the
offensive, giving its advertisements a brand-new face-lift. In its more
inspired moments, Mars madc Snickers and Milky Ways appear as whole-
some and nutritious as an apple or a bowl of vatmeal. Their message was
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clear: Candy is good for you. “A Snickers really satisfies” . . . so go ahead
and cat onc. It’s madce from milk, fresh cggs, pcanuts and other nutri-
tious ingredients. It is energy-packed food—*“a Snickers a day helps you
work, rest and play.”

In another ad, they were brazen enough to show a glass of milk
“magically” turning into a Milky Way bar. The Federal Trade Commis-
sion took cxception to the ad, resulting in a consent order under which
Mars agreed not to misrepresent the nutritional value of its products.®
Still, Mars continues its efforts to link candy and health. In the 1980s,
Mars began 1o [cature athletes eating Snickers bars in their commercials.
The company is also a major sponsor of the World Cup soccer champi-
onships, and even paid $5 million to have Snickers and M&M’s named
“the official snack foods of the 1984 Olympic games.”

The industry spends just as lavishly to ensure that its voice is heard by
our clected officials. The National Confectioners Association employs a
full-time lobbyist, Steve Lodge, who is active on legislative mattcrs rang-
ing from sugar and pcanut price support programs and nutrition label-
ing laws to international trade. The association is very popular on
Capitol Hill for the many candy-related perks it provides to members of
Congress and their staffs. Every Secretary’s Day, for cxample, the NCA
delivers bags filled with chocolate and candy to the sccretaries in each
congressional office. Tn recent years, the association has also sponsored
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an claborate Halloween party for congressmen and their families, in
which thousands of pounds of candy are distributed.

The association also stocks the Senate Candy Desk, a repository of
confections always available on the Senate floor in case an clected official
or aide nceds a quick encrgy boost. When Senator John McCain passcd
control of the Candy Desk to Slade Gorton in 1989, he quipped, “It was
an incredibly sweet cxperience on my tour of duty. . . .” (According to
the NCA, both senators have been active supporters of its positions on
sugar and tradc.)

And candy manufacturers don’t limit their lobbying efforts to the
government. In the early 1990s, thousands of dentists received newslet-
ters from the Princeton Dental Resource Center with reports on dental
health and fighting cavitics. The center asked the dentists to pass them
on to their patients. The newsletters contained the rather surprising
news that eating chocolate could be as beneficial as cating an apple a day.
What the dentists weren’t told was that the Princeton Dental Resource
Center was primarily financed by Mars.®

The attorney gencral of New York responded by suing the Princeton
Center for misrepresenting dental information. The center paid $25,000
and agreced to disclose its relationship with the candy maker in futurc
publicanions.'®

But this wasn’t the company’s only misstep in addressing public
health concerns.

When Mars retired its red M&M’s, it was responding, wo growing
fcars of carcinogens in our water, food and air. In 1976, the FDA re-
leased a scries of studies linking cancer with food colorings, including
red dyes *2 and #40. ‘L'he brothers reacted by yanking red M&M’s from
the market—even though the candies never contained the dyes in ques-
tion. Unfortunately, instead of reassuring consumers that M&M’s were
safe, the move only succeeded in arousing the belief that M&M’s had
been bad for us all along.11

It took more than ten years for Mars to return the red candies to its
lineup. All that time, associates and customers scrcamed about the
bland, boring mix of M&M colors and beseeched the brothers to reverse
their decision. But John and Forrest Jr. didn’t listen. Then, in 1982, a
student from the University of Tennessee founded the Socicty tor the
Restoration and Preservation of Red M&M?’s. He began a letter-writing
campaign and gave dozens of intcrviews to the media. The public out-
cries grew, fucled by Mars’s decision in 1985 to include red M&M?s in




its Christmas holiday assortment. With great fanfare, in 1987, the com-
pany finally reintroduced the red M&M to its regular lineup.

But Mars associates and industry insiders were unimpressed. They
said Forrest Sr. would have never pulled the red M&M in the first place,
bowing to public hystcria the way his sons had; but by then, cveryonc
around the brothers must have realized that things had changed at Mars.
They wcre not, after all, like their father.

o

G%: years of subservience and chastisement have taken a terrible toll
on John and Forrest Jr. To this day, ncither will ralk about the man who
built the company they now lead, and any mention of him in their pres-
ence invites a harsh rebuke.

When the brothers took control of their father’s company they knew
they could not repeat his act of creation. Instcad, it was up to them to
preserve and expand their father’s empire without marring the intricate
systems that kept it running smoothly, without changing its vital and
cssential nature,

It was a difficult tightrope to walk. On the one hand, they wanted to
assert their independence. On the other hand, they could not rigk the
type of radical changes that arc often used to signal the arrival of a new
regime. Moreover, they had not risen to the top by demonstrated merit,
but by virtuc of their birth. Proving themselves to the company’s associ-
ates was an imperative. And it was not just to the company’s workers that
they were trying to prove their worth. They wanted to show their father,
too, that they deserved the gift they had been given. For John and For-
rest Jr., the goal was parental respect, a reward that would remain cver
clusive,

The determination to prove rhemselves led the brothers to a style of
management that was nothing like their father’s. Where Forrest Sr. had
always set the destination and let his managers find their own way, the
brothers, in an effort to assert their lcadership, clamped down on the
company, diving headlong into every detail of the business. They rou-
tinely second-guesscd managers, and insisted on personally approving
every decision that was made. Where Forrest Sr. was a strategist, John
and Forrest Jr. acted like tacticians.

“Working for John and Forrest Jr. is not like working for a bunch of
anonymous stockholders,” said one former Mars cxecutive. “These guys
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were all over you all the time. There wasn’t a decision that was made that
didn’t have their mark.”

Exccutives who had sometimes gonc years without a meeting with
Forrest bristled at his sons’ hands-on style. At times, the insistence on
control rcached absurd levels. Once hapless manager at the McLean
headquarters remembers raising Forrest Jr.’s irc simply by moving a
potted plant that was blocking his view. When Forrest Jr. saw the plant
in its new location, he shouted, “Who moved that potted plant? No one
moves anything around here without my permission.”

The humiliated associate returned the plant to its original spot, and
meekly asked Forrest to okay the move. “Certainly,” Forrest Jr. replied,
his point made.

According to former Mars associates, Forrest Jr. has a temper like his
tather’s. On a visit to a factory in Europe, he walked over to an associate
who was talking on the phone and asked to speak to him.

“Hold on. I’m on a business call. I’ll be right with you,” the associ-
ate told him.

Furious, Forrest Jr. swept everything off the associate’s desk, and
shouted, “When the boss speaks to you, you drop the phone.”

"The associate was fired on the spot.

John is not nearly as cxplosive as his brother, although he, too, can be
difficult to work for. Once, when John was meeting with an architect to
discuss the building of a new plant, he looked over the detailed draw-
ings. Ignoring all of the elaborate planning, John picked an insignificant
detail on which to drill the architect: “Why is the stair rise five inches?”
he demanded. When the architect could not provide a satisfactory
answcr, John rore up the plans and told him to start again.

Ed Stegemann says incidents like these are merely an act; underneath,
he says, they are warm, rcasonable, even charming. “They’re rhetori-
cians,” Stegemann said. “They’ll do whatever it takes to get the point
across. If that means chewing out a manager, so be it.” Stegemann jokes
thar a successful Mars manager must be one part Teflon, one part stecl.

In fact, there arc few shrinking violets in the company. Workers on
the factory floor are as quick to criticize Mars as the managers; no one—
including the family—is beyond reproach.

“Everyonc here is a pain in the ass,” noted Phil Forster, a thirty-year
veteran. “That’s what keeps us sharp.”

But while the brothers kept a tighter grip on the company than For-
rest cver did, they never dared stray from his stated principles. In fact,
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they codified his management philosophy in a handsomely printed,
twenty-four-page brochure that can be found on desks and tablcs in
every Mars factory around the world.

This bible of corporate rectitude, known to insiders as “The Five Prin-
ciples of Mars,” espouses lofty-sounding themes: Quality, Responsibility,
Mutuality, Efficiency and Freedom. (Onc Mars manager, eager to show
off her dedication to the principles, named the conference rooms in her
building after them; during our interview, we sat in Responsibility. )

While the principles are casily dismissed as platitudes, thcy caprure
some real aspects of the business under the brothers’ leadership.

Principle number two is Responsibility. “As individuals,” the bro-
chure states, “we demand total responsibility from oursclves; as associ-
atcs, we support the responsibilities of others.”

Forrest Jr. once put it this way: “We are responsible to our associatcs,
for without them there would be no Mars. In fact, my brother and [
believe we work for our associates, and not the other way around.”!2
Though this sounds like motivational rhetoric, the brothers do work
awfully hard. They spend 70 percent of each year traveling the globe,
checking on operations. And when they’re in McLean, they often work
eighty-hour weeks.

“Their dedication to the business is mind-boggling, when you think
about it,” said I.ecnders. “How many people do you know worth billions
of dollars who would spend their days going in and out of factories?”

Associates arc expected “to take on direct and total responsibility
for results, excrcising initiative and making decisions as their tasks re-
quire,” the brochure continues. As a symbolic reminder, the brothers
Mars have positioncd a butcher’s block in the middle of the second-tloor
office in McLean. Attached is a plaque that reads: “Hcad on the block
responsibility.”

The notion of responsibility blends into principle number three,
Mutuality, which simply means, “everybody wins.” The brochure insists
that cach business encounter—with the consumer, another associate, a
supplier, a distributor or the community at large—should benefit every-
one concerned; then it poses this rhetorical question: “If we are sclfish in
these relationships and give less than fair benefit in return, how long can
this continuc?”

The fifth principle, and probably the one closest to the brothers’
hearts, is Freedom. In the pamphlet, it’s explained this way: “We need
frecdom to shape our future; we need profit to remain free.” What it
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really means, howevcr, is privacy—in cvery facet of the business. The
brothers believe the best way to determine the company’s future is to
remain private, and privately held.

Being out of the Wall Strect spotlight means Mars doesn’t need to be
concerncd with achieving consistent financial returns. “There’s no SEC,
no stockholders that have to be answered to, and if John and Forrest
want to make investments at the expense of short-term profits, they can
and they’re able to and they do,” said Al Aragona, the retired president
of Uncle Ben’s.

But the privacy issuc extends beyond business decisions to the com-
pany’s public relations—or lack of public relations. If Mars doesn’t have
to communicate with the world, it won’t. The only thing Mars wants the
public to pay attention to is its products.

This is a company that, until recently, wouldn’t even share its finan-
cial statements with its bankers for fear that information might leak.
Company treasurer Vito Spitaleri says Mars “has gotten more sophisti-
cated” about releasing information to thosec who need it, like bankers
and lawyers. But despite its decision to open the company to me, Mars
hasn’t overcome its deep-rooted aversion to publicity.

Although family members agreed to be interviewed, they refused to
be photographed.!* Edward Stegemann, Mars’s general counsel and an
adviser to the family, insisted that a tape recording of Forrest St.’s voice
be destroyed, lest it fall into the wrong hands. And until I presented
Mars with an accurate portrayal of the tremendous size of its business,
officials lowballed sales figures and downplayed the number of associates
worldwide.

Stegemann patiently cxplains that the brothers’ precautions are nec-
essary. A couple of times a year he finds strangers lurking outside the
McLean headquarters. The brothers have been threatened with kid-
napping—at times, forced to hire round-the-clock body guards for
protection.

Gencrous as Forrest’s gift might have appeared, the Mars children
know that it was no simplec blessing.

“|John and Forrest Jr.] work harder than I do,” said Mars senior
cxecutive Phil Forster. “They work harder than anybody else in this
company. And all they get is grief.”
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=7 MicroN HersHeY's HiGH POINT MANSION
y WAS HOME TO THE HERSHEY ‘COUNTRY CrLus
STARTING IN | 930 AND WAS. MADE INTO
CORPORATE OFFICES IN 1978.

NCE A MONTH, or more often if he could find the time,
William Dearden would take his lunch break in the Camelot Room
of Foundcrs Hall. The dining hall could have easily been mistaken for
a fancy restaurant or private club, with its dark wood paneling and
King Arthur motif, were it not for the hundreds of boys and girls
laughing and talking as they ate. Dearden loved nothing more than
thesc visits. He would pick a table at random and join the students in
conversation. With his ready smile and gregarious charm it was easy
for the children to forget that he was a big shot at the company, and
they treated him like one of their own. Together, they would joke
about the food, complain about the tcachers and groan about the
chores.



The students liked to listen to Dearden reminisce about his own days
as a boy at Willow Wood and hear the tales of his encounters with Mr.
Hershey. In the three decades since Milton Hershey’s death, the stories
about him had grown more and more elaborate, blending fact and fic-
tion in a way that continued to fascinate and awe the students, Many of
the tales centered around his supposedly endless wealth: Milton Hershey
gave every boy who graduated $10,000 and a gold watch, went one
story. Another told of his gold-plated china and hundreds of scrvants.
The conversations reminded Dearden of his own childhood, when he
would drcam chimerical dreams about the man who had made his life
possible.

His musings about Mr. Hershey no longer took on the patina of
childish fantasy, but they were no less reverential. Since joining the com-
pany, Dearden’s appreciation of Milton Hershey’s accomplishments, and
gratitude for his remarkable charity, had only deepened.

“Milton Hershey was a giant of a man,” Dearden said, in homage to
Hershey’s character and accomplishments. “He taught mc to be con-
cerned with people, not just with business. He taught me to be caring
toward the helpless.”

For Dearden, the connection to Milton Hershey was personal and
dircct. “At the school, we all thought of him as our guy. He was con-
cerned, and we all knew it. He camc to every graduation, cvery home-
coming. He picked up the tab for everything. Because of Mr. Hershey,
we ntever thought of ourselves as poor orphans.”!

The students of the 1970s might have shared this gratitude toward
Hershey in the abstract, but they could not rclate to him as a real person.
He was a legendary figure, too far removed from their reality to be an
inspiration. But in Dearden, they found that same scnsc of caring and
hope and promisc, proof that no matter their backgrounds, with the
school’s help they, too, could rise to the top.

After eleven years in the executive suite working beneath Harold
Moller, Dearden had been named CEO of the corporation on March 1,
1976. As he went to work cach day from his modest house at 405
Homestcad Road—the strect that led to Hershey’s boyhood home—the
appointment still struck Dearden as unreal, an act of Providence. He saw
his ascendency as confirmation of his life’s mission: to repay Hershcy for
rescuing him.

Dcarden knew that he was taking charge of the company at a difficult
time. In addition to soaring cocoa prices in the carly 1970s, sugar prices
ran wild, incrcasing from 10 cents per pound in 1973 to 66 cents a ycar




later.? As commodities prices soared and inflation ravaged the economy,
Mars had the flexibility and financial strength to respond in ways that
just weren’t feasible for Hershey. As Dearden recalled, “During this
period of the price controls, Mars really stuck it to us, because having no
shareholders, being a private company, they could do anything they
wanted to. . . .”3

But Hershey did not have that freedom. “Not only for our share-
holders in gencral,” said Dearden, “but obviously the big income to
operatc Milton Hershey’s school came from dividends from Hershey
Chocolate. . . . We couldn’t afford to lose anything, and we had to make
a profit somchow.”#

As a result, Mohler had raised the price of the old “nickel bar” from
10 cents to 15 cents, reducing its weight at the same time. Not surpris-
ingly, sales plummeted and profits went with them.

As bad as it had been, the company never actually sustained a loss
under Mohler. In 1973, however, things had become tight cnough for
the company to cut its dividend, reducing the Trust’s income for the first
time in its history. It was only a temporary mcasure, but the market
trends all seemed to reinforce the sense of drcad that this painful deci-
sion engendered. When Mohler announced his decision to relinquish
control, in 1975, Dearden faced enormous challenges: Hershey was now
the No. 2 player, its management was stolid and unimaginative and its
product line was stagnant.

It was Dearden who would revive Hershey, remaking it as a modern
Fortunc 500 company. With Richard Zimmerman, president of the cor-
poration, at his side, he started asking the fundamental questions that for
so long had gonc unvoiced: What kind of company did Hershey want to
become? What were its goals and priorities? Where did it want to put its
resources? For the first time since Milton Hershey’s dcath, the company
had a leader who understood the importance of vision.

Two months after taking the helm, Dearden gathered eight of his top
managers and led them in a quest to chart Hershey’s course. The corpo-
rate planning committee—a hand-picked tcam that represented the
company’s future, including Zimmerman, Spangler, Suhring, Johns and
Dowd—escaped to the Poconos for a week of reflection, self-criticism
and planning. This April retreat has since become a Hershey tradition,
an intcgral part of its management process.

Before the retreat, the company had no formal planning process, and
certainly no wrirten strategic plan. The only starting points from which
the committec could work were the marketing plans that had been put
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together by Suhring and Dowd. Like thosc plans, the corporate plan
would set goals for the company for the next ten years and outlinc the
methods by which these goals would be achieved.

As Dearden’s assistant, John Rawley, recalls, the plan that cmerged
from the retreat was a “Model T at best, but it was a start. It was qualita-
tive in nature. It had no numbers in it. It simply addressed what we . ..
as a group . . . hoped this institution would be in the future.”

Nevertheless, the plan broke new ground. Among its contributions
to the corporation werc the creation of Hershey's first rescarch and
development department, a human resources department, a legal
department and a corporate communications department to handle
public relations. The group also addressed the need to systematize the
purchase of commodities, to cxpand the company globally and to iden-
tify and train promising junior managers.

But the central insight to emerge from the retreat was a recognition
that Hershey needed to diversify its operations and reducc its depen-
dence on cocoa-related products. As of 1975, over 90 percent of the
company’s sales and 96 percent of its prolits came from chocolate.”

Under Mohler, Hershey had acquired scveral noncandy busincsscs,
including the San Giorgio Pasta Co. and Cory Food Services, a coffee
business in Chicago. But as Dearden recalls, these acquisitions were made
without forethought or planning. Hershey purchased San Giorgio in the
sixtics because, as Dearden said, “It was a go-go period. . . . Everybody
scemed to be acquiring cverybody else.” A business broker approached
Hershey shortly after the Reese acquisition and invited the company to
put in a bid for San Giorgio. There was no cvaluation of the business, no
strategy that led Hershey to decide that this was the right market to invest
in. It happened “by accident, with this fellow dropping in.”

Dearden wanted to build on thesc initial forays. Growth would come
from acquisitions, but Hershey was concerned that attempts to buy
candy companies would draw the ire of federal officials who were aggres-
sively enforcing the nation’s antitrust laws. And the company desperately
nceded some cushion against the vagaries of the commodities markets.
So Dcarden determined to make Hershey into a major food company,
with interests in a wide variety of product categories. His goal was for
nonconfection products to account for at least 30 percent of total sales.®

In April 1978, Hershey bought the Procino-Rossi Corp., a pasta
manufacturcr, and it added the Skinner Macaroni Co. of Omaha in Jan-
vary 1979. These acquisitions have since become the cornerstonc of
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Hershey Pasta, a division that contributes $300 million in sales annually,
making Hershey the nation’s largest pasta maker.

Hershey also reorganized itself to reflect its new focus on nonchoco-
late enterprises, calling itself the Hershey Foods Corp. Benceath this new
corporatc umbrella Hershey established two divisions, one for candy and
one for everything clse. Earl Spangler was put in charge of chocolate
operations, while Richard Zimmerman took primary responsibility for
the company’s nonchocolate businesscs.

Dearden assigned Dowd the critical task of developing brand-new
products, ones that could help turn the tide in the battle with Mars. He
also moved a number of key exccutives into the corporate parent,
including Bill Suhring, who became the head of corporate development.
From his new post, it was Suhring’s job to identify businesses for Her-
shey to acquire. Among the firms he targeted werc American Beauty
Macaroni, acquired from Pillsbury, and Y&S Candies, a leading maker of
licorice.

Hershey’s diversification effort climaxed in 1979, with the acquisi-
tion of the Friendly Ice Cream Corp., a Massachusetts company that
operated over 600 family-style restaurants in New England and the Mid-
west. To finance part of the $164-million purchase, Hershey turned to
the public debt markets, issuing $75 million in long-term bonds. The
company explained the purchase as part of its program to diversify
“within the food industry, but into arcas that arcn’t tied to the importa-
tion of foreign commodities, such as cocoa beans.””

The company also began its first ventures into the intcrnational candy
market, establishing a division to pursue joint ventures and cxport
opportunitics abroad. Hershey purchased a 20 percent interest in A.B.
Marabou, the largest candy maker in Sweden. And Hershey entered into
an agreement with Mexico’s Anderson, Clayton & Co., S.A., to cstab-
lish a joint venture called Nacional de Dulces. The company also began
exporting products to Japan, the Philippines and China.8

No one¢ but Dearden could have initiated such monumental changes.
He made the tough calls; but more important, he sold his decisions to
the managers who would have to carry them out. He knew how to play
the role of quarterback, how to sct the play in motion, then step back
and let the team take over. But he was not a distant man, he was the kind
of CEO who left his door open, who toured the factory on a regular
basis, just as M.S. had. ,

Dearden’s expericnce in the Hershey Industrial School had taught

A Ltgacy Lost e 2063



him tremendous discipline, but it had also helped him develop the inter-
personal skills that would prove invaluable during his tenure as CEO.
Dearden was the kind of guy who would meet you once and never forget
your namc. He sent hundreds of personal notes to his staff, each one
handwritten, praising them for their work. He had the kind of warmth
and caring that could come through even when he was chewing you out,
and because you knew he respected you, you could not help but admire
and respect him. He was not a man of consensus, however, but a charis-
matic figure who inspired trust and confidence in his followers. A deeply
religious man, Dearden held strong convictions about business, about
God and about family. He was, like Milton Hershey, a man of vision.

Decarden’s leadership won him widespread praise in the business
press, which referred to him as “Hershey’s Savior.” Lengthy tributes to
the man who had risen from the orphanage to the CEO’s office ap-
peared in magazines and newspapers, putting the company in the lime-
light for the first time since Milton Hershey gave away his fortunc. The
company’s new profile was further buoyed by the rcactivation of the
marketing campaigns that had been shelved in 1972.

But while Hershey’s image was improving in the media, its reputation
at home was suffering. As the company increasingly acted like a typical,
profit-driven corporation, it extricated itself ever further from the affairs
of the town. When Milton Hershey first sold stock in his company to
the public in 1927, he scparated out town-rclated enterprises into a
company he called the Hershey Estates, now called Hershey Entertain-
ment and Resorts, which is owned by the broader Hershey Trust. But as
long as Milton Hershey was in charge, the separation was never really
complete.

In the years after Hershey’s death, however, the company and town
slowly started to move apart. It was subtle at first, like when the com-
pany stopped providing the town’s garbage pickup, snow removal and
electricity. Over time, as the factory grew, much of the grecnery that had
enhanced the downtown was reduced to asphalt so the company could
provide parking for an incrcasing number of workers and tourists.

The first public protests were raised in 1963, when the Trust donated
$50 million and onc hundred acres of land to Pennsylvania State Uni-
versity for the creation of a new medical school. Many believed that if
Milton Hershey were still in charge, that moncy would have been used
to improve the two-year Hershey Junior College, which provided a free
education to town residents and company employces.

Instead of being expanded into a four-ycar institution, though, the
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junior college was closed down. “The community was outraged when
that happened,” said L. Eugene Jacques, the superintendent of the Her-
shey schools. “They jammed the auditorium for public meetings. The
school board was completely blamed for it, [but] the school board had
no choice. They had no money for the junior college. So it was a very
nasty situation.”

‘I'he medical center completely changed the nature of the town. Sud-
denly, there were thousands of new residents who had nothing to do
with the chocolate company and had little in common with the town’s
established citizenry. Many of these newcomers were highly paid doc-
tors, and some residents believed they brought with them a sense of
superiority.

“With thc medical center, cverything changed,” said Philomena
Castelli. “T'hey started building fancy houscs up in the hills and they
wanted [advanced placement] classes in the schools. . . . There was an ‘us
and them’ kind of attitude.”

“You had an influx of new people who had a different approach to
what was going on in the community,” explained Jacques, the school
superintendent. “We had many more students after that who were acad-
emically inclined, whereas previously there had been many students
going into vocational education. Their parents also placed many more
demands on the school district.”

But the Trust’s officers defended their decision to fund the Milton S.
Hershey Medical Center, saying it has provided a boost to the local
economy, ¢nsured first-rate health care for residents and honored the
memory of the town’s beloved founder in a manner consistent with his
belicfs.

The tension between the town’s traditional blue-collar basc and its
new wealthy suburban enclave only aggravated feelings that the Hershey
enterprises no longer cared for the town as Milton Hershey had. For
many, thesc suspicions were confirmed in 1970, when the Cocoa Inn
was torn down. "Though the building was in need of major repairs, it was
a historic landmark—once scrving as Hershey’s drugstore, department
store, bank, post office, restaurant and hotcl.

As Millie Landis, a long-time Hershey resident, recalled, “The Cocoa
Inn was the center of everything. It was always, ‘Meet you at the Cocoa
Inn.” You could stop for an ice-cream cone at the drugstore there, or go
in the lobby where you might see someonce famous in town for a show.
It was the bus stop, the newsstand. It was where the townspeople ran
into each other and exchanged greetings.”®
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When the Hershey Entertainment company demolished the structure
rather than restoring it, many in the town felt it was a betrayal of the
Hershey legacy.

This sense of betrayal was heightened later that year, when the park,
which had been so central to the town’s identity, was closed. In its place
arose a commercial, Disney-style theme park surrounded by a chain-link
fence.

In the old days, residents could stroll through the park, taking in the
scenery or enjoying a picnic. Many spent their weekends rowing boats
on the lake and dancing to the bands, and while they had to pay for rides
and games, much of the entertainment was free. The new Hersheypark
wasn’t about recreation for residents and workers; it was about making
moncy, a fact that chafed at residents.

“Milton Hershey was a man of great principle,” said Patty Shearer,
who has lived in Hershey since the 1930s. “He built this town for a pur-
pose, not for a bottom line. But the company can’t sce that.”

The same year the park was transformed, the company stopped ofter-
ing free tours of the factory to the public, inviting visitors instead to
“Chocolate World,” a simulation ride that takes you step-by-step
through the candy-making process. Though Chocolate World is sup-
posed to give visitors a sense of life in the factory, it is no comparison to
the real thing.

“When you walked through that factory your mouth would start to
water,” remembered Shearer. “It was that smell, and the sight of all that
chocolate, and those candy bars coming oft the line. I remember think-
ing to myself, ‘Who eats all this stuff>’ I mean, there was so much of it—
it was incredible.”

Initially, visitors to the factory were allowed to take candy right off
the conveyor belts. This got expensive, however, and soon the company
began handing out bags of candy and cups of cocoa at the end of the
tour. Today, visitors to Chocolate World are treated to one miniature-
size candy bar apiece, just cnough to entice them to spend their money
in the supermarket size gift shop at the end of the ride, where Hershey
sells all of its products, plus a dazzling array of Hershcy drinking cups,
Hershey’s Kiss banks, Hershey 'I-shirts and sweatshirts, Hershey totc-
bags, Hershey pencils, Krackel place mats, Mr. Goodbar key rings, play-
ing cards, bumper stickers, visors and calendars. Chocolate World drew
more than 2 million visitors in 1996, and the attraction underwent
cxtensive renovations in 1998 to further enhance its appeal.

More of the town’s unique character was effaced in the spring of
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1980, when the community center was closed to the public, save its
handsome theater. In one stroke the town lost its bowling alley, indoor
swimming pool, gymnasium, pool hall and party room. The library, at
least, was moved to another building. “The loss of the community
center was a rcal blow,” said Monroe Stover. “It was the heart of the
town. . . . It gave Hershey a special fecling—a feeling of place, of belong-
ing. It made Hershey unique.”

The community center is now known as the Hershey Foods Corp.
Administrative Office, and it accommodates 200 top statf members of
Hershey Chocolate North America. At each entrance to the facility,
signs now read: “Hershey Foods Corp. Employees Only: Identification
Required.”

‘I'he company’s top executives adopted an even more hallowed site as
their home—Milton Hershey’s I1igh Point Mansion. The move came in
1977, when Hershey Entertainment, faced with mounting bills to repair
the structure, considered tcaring it down. When Dearden heard of the
proposal, he was heartsick.

“The building called High Point, which was Mr. Hershey’s home,
was almost sacred ground, as far as 1 was concerned,” Dearden said. “It
was his home. Many of his major dccisions in developing the business
over the ycars were made right here by him.”!?

Dearden proposed renovating the building for his newly created cor-
porate staft. The old bedroom and sitting room, where Milton Hershey
lived out his final ycars, became Dearden’s personal office.

Dearden explained these various changes as a necessary cvolution.
While the town “is still a major concern to Hershey Foods because Her-
shey is our home, too, increased citizen interest and involvement in local
affairs was necessary for the healthy growth and development of the
community. On the other hand,” he said, “we hope that Hershey citi-
zens realize that for the healthy growth and development of our com-
pany it is necessary that we also open our eyes to opportunities and
concerns beyond the horizon of Hershey.”!!

Residents understand that the company can no longer provide unlim-
ited support for the town, but they are disappointed by what they see as
the abandonment of Milton Hershey’s ideals. As Hershey resident
landis said: “I’m not bitter. I’'m sad. You can’t blamc anybody for
what’s happened. We had no right to cxpect what we had. But if Mr.
Hershey could sce this town today, he’d be very, very sad. He had great
pride in these buildings. There’ll never be another man like him.”!2

From Milton’s old desk, Dearden charged ahead with the company’s
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makeover. His first priority was to wrest market share from Mars, and he
summoned every one of his employees to the task—posting market
share data in cvery bathroom to make his point.

“Dearden really focused Hershey on the competition,” said Johns.
“Therc was a lot of talk in those days about where Mars was and where
we were. It made everyone a little nervous. For the first time, the work-
ers realized the company wasn’t bullet proof. We couldn’t just take the
future for granted.”

By the end of the decade, Dearden’s leadership sccmed to be paying
off. The company’s diversification promised to stabilize the bottom linc,
and in the meantime, marker share had started to rebound. But just as
the first positive results were coming in, Mars hit Hershey with a devas-
tating surprisc.

In 1980, in an eflort to lure consumers back into the candy aisle, and
to keep the pressurce on ITershey, John and Forrest Jr. took the unprece-
dented step of increasing bar sizes by 20 to 30 percent while holding the
line on wholesale prices. I'he company took out full-page advertise-
ments in the nation’s leading newspapers to tout the change, which was
a welcome gesture after a decade of shrinking candy bars and ever higher
prices. Sales of some Mars products jumped by as much as 50 percent.

“T'hey clobbered us,” said Spangler. “They could afford to, and there
was nothing we could do.”
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prevailing wisdom of the 1970s. In the decade of leisure suits and
disco, chocolate had bccome a pariah, a tawdry indulgence for
middle-aged traveling salesmen, pimply overweight tcenagers and
lonely housewives watching the afternoon soaps.

For Al Pcchenik, president of Godiva Chocolatier, Inc.,! and
consumer of a half-pound of chocolate a day, this chcapening of
chocolate’s image was almost blasphecmous, a cultural and culinary
embarassment. Pechenik believed Americans had never understood
chocolate. How could they, when the taste most Americans associate
with chocolate is that of a Hershey’s milk-chocolate bar, what
Pechenik and other world-renowned chocolatiers describe as “barn-



yard” chocolate. Pechenik, who took the helm of Godiva in 1974, cight
years after the family-owned Belgian candy maker was purchased by
Campbell Soup Co., knew he would have to transform chocolate’s
image if Godiva were to be successful.

So began the chocolate revolution, an extraordinary change in Amer-
ican tastes and perceptions.

By the early 1980s, chocolate was cverywhere. Elegant chocolate
boutiques appeared on the chic shopping boulevards of Beverly Hills
and New York, catering to customers who wanted to choose their bon-
bons one at a time, likc jewelry. Avant-garde restaurants loaded their
menus with decadent, artery-clogging chocolate desserts, each one a
meal in itself. Imported chocolates once rarely secn except at duty-free
shops were now popping up in places like Boisc, Idaho, and Springfield,
Missouri. Tony storces like Neiman Marcus and Bloomingdale’s opened
chocolate departments right next to the lingeric and evening wear.

“In the 1980s we saw a ncw chocolate snob emerging,” said Alice
Medrich, owner of Cocolat, a small chain of upscale chocolate shops in
San Francisco. “It used o be that people would ask me ‘What’s a truf-
fle?” Now they ask me, ‘Who makes your truffles?’”

Much of the credit for America’s newfound obsession with chocolate
goes to Godiva’s Pechenik. He realized, when observing the success of
products like Campari, that Americans can be enticed to buy anything if
the image is right.

“Americans arc ruled by status,” said Pechenik. “It’s the Mercedes
syndrome.” Like a luxury automobile, chocolate—with its rich history,
aristocratic tradition and alluring flavor—is a perfect vehicle to sell
status. And so Pechenik set out to restore chocolate’s luster. His first
Godiva ad, in 1979, showed four trutfles clegantly arraycd on a Limoges
dish, with the simple caption, “Dessert.” Shortly thercafter, he broke
new ground in pricing, paving the way for tariffs of $20 a pound and up.
The effect was electrifying.

Between 1980 and 1985, per capita chocolate consumption jumped
by two and a half pounds. Candy caters everywhere were coming out of
the closet, declaring chocolate as essential as milk, bread and cggs.

Qvernight, Pechenik remade boxed chocolates—reduced in America
to the staid Whitman’s Sampler—into trcasurc chests of expensive,
exotic delights. Wrapped in distinctive gold foil and fine silk ribbon, with
ingredients listed in French and English, the Godiva chocolate box was
irresistibly rich and alluring.

Between 1979 and 1983, the company opened 1,200 outlets nation-
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wide, each as sumptuously decorated as the candy boxes they sold. Con-
sumers flocked to Godiva stores to handpick their chocolate by the picce
and by the pound, and company profits soared 400 percent.? With
Godiva’s success, the race for chocolate cachet was on. Hundreds of
competitors opened their own shamelessly cxtravagant boutiques with
forcign-sounding names like La Maison de Chocolate and Du Coco
Monde. In New York, the standard was set by the chic chocolate houses
of Teuscher, Krohn and Chocolateric Corne de la Toison d’Or. Their
superpremium candies sold at the extortionate price of $40 a pound, cle-
vating chocolate’s status to that of caviar and champagne.

The timing couldn’t have been more perfect for Hershey. The com-
pany spent most of the 1970s fighting just to hold the linc on sales. It
was the most turbulent decade in the company’s history. Spiraling cocoa
bean prices and inflation forced Hershey to raisc the price of candy bars
three times during the 1970s. With cach jump in prices, consumers
turned away from Hershey products. By the end of the decade, when
Mars clobbered Hershey by increasing the size of its bars, Hershey
scemed completely adrift. But the company had gotten a taste of what
advertising and marketing could do and was preparing to push ahead—
just as America was rediscovering its love of chocolate.

Dearden put Jack Dowd in charge of marketing research. It would be
his job to find out what the public wanted to cat and how Hershey could
satisfy consumer cravings. If Hershey’s existing products did not fit the
bill, it would be his job to comc up with new ones.

Hershey had never asked these questions before. Until now, most of
Hershey’s new products had been copycats of successful brands from
other companies. For cxample, in the 1950s, Hershey came out with its
answer to M&M’s, called Hershey-Ets. A few years later, the company
launched Hershey’s Instant, a me-too version of Nestlé’s Quik.

The products that Hershey didn’t copy from other companies, it
bought from them, like Reese’s Peanut Butter Cups. The Kit Kat was a
successful product manufactured by Rowntree in England. In the
1930s, Hershey licensed the right to manufacture it in America, along
with two more of the company’s most popular candy bars—Biscrisp and
Aero. Such licensing agreements were popular during the first half of the
century, when it was difficult for companies to make an investment
abroad themselves. Forrest Mars, for example, licensed the recipe for the
Mars bar to a Danish candy maker in the 1930s.

In 1978, Dearden ordered Dowd to come up with ten new products
for Hershey’s lineup in the next three years. This would have been a

NIcE PEopLE DoN"1T EAT CHOCOLATE & 277



stunning order at any candy company; coming up with new products is
onc of the hardest things to do in the candy business. And Hershey, in
particular, had never built any expertise in developing new products. But
Dearden nceded anything and everything that the company could possi-
bly find for its fight against Mars.

So it was up to Dowd to try to turn Hershey into an innovator, antic-
ipating consumers’ tastes before even they knew what they wanted. It
was a difficult job. Dowd recalls working in Hershey’s windowless office
building. When it was built it had seemed a modern architectural tri-
umph, but by the end of the seventies it had come to symbolize the
company’s insularity. Without windows, said Dowd, “I couldn’t cven
tell what people across the street were doing and thinking and wanting,
let alone what the people in Albuquerque and Dubuque wanted.”

Developing a new candy is not nearly as simplc as sitting down in the
kitchen and mixing Logether ingredicnts to sce what tastes good. It takes
threc to five years to successfully develop and introduce a new product,
so it’s essential to anticipate consumers’ preferences down the line.
Dowd likened new product development to shooting ducks. “You can’t
shoot where the duck is; you’ve got to shoot out front where he’s going
to be.”

The product must appcal o consumers, but that is just a start. It also
has to be able to last for twelve weeks on the grocer’s shelf. It has to be
a recipe that can be manufactured efficiently given the current technol-
ogy, and one that can be made up timc and time again with the same
results. It takes chemists and nutritionists and engineers and marketers
all working together to come up with new products that sell.

And even a product that seems to have all the bugs worked out can
turn up a surprise. Shortly after Dowd arrived, the company had to
abandon its chocolate marshmallow cups. “We had that for a few holiday
scasons,” recalls Spangler. “We had trouble with that cxploding. When
it was transported across the Rockics, that altitude.”

Dowd and a tcam of a half-dozen marketing people began studying
different candy ingredients to determine which were the most popular.
They found, for example, that raisins are among the least popular candy
additives, whilc nuts—cspecially peanuts—are the most popular.? Then
they began to experiment with product combinations, but many of the
recipes that Dowd and his team tried simply couldn’t be translated into
mass-produced candies on a factory line. It’s a common problem in
candy land.

When Hershey first took the license for the Biscrisp bar from Rown-
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trec, it was onc of Rowntree’s best-selling items. But Hershey had
no cnd of problems with the manufacturing. The product was a cookie-
centered chocolate wafer bar that required a tremendous amount of man
power to produce. The cookies had to be baked in special ovens, then
cut by hand with finc-tooth saws. Molds were then dipped in chocolate,
and the cookies were hand-placed inside the molds. Finally, the extra
chocolate had to be scraped off the cookics, again by hand, using tiny
spatulas. It was a tedious, cumbersome process, and Hershey finally had
to shut the line down because it couldn’t make the bar profitably. The
company had no idea when it first purchased the license that the Biscrisp
would be such a headache to produce.

The same was true for the Kit Kat bar, initially. Hershey engineers
couldn’t figure out how to keep the chocolate from making the wafer
soggy. They had to bring Rowntrec engincers over from England to help
them solve the problem, and to tcach them how to evenly coat the
wafers and how to keep the cookies from breaking up in the chocolate
molds.

Dowd identified several more brands that Hershey could license, and
he and his tcam suggested making a handful of other new products from
scratch. Among the offerings was a product that looked very similar
to M&M’s, cxcept that it had a peanut butter center. The product was
perfect for Hershey. The company still had panning machines left over
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from the days of its failed Hershey-Ets. “The difficulty with Hershey-Ets
was that when we said, ‘We have a product called Hershey-Ets,” people
would say, ‘What is it?” And to define it you had to use the competitor’s
name. That’s a pretty difficult situation.” But the company still had the
equipment and the expertise in candy coating. Dowd saw the opportu-
nity to use them for an entircly new approach.

With the idea in hand, Dowd faced the technical problem of devel-
oping a workable peanut-based center. That was not as easy. Expenment
after experiment failed, because the oil in the peanut butter tended to
scparate out from the solids, then migrate into the candy shell and make
it soggy. After months of work, Dowd’s team turncd the problem over
to outside scientists who developed a special peanut meal. They called it
“penuche”; not really peanut butter, but a peanut butter—flavored sugar
filling with the consistency of chocolate.

The new product had no actual chocolate in it—a fact that was
debated for quite some time. But members of the Hershey team wanted
the M&M feel without having it scem too much like an M&M. That was
the mistake they had made with Hershey-Ets. This time, they would be
capitalizing on the popular Reese brand. They would stress the peanut
butter filling and manufacture the candies in the Reese colors of orange
and brown. The new product would not be stamped with a letter, and
would be slightly smaller than M&M'’s. But there was no question that
it was intended to compete with them, even though Hershey managers
to this day deny that they were going after Mars’s best-selling product.

“Reese’s Pieces are nothing like M&M?’s,” said Dowd. “The tastc
sensation is completcly different. This is not a chocolate product.”

The test runs of the product were difficult. First, Hershey had trou
ble with the consistency of the penuche. They wanted it smooth, but the
sugar kept crystallizing and making it taste grainy. Then there was the
question of the shell—how thick it should be. Too thin a layer and it
would crack during shipment, but too thick and it would become brit-
tle, breaking up into sharp picces in the mouth. There was also a prob-
lem with the colors—how many should there be, and what hues should
they use. The first oranges were almost fluorescent, the second batch
looked too tangerine. Dowd wanted the colors to match the Recse’s
packaging identically . . . but that meant using an orangc that was very
similar to an M&M orange, and many working on the product thought
that was taboo. In the end, Dowd succeeded in producing an array of
colors that complemented the brown and orange of a Reese’s wrapper.
All that was left was the name of the product.
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Dowd knew it had to be associated with Reese’s—he was counting on
that association to help the product scll. Tn marketing lingo, this was a
“line extension”—using thc name and image of an alrcady popular
brand to launch a new product. The new candy would be associated
with the Recse name in the minds of consumers, so if you were a fan
of Reese’s Peanut Butter Cups, you might try this other product, too.
The name that Dowd initially suggested was “PBs,” but thc company
couldn’t use that name because the trademark was alrcady held by Mars.
Dowd then suggested Reesc’s Pieces, and the name stuck.

The new product was successfully introduced in four test markets in
1979. The sales department did a superb job of getting distribution, the
advertising support was cffective and consumers seemed to take to the
new candy. Ilershey started to build a production linc devoted to
Reese’s Pieces at its new factory in Stuart’s Draft, Virginia. But just as
the company was putting the finishing touches on its multimillion-dollar
investment, sales for Reese’s Pieces started to declinc.

“Not at an alarming rate, but ccrtainly at a disturbing rate.” Dowd
and the others were disappointed and worried. They thought Reese’s
Picces would be an instant success. After all, Reese’s was an cxtraordi-
narily popular brand.

Even with this warning, Hershey chose to launch Reese’s Picces
nationally in 1980. Dowd told Dearden not to worry—advertising and
promotions would help pick up the pace. But after a year on the market,
sales were still lagging. Dowd knew he would need something—some
gimmick, some special hook—or the product wasn’t likely to survive,
The answer to his dilemma came from a very unexpected place.

In October 1981, Tony Pingitore, one of the new-products special-
ists, received a call from Universal Studios. It seems they were filming a
new movie about a space creature that befriends a little boy. The script
called for M&M’s to be used to lure the creature out of the woods and
into the little boy’s house, but when Universal asked Mars for permis-
sion to usc M&M’s in the movic, the candy company rcfuscd.

Now Universal wanted to use Rcese’s Picces instcad. Universal
pitched that the movie would sell Reese’s Pieces, and wanted Hershey to
promote the movie with its candies. Dowd didn’t know what to think of
the offer; nothing like this had ever been tried before. But he was curi-
ous. By chance, he was traveling to California onc weck later for a meet-
ing of the board of directors of the Association of National Adverrisers.
He figured that as long as he was going to be in San Francisco anyway,
he would fly to L.A. to talk with Universal representatives. But he was so
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wary of the offer that he paid for the trip to Hollywood himself, not cven
wanting to bill it on his expense account.

On any other business trip Dowd would have checked into a Holiday
Inn, but since he was dealing with the glamorous executives of Univer-
sal, he booked a room at the Beverly Hilton. That night he received a
call from a vice president at Universal, asking him to “do breakfast.” So
at 7:30 A.M. they met in the lobby. To his surprise and amusement,
Dowd ended up stuck with the bill for breakfast. But his hosts then
whisked him away in a limousine for a VIP tour of Universal Studios.

After the tour he was escorted to the Universal building, where he
mct with attorneys to discuss the terms of the agreement. For six hours
they talked. “There was no coffec offered, no tea offercd, which is just
as well because there were no bathroom breaks either.”

Although Stcven Spielberg was directing the film, Dowd didn’t mect
lium that day. Spielberg was in the Muir Woods filming the landing of the
UFQ for the movie. Kathleen Kennedy, Spielberg’s co-produccr, told
Dowd the story of the alien who lands in a California suburb and is
befricnded by a nine-year-old boy. Dowd knew Spiclberg had had some
successes, but his last movie—1941, starring John Belushi—had been
a bomb. Dowd was concerned that E.T. would also fail. “Wc didn’t
want some ‘monster that ate Chicago—type movic.” We didn’t want to
frighten our consumers. We wanted to cntertain them.”

Kenncdy cxplained that the creature would be lured into the little
boy’s housc by a trail of Reese’s Picces. The vice president of Universal
told Dowd that they had decided to go with Reesc’s Pieces aficr his son
suggested the product.

Dowd was impressed with what he heard, and came o an agreement
with Universal: Hershey would back up the movie with $1 million worth
of promotions and, in return, Hershey would be able to use E.T. for its
own advertising.

“So T came home,” Dowd said, “and told the staff what we were
going to do, and that we were going to spend a million dollars on a
movie that I couldn’t show them the script for, that was going to cmploy
a littlc green creature from outer space that I couldn’t show them a pic-
turc of. I didn’t even know at that point what E.T. would look like.”

Everyone in the room thought Dowd had lost his mind. When Earl
Spangler, then Hershey president, asked Dowd if he was sure this was
going to work, Dowd said, “ ‘Oh, of course.” Becausc what else could
I say? I had already signed up for it.” Spangler told Dowd that he
would not authorize any additional money for the promotion. What-
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ever was spent would have to come out of the existing budget. And he
warned Dowd, “You had better produce a bottom line by the end of
the year.”

In a few weeks, Universal sent Dowd a picture of E.T. and the little
boy to use on the promotional materials. “I proudly showed the picture
at a staff mecting, and Earl said, “That is the uglicst creature T have cver
secn in my whole life.”” Dowd said nothing as the room burst into
laughter, but silently he began to wonder if he’d made the right decision
after all.

«J spent weeks daydreaming about that little green creature,” said
Dowd. “It was hard to imaginc that my entirc career was going to come
down to this little alien.”

When the movic was ready to screen, Tony Pingitore went to New
York to view it. When he returned to Hershey he assured Dowd that the
film was great. Earl Spangler asked, “Is it going to sell any candy?”
Dowd assured him it would, although “that was more of a prayer than
an answer.”

Dowd was launching the biggest PR offensive for a single brand in
Hershey’s history. The Stuart’s Draft plant worked overtime for two
months to get enough product into the pipeline to support the cam-
paign. Meanwhile, posters and stickers proclaiming Reese’s Pieces as
“E.T.’s favorite candy” rolled off the presses, ready to be bartered to
consumers for proof of purchasc seals. Reese’s Pieces, never before sold
in cinemas, suddenly popped up in the display cascs of 600 theaters
scheduled to premiere the movic. Plans were laid to spend the $1 mil-
lion that Dowd promised Universal over a six-weck period coinciding
with the opening of the film.? Dowd prayed thac his gamble would
pay off.

The night of the movie’s premicre in Hollywood there was a special
showing at the Hershey Motor Lodge Theater. Everyone who had
worked on the project—the manufacturing people, the technical people,
Hershey brass—came to watch the film. Dowd sat anxiously in the back.
When the movie was over and the lights came up, nobody said a word.
Then suddenly the room burst into applause. Dowd ran out to the lobby
so that he could watch the faces of the crowd as they left the theater.
Many of them were tearstained. Dowd remembers Earl Spangler leaving
the theater, his eyes red and swollen. “And T said, ‘Is he still ugly, Earl?’
And Earl said, ‘Ah, he’s beautiful.””

The movie set all-time box office records, and the publicity was
incredible. Sales of Reese’s Pieces took off, tripling within two wecks of
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the film’s release. Distributors reordered as many as ten times in that
fourteen-day period. Movie-house owners devised their own gimmicks
with the candy, such as Guess-How-Many-Reese’s-Picces-Arc-in-the-Jar
contests and the “extraterrestrial cookie” studded with the candy.

“It was the biggest marketing coup in history,” Dowd recalls now,
proudly. “We got immediate recognition for our product, the kind of
recognition we would normally have to pay fiftecn or twenty million
bucks for. It ended up as a cheap ride.”

After the unrivaled publicity surrounding the Reesc’s placement,
word quickly sprcad that Mars had been offcred the movie deal and
had blown it off. Mars was kicking itself. But this gaff reflected the cau-
tion thar had become the trademark of the Mars brothers. Since taking
control of their father’s company in 1973, John and Forrest Jr. had
developed their own oppressive management style, one that was slowly
squeezing out any spark of innovative spirit at the company.

Like their father, John and Forrest Jr. were tyrants. They were inor-
dinatcly demanding and they had wild, unpredictable tempers, rebuking
associates at the slightest provocation. But unlike Forrest Sr., they often
scemed irrational in their approach to management. They transferrcd
associates without explanation, played favoritcs with executives and
pitted divisions of the company against one another. At times, their
antics scemed to have no ultimate purposc except to lct everybody know
they were in charge.

Managers who had bristled at Forrest Sr.’s outbursts, but cxcused
them out of respect for his accomplishments, could not accept the same
bchavior from his sons. They had not earned the right to be SOBs, and
instead of inspiring loyalty and devotion, their manner bred paranoia
and insecurity.

Working at Mars was enough to make anyone neurotic, as Charles
Somborn, a former sales associate, recalls: “At my last big national sales
meeting [in 19857, they were giving out ties with the Mars logo if you
had a special recognition coming. It meant a lot to a salesman to get one
of those ties. [Forrest Jr.] got up to make the presentations, and made a
complete ass out of himsclf. He gave all poor and negative revicws and
comments to the award recipients. It was unbelicvable. We all just
stared, silent.”

The brothers were loose cannons, and as John Strong recalled,
people ran scared, spending “a lot of time in hiding.” As a result, prob-
lems were often buried rather than acknowledged and solved, and man-
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agers squandered time, resources and opportunities to protect them-
sclves from the wrath from above.

Strong remembers a typical scene from the mid-1980s, at the Skittles
and Starburst factory in Waco, Texas. Inventory had piled up, and exce-
utives panicked when they heard John Mars was coming down to inspect
the plant.

“If John werc to come into a warehouse and sce a tremendous stock-
pile of product, he’d probably order the plant shut down, saying, ‘Unul
you get that stuff moved out of here, you won’t make any more.” So
there was this big tour, and John was coming to Waco. The guys m
Waco moved all the product into other warchouses where they knew
John wouldn’t go. It was unbelicvable—just mountains and mountains
of |product] they hid from him. They had like six or cight months’
inventory, but all John saw was just a few little cases.

“I’m saying this to tell you the mind-set over there, to tell you how
people are responding [to the brothers].”

Somborn said the brothers’ management style drove him from the
company. As he summarized it, “They are the seagull management team.
"They swoop down, shit and fly away.”

As a result, nobody at Mars wanted to be responsible for making any
decisions. And at the same time, it scemed as if the Mars brothers them-
selves were hunkering down. While other companics spent the 1980s
capitalizing on the chocolate craze, the brothers appearced unwilling to
make any changes in their father’s business. And so the company grew
increasingly cautious and unresponsive to the market. In a remarkable
reversal, Hershey was now playing the role of innovator, while Mars
scemed caught up in its own past successes.

The brothers resisted ideas for any new products, choosing instcad to
endlessly repackage and reformulate the company’s established offerings.
For most candy companies, a product that grossed $20, $30 or $40 mil-
lion was considered a blockbuster. But Mars viewed things differently.

“For a whilc at Mars everything had to earn a hundred million dollars
or more,” said a former Mars marketer. “The brothers couldn’t sce the
value of smaller launches. They just didn’t hold up when compared |to
M&M’s].”

‘The company avoided niche products, and the brothers killed any
launch if sales failed to meet their extraordinarily aggressive goals. Every
product was measured against the success of Snickers, which sold $400
million annually. “Snickers is the best-selling bar in the country, and




"
P

o
o

there can only be one of those,” said a former Mars exccutive. “But the
brothers never understood that.”

For the first ten years of John and Forrest’s tenurc, the company
tended to limit its new-product introductions to candics that were
already successful in England. The company brought over Starburst
Fruit Chcws, known in England as Opal Fruits. The Twix bar was
another British import.

Onc of the few truly new products Mars introduced was the Summit
bar, a wafer and chocolate candy bar meant to compete against Her-
shey’s Kit Kat. But when Summit sales stalled at $40 million in 1985, the
brothers ordered it oft the market. The company also pulled the plug on
Royals, mint-flavored M&M’s aimed at the adult market. Likc Summit,
Royals were canncd becausc they failed to match the sales of original
M&M’s. The only successful introduction in the 1980s was Kudos, a
chocolate-covered granola bar launched in 1986.

In the same period of time, Hershey not only scored its remarkable
success with Reese’s Pieces but continued to pick up market share with a
bevy of smaller successes, like Whatchamacallit, New Trail bars, Her-
shey’s Chocolate Milk, Skor and Take Five. “Hershey wants to have as
many products out there on the shelf for the consumer to choose from
as possible,” said former CEO Richard Zimmerman. “New-product
launches are the key to getting consumers excited about candy and cating
our products.” The strategy worked: Between 1979 and 1984, new
products surged from 7 percent of Hershey’s sales to ncarly 20 percent.®

In defense of the brothers’ conservatism, Ed Stcgemann said, “We
just don’t go out and throw things on the wall and see what sticks.”

But former Mars marketing managers say the company squandered
dozens of opportunitics to expand market share because the brothers
demanded so much rescarch and proof before they were willing to give
products a green light. “Mars tested and retested new products. They
conducted market study after market study. ‘They would spend millions
of dollars just to find out if the product would succeed, and then the
brothers would [complain] that they were spending too much on
research,” remembered one former manager. It was a Catch-22.

According to Sharon Hennessy, a Mars manager in England, the
1970s hcalth scare over sugar consumption had a lot to do with Mars’s
timid attitude. “The entire United States was saying sugar promotes
tooth decay. It’s no wonder they were afraid to invest hundreds of mil-
lions of dollars into the business.” But that timidity lingered long after
public attitudes had changed.

O ® Tue EMrErors OF CHOCOLATE



MARS'S 1986 ACQUISITION OF DOVEBAR
INTERNATIONAL WAS A DARING MOVE AT A
TIME WHEN MARS MANAGEMENT APPEARED
OTHERWISE MORIBUND.

The mentality of the company’s research and development division
raiscd another barrier to new-product development. The R&D depart-
ment had always been focused on solving problems related 1o the man-
ufacturing process, rather than trying to develop new candies.

But final responsibility for the company’s weakness in product devel-
opment rests squarcly with John and Forrest Jr. They tended to 1muke
decisions based on their own personal preferences, and, having spent
their childhood in England, their tastes were not compatible with those
of Americans. “I venture to say that there isn’t a product that ever goes
out that Forrest, John or Jackic haven’t personally shaped, touched or
tasted,” said one Uncle Ben’s exccutive. “Their namc is on the product,
so that’s the way it is.”

The brothers didn’t eat pcanut butter growing up, so they never rec-
ognized its allure for Americans. Fanfare, a European candy bar made
with hazelnut paste, is a family favorite. Americans hate hazelnut paste,
and tests of Fanfarc have always failed in the United Srates. But that
docsn’t stop the brothers from repeatedly proposing hazelnut products,
each of which fails at the product testing stage.

John Mars tells a slightly different story. “Mars didn’t launch new




products because Mars doesn’t have a lot of new products to launch.
Neither do most other companies. There’s nothing new in the candy
world. All these products have been done before.”

Instead of focusing on innovation, the Mars brothers have grown the
company through global expansion, taking M&M?s, Snickers and Milky
Way around the world.
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FORREST [MARS'S DREAM
WAS TO SEE [M&M's
ON SALE THROUGHOUT
THE WORLD. By 1992
HIS DREAM HAD COME
TRUE, ALTHOUGH 1T
TAKES MORE THAN A
DAY’S WAGES FOR THE
AVERAGE CHINESE
WORKER TO AFFORD
A PACKAGE OF THE
PRECIOUS CANDIES.

Shys . o .
LS’I/' 1§ A TYPICAL day inside the Mars plant. ‘T'he pit, desks

arrangced in standard wagon-wheel fashion, is abuzz with activity as
associates discuss the day’s production. Dotting the room arce little
tables, each with a full complement of Mars products. This is to
encourage associates to snack, a means of keeping tabs on overall
quality. But it’s not a free-for-all. To keep it polite, there is also a little
knife and cutting board, and each associate is expected to slice off a
dainty sample.

There arc few pictures on the walls, and no marks of individuality
decorate the desks—no family photos or good-luck charms or bul-
letin boards with little cartoons. As at every plant, there are dozens of
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copies of “I'he Five Principles of Mars” strewn about, on conference
tables, filing cabinets, in the entryway. Most workers arc dresscd in their
starched whites, uniforms provided by the company and laundcred daily.
Some are wearing hard hats, and everyone has their first namec embla-
zoned on their coats. There is no way to tell who is in charge—who is an
exccutive and who is a janitor. There is also no way to tell that you arc in
a factory located in the former Soviet Union, just 120 kilometers outside
Moscow.

For the citizens of Stupino, a smallish industrial community on the
banks of the Oka River, the arrival of the Mars plant has mcant salvation.
Stupino was once part of Russia’s vast military establishment, closed to
outsiders and left off maps of the country. With the collapse of the Soviet
Union in 1990, the town’s economic base all but disappcared. But now,
with Mars as its industrial backbone, Stupino has become part of the
global capitalist system.

The 100-acre plant, opened in the summer of 1995, produces nine
different candy products, from Mars bars to Milky Ways. Mars also man-
ufactures a hard mint candy called Rondos and a hazelnut chocolate bar
called "lopic. The $140-million plant employs 650 workers and can pro-
duce 70,000 tons of candy a year.!

The plant is the physical embodiment of what the press has pcjora-
tively called “the Snickerization of Russia”—a brilliantly conceived cam-
paign to win the imaginations and tastc buds of the former Sovict
citizens.

The highlight of the campaign came on a bitterly cold morning in the
middle of a particularly vicious Moscow winter, when thousands of Rus-
sians lincd up in the pre-dawn hours hoping for their first taste of a
Snickers bar. Mars had been advertising for weeks that it was coming to
town, bringing Milky Ways and M&M’s to sweet-starved Muscovites.
With billboards and hcavily televised charity programs, the company had
been teasing the populace with mouthwatcring pictures of its products
and a promise that they would be available on January 4, 1990, at a store
created especially for the occasion. The night before the opening, a line
began to form, composed of cager Russian consumers, their pockets
stuffed with rubles to buy their very first Western confectionery. By the
timc the doors were unlocked the line stretched for more than a quarter
mile, and extra Russian police were on hand to make sure the crowd did
not get out of control. Despite a limit of four candy bars per customer,
Mars sold more than twenty tons of chocolate in two days, an auspicious
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NOT LONG AFTER THE COLLAPSE OF TIIE FORMER SOVIET UNION, MARS ERECTED
BILBOARDS LIKE THIS ONE THROUGHOUT MOSCOW, ATTRACTING THE ATTENTION
OF CHOCOLATE-STARVED FMUSCOVITES.

beginning for the first Western candy company to offer its products
within the once Communist state.

It was a remarkable coup, the culmination of the company’s “Pres-
ence Program.” This public relations campaign had begun on Novem-
ber 17, 1989, in Moscow, with the announcement that Mars would be
appointed the exclusive supplier of candy to the All Union Children’s
International Theme Park, a Disney-style amusement park and pet proj-
ect of then president Gorbachev. With the coming of Christmas, Mars
launched its first television promotions, using the theme “All the World
Loves M8M’s.” Mars wanted to capitalize on the fact that this was the
first officially Lndorsed Christmas since the Russian Revolution. The
company threw Christmas parties for disadvantaged children in Moscow,
Leningrad and Orsk, including a rock party for 4,000 teens. Thesc
events attracted extensive television coverage, boosting familiarity with
the Mars name across the Sovict republics.

The campaign culminated in the two-day sale on Kalinin Prospekt, a
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major shopping area near the Kremlin, providing Russians with a unique
opportunity to try Western candy. Other companies were avoiding the
Russian market because the country did not permit foreigners to take
profits out in hard currency. In other words, if you brought in your
products and sold them for rubles, you had traded good merchandise tor
worthless paper. But Mars had solved this problem by trading its candy
for Soviet shipping rights. The deal gave the company a one-time shot to
get tons of candy into Moscow, and while it did not generate any profit,
that’s not what it was about.

“We wanted maximum exposure for our product,” said David
Badger, the Mars executive who orchestrated the Russian invasion. “We
wanted everyonc talking about Mars.”

When Russia opened its currency market in 1992, allowing compa-
nies to exchange rubles for dollars, Mars was ready to capitalize on its
investment. Since that winter day in 1990, sales in the former Soviet
Union have exploded, reaching more than $300 million annually. In
1994, the company began construction of the Stupino factory, and
within thirteen months, it was up and running. In 1997, Mars recorded
its first profit from the plant, though Badger declined to give a figure.

The speed and determination exhibited by Mars in opening the Russ-
ian market has stunned its rivals. Today, there isn’t a kiosk in the coun-
try that doesn’t carry a full line of Mars products. The company is
spending $25 million a ycar in advertising, and it has captured more
than 40 percent of all candy salcs, making it the largest confectioner in
the market.2

The Snickers bar and Mars bar rank among the best-sclling candies
in the former Soviet bloc countries. Badger, who is onc of Jacqueline
Mars’s ex-husbands and still considered a member of the Mars family,
finds the success of the company’s brands inspiring. “There is no ques-
tion in my mind [now] that our major brands, Mars, Snickers, Twix,
M&M’s know no boundaries. The consumer demand for sweets is
universal.”

It had always been Forrest Sr.’s dream to see Snickers bars on sale in
China, in Russia, in Pakistan—all over the world. “The only big business
has got to be an international business,” said Forrest Sr. “Mars is going
to be in Russia some day. We’ll be in China. You need simple busincsses
if you wish to go for the world . . . candy bars arc probably the easiest
way to start.”?

From the company’s beginnings in Slough, England, Forrest Sr. had
started a push to the Continent, building pet food plants in France and
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Germany and candy factorics in France and the Netherlands. But it was
up to John and Forrest Jr. to carry out his lifclong ambition, building
Mars, Inc., into a truly global empire.

As the Iron Currain fell, Mars put David Badger in charge of break-
ing open Hungary, Romania, Czechoslovakia, Russia and Poland. Ad-
hering to their father’s principle that being first in the market was
paramount to success, the brothers ordered Badger to set up distribu-
tion lines as fast as borders opened up.

In the summer of 1991, just as Prague was getting its first taste of
Western commercial culture with the opening of stores like Benctton
and Nike, I traveled with Mars associates as they planned their initial
assault on the city. Though Czechoslovakia had been liberated from
Communist rule one year earlier, the city was only starting to see real
changes. Prague had its first billboard—an ad for Panasonic—but
there were still no fast-food chains, no department storcs, and only onc
Western-style hotel. Consumer goods were largely local or East German
imports and, most important, good chocolate was nowhere to be found.

“People here haven’t tasted rcal chocolate since betore World War
I1,” said Roland Von Moos, Mars’s point man in Czechoslovakia.

“Try it,” Von Moos continued, handing me a native candy bar. “It
will make your mouth pucker.” I bit 1t, then quickly spat it out. The
chocolate was incredibly gritty, almost like eating sand.

This is what brought Mars so eagerly into the region. Before the war,
the nations of Eastern Europe were somc of the biggest candy con-
sumers in the world. Their confectioners were renowned for their fine
chocolates and superb cordials, but this legacy was lost during four
decades of Communist rule.

A whole generation had come of age without ever tasting fine can-
dies—and without ever cven hearing of Mars. But for Milada Novakova,
the name had a special resonance. So scarce was candy of the quality we
take for granted, that the twenty-five-year-old Czech, daughter of a uni-
versity professor, remembered clearly a childhood trip to East Germany
when her father had bought her a packet of M&M’s on the black
market.

“I will never forget cating those candics,” said Novakova. “They were
the most sumptuous thing I’d cver eaten.”

By chance, when Badger was visiting Prague in 1990 to scout out the
market, he hired Novakova as his tour guide and translator. Within a day,
he had invited her to join the company, making her the first employee of
Mars, Czechoslovakia. Novakova helped Mars set up an office and began
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searching out possible retail outlets for the company’s products, includ-
ing its rice and pct foods. She was joined six months later by Von Moos,
a young, cnergetic associate who had worked for Mars in Zurich.

The week that I arrived, Phil Forster, the brothers’ second-in-
command and Mars’s chief of brands worldwide, was also in the city. I
accompanicd the three of them as they scouted Prague for places to
advertise Mars products. Pointing to a large, dingy brick wall, just off
the main shopping district, Forster turned to Von Moos and said, “How
mucli do you think they’ll want us to pay for that space?”

Von Moos looked puzzled for a moment, and then realized that
where he saw the side of a decaying building, Forster saw a bulletin
board waiting tor his message. As we strolled along Wenceslas Square,
Forster pointed to location after location where Mars products could be
showcased. “Look at thosc umbrellas,” said Forster, referring to the sun
shades over a sidewalk café that carried the Cinzano label. “Those
should be Mars umbrellas.”

At onc point, Forster took out a wad of cash from his pocket, handed
it to Von Moos and sent him intv a store to ask for permission to place
Mars billboards in the window.

He took note, as we were strolling, of how many pets he saw in the
streets. “Therce’s lots of customers hicre,” he said, pointing to a pile of
evidence that had been left bencath a tree. T didn’t follow what he meant
until he added, “People don’t generally take notice of these things, but
I do. We actually count the dog [droppings].”

Mars’s ground-level efforts in Prague have been duplicated in Hun-
gary, Romania and Poland. In cach country Mars began by forming a
distribution network to get its products in front of consuiners. Massive
advertising campaigns were backed by skilled negotiations with local
governments to help ensure Mars’s success. In Hungary, for example,
Mars first cntered the market in 1989, after negotiating a deal to
exchange imports of candy for exports of animal parts that the company
could usc for its pet food business. “At the time there were restrictions
on how much we could bring into the country without bringing [ prod-
uct out],” explained Ed Stegemann. “We were lucky in that they had
somcthing we necded.” The restrictions on the Hungarian market have
since disappearcd, but because Mars was one of the first Western candy
companics in Hungary, it remains a market leader.

The entrepreneurial approach that Mars used to break into the East-
crn bloc reflects the company’s overall strategy for global expansion. At
Mars there is no grand blueprint for taking the company around the

& o THE Erxrcroks ofF CHOCOLATE



world. Mars enters new markets as opportunitics arisc, sending in onc or
two associates to scout out product potential and organize distribution.
Over time, as sales cxpand, the brothers boost their investment until the
new market is sclf-sufficient.

Unlike Coca-Cola or General Foods, Mars has never established an
international board of directors to preside over its global operations.
Instead, each individual business unit is designed to be completcly self
contained, connected to McLean only through its products and princi-
ples. The Mars brothers rely on local talent to get products into the
marketplace and, except for the company’s flagship brands, design
advertising for their consumers. And although John and Forrest Jr.
travel the globe themselves, carrying ideas from one country to the next
and broadly oversecing local decisions, that is the extent of any corpo-
ratc involvement.

In this way, Mars has cxpanded to include more than seventy inde-
pendent business units from Helsinki to Hong Kong. Today, Mars is the
global market leader with 15 percent of worldwide candy sales. It is par-
ticularly strong in the market for candy bars, where Mars controls 28.5
percent of the U.S. market and 27.5 percent of the U.K. market, and is
among the top three players in the Netherlands, France, Germany, Italy
and Anstralia 4

Individual units ncver advertise their American origins, preferring
instead to let each business unit blend into the local environment. Still,
the brothers have inculcated the Mars culture in ¢very one. Walk into
the Mars office in Strasbourg, France, for example, and there is the staff
sitting in open offices, meeting in glass-enclosed conference rooms. The
Five Principles are expounded in fluent French by associates who sce
Mars, Inc., as a French company. And they’re not alonc. In virtually
every country where Mars markets its products, few people realize it is
an American firm—which is just the way the brothers want it.

The global flavor of Mars is evident throughout the company. Mars
managers typically spcak at least three languages, and most speak five or
six. There are Japanese associates running the Japanese offices and
Dutch associates running the Holland offices. There are also Brits in the
United States and Germans in Spain.

“We’re onc of the few truly international companies managed by
international people,” said Phil Forster, a Brit. At one time, he bragged,
toreign-born executives actually outnumbered Americans 2 to 1. Forster
himself speaks scven languages and has lived in at lcast as many countrics.

The company’s individual business units manufacture dozens of local

e 289



products. In Australia, for cxample, Mars makes millions on sauces and
spices sold under the Master Foods label. In Germany, the company
recently started selling freshly made pasta in grocery stores, an enterprisc
Mars hopes will become as popular as Contadina has in the United
States.

The brothers are always looking for the next local product to take
around the world, and they arc constantly exchanging products from
country to country. It was in this way that Forrest Sr. originally built the
business in England. He introduced the British to a product he called
Maltesers, a malted milk-chocolate candy he copied from Whoppers in
the United States. And he brought over two types of medicated cough
drops, which he called Tunes and Lockets, copicd from Luden’s and
Halls.

'The corporate philosophy behind the Mars approach is known to
associates as “the transfer of best practice,” meaning simply that what
works in one country will work in another, as Forrest $r. proved when he
took the Milky Way overseas. Following in his footsteps, John and For-
rest Jr. preach that if Americans eat Uncle Ben’s rice, so, too, will the
Pakistanis. And if an advertisement is cftective in England, it will also
work in Brazil.

Not that every transfer has met with the same success. A granola
product similar to Kudos was a flop when it was introduced in Germany.
A line of Asian foods called Suzie Wan, popular in Australia, failed when
it was introduced in the United States. But as overseer of all Mars
brands—which number more than one hundred worldwide—Forster
asks his managers to say why their products shouldn’t become global. It’s
the opposite of the approach traditionally taken by many American exec-
utives, who ask managers to justify why a brand deserves to be marketed
abroad.

From pet food to rice to candy, all of Mars’s best-selling brands are
sold around the world. This push to make key products as multinational
as possible has been a top priority for the brothers since their father
stepped down. But pursuing this goal has required an enormous invest-
ment in marketing and advertising.

It usced to be that a Snickers bar was known by many difterent names
in many different countries. For example, in Britain a Snickers was
known as a Marathon and M&M’s werc known as Treets. (Forrest Sr.
originally changed the Snickers name because the word rhymed with
knickers, and he didn’t want his consumers to make such an association. )
But in the last ten ycars Mars has relaunched all of its major brands,
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giving them the same namc and the same advertising pitch in cvery
country. Smallcr brands are still marketing on a local level, giving Mars
the flexibility it needs to respond to national tastes while allowing it to
capitalize on economies of scale when marketing its flagship brands.

“Twenty-five years ago I could have advertised in Holland that the
Mars bar was giving you energy and in Belgium I could have advertised
the Mars bar was a sleeping pill, and nobody would have known because
people couldn’t sce each other’s television or read each other’s news-
papers,” said Theo Leenders, the Mars executive who oversaw the com-
pany’s Olympics sponsorship. “But with the advent of CNN and
satellites and . . . the Olympics, we realized we had to harmonize our
brands.”

Candy wrappers also used to differ from country to country, but
Mars has changed that as well. And the company has spent millions of
dollars teaching consumers how to pronounce the names of its candies.
The name M&M’s, for example, caused a lot of contfusion overseas. “In
Italy we showed them the pack of M&M’s and asked customers to pro-
nounce it, and they’d say, ‘mmm, mmm.” Or ‘umece, ur, umee.” They
never said M&M.”

‘The name and wrapper changes often lead to a drop in sales, at least
inidally. “It’s difficult overnight to convince consumers that the samc
brand they’ve been buying for twenty-five years will still be the candy
they want but with a different name,” said Leenders. “But we felt it was
critical to create truly global brands to get the synergies from advertising
and promotions.”

Mars’s sponsorship of the 1984 Olympics helped wake up the com-
pany to this reality. There were no Mars brands that could be advertised
at the games that would be recognized in every nation. Now this is no
longer the case. In 1988 and 1992, Mars was a worldwide sponsor of the
gamecs, spending hundreds of millions of dollars in Olympics-related
promotions, and it could support this investment with its major brands,
Snickers and M&M’s. Today, the company is a major sponsor of the
World Cup, a position made possible by these global brands.

The “best practice” approach is in sharp contrast to that of Mars’s top
international competitor, Nestlé S.A., which routinely cnters new mar-
kets by acquiring local food companics or by signing joint manufactur-
ing agreements, often outspending Mars on the front end by hundreds
of millions of dollars. Before entering a new country, the Swiss giant will
map out its marketing plan and schedule mass production, always bring-
ing in its own Swiss or German managers to oversee the market. The
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strategy has made Nestlé the world’s biggest food manufacturer, with
1997 worldwide salcs of $46.7 billion dollars.®

In rhe last ten years, Nestlé has gone on a buying sprec never before
seen in the food business. The company gocs head-to-head with Mars in
pet food and candy, and it has strengthened both divisions with its
recent spatc of acquisitions. In 1994, the company acquired Alpo, which
competes against Mars’s Pedigree brand dog food in the United States.
In 1988, in a spectacular bidding war that turned the British candy
marker upside down, Nestl¢ purchased Rowntree, the nation’s second-
largest chocolate maker. Italy’s Perugina has also recently been merged
into the Nestlé fold.

Nestlé chairman and chicef exccutive Helmut Maucher, the engineer
behind these acquisitions, says it is his goal to see Nestlé conquer the
world. The company alrcady has more than 400 plants in sixty countries,
with 195,000 cmployees. Its global advertising budget is nearly $2 bil-
lion. Tt is the most multinational of the world’s multinational food
glants: In most every aisle, in most every supermarket, in most every
country, you can find something Nestlé makes. And Maucher predicts
that Nestlé sales will reach 100 billion Swiss francs ($60 billion at today’s
cxchange rate) by the year 2000.9

Despite Nestlé’s consistent success, Mars associates believe strongly
in their entreprencurial style. And in any case, as former associates point
out, the Mars culture lcaves its owners little choice. An acquisition of
any size would requirc Mars to assimilate hundreds or thousands of
new employees into its no-frills, hardworking environment. It is much
easicr to recruit locals who are open to the Mars way of doing business
than to teach the company’s principles in the aftermath of a takcover. In
addition, the brothers are reluctant to spend the vast sums necessary
to buy a business, fearing they would stretch the company too thin or
force it into debt. “Once we become like P&G, Nestlé or General
Foods, we’re dead,” says Forster. “We don’t buy and sell, we build.”

The strategy is perfectly suited to Mars, and the brothers have stuck
to it with admirable tenacity; but like any business stratcgy, it comes with
a downside. Mars’s aversion to acquisitions has made it difficult for the
company to compete against global operators like Nestlé and Kraft
Jacobs Suchard, a division of Philip Morris, Amcrica’s biggest tobacco
and food processor.

Neither of these companies opcrates within the strict constraints that
bind Mars. As a result they are able to grow more rapidly and expand
into new markets more quickly. When Nestlé wanted to enter the candy
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market in Hungary, it bought a local chocolate factory, a move Mars
never would have considered. The company did the same thing in
Poland and the Czech Republic. And Jacobs Suchard, backed by its
giant corporate parcnt, has swallowed a half-dozen confectioners in
recent years, including some of Europe’s premier companies like Cote
d’Or and Van Houten.

Everywhere Mars exccutives turn these days, they are staring in the
face of stiff competition from players with far more resources than
themselves. Just five months afrer Mars opened the Stupino plant in
Russia, Cadbury opened its own Russian factory in the Novgorod
region south of St. Petersburg. The $120-million plant is Cadbury’s
most modern facility in Europe. Mcanwhile, Jacobs Suchard has pur-
chased a small candy plant in St. Petersburg, and Nestlé has acquired
two regional Russian candy makers in the southern city of Samara, on
the Volga River. Having merged them into a single company, called
Rossiya, Nestlé is now trying to build brand recognition with a national
advertising campaign.”

Thesc multinational bchemoths are cxtending their control over the
candy market worldwide. Dominic Cadbury, chairman of Cadbury
Schweppes, estimates that the leading five manufacturers account for
half of the world’s candy sales, and he expects their share to rcach 60
percent by 2006.8

Overall, Nestlé sells about 10 percent of the world’s candy. It is a
leader in Europe, controlling one-quarter of the British market, thanks
to its 1988 purchase of Rowntree. Although the company lags behind
Mars and Hershey in the United States, it is not content to remain an
also-ran. In 1989, Nestl¢ spent $370 million to buy RJR Nabisco’s Baby
Ruth, Butterfinger and Pearson confectionery businesses, boosting its
market share from 7 percent to 12 percent. And aggressive advertising
has since raised its share another 3 points.”

Philip Morris’s Kraft Jacobs Suchard has a market share of about 6
percent worldwide, with many established global brands, such as Tobler-
one, Tobler bars and Milka. The company cxpanded rapidly in the late
1980s, purchasing over $1 billion worth of businesses.!?

Concerns over thesc global rivals arec what motivated Mars to adopt
such aggressive tactics in the former Soviet Union and Eastern Europe.
“Our mission was to achicve a dominant position in all relevant product
categorics in each and cvery country,” said Badger. “We realized that the
opportunity might never exist again, as our competitors’ brands were
virtually unknown.”
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Mars wanted to put itself in the same lcaguce as Pepsi, Marlboro and
McDonald’s—Western brands with cachet and instant recognition
throughout the former Communist states. And it has succeeded.

“What we've done in Russia is nothing short of miraculous,’
Mike Davies, who is responsible for developing new markets. “Nobody
knew our brands. Nobody had tasted a Mars candy. And now, Snickers
is a Russian word.”

Industry analysts agree with Davies’s assessment, calling Mars’s suc-
cess in Russia one of the company’s greatest triumphs. “Mars opened up
that market overnight,” said Nomi Ghey, of Goldman Sachs. “They
paved the way for confectionery brands throughout the Eastern bloc
countries.”

The one glaring absence from this heated international competition
is the Hershey Chocolate Corp. Although it has tried many times to
expand globally, each attempt has ended in failure. Indeed, the company
has squandered unique opportunities that might have made another
company the world leader.

No company has cver been as poised to take advantage of global
brand recognition as Hershey was in the years following World War II.
The war made Hershey famous trom Japan to North Africa to Paris and
London. What’s more, Europe’s candy companies were devastated by
the war. IHershey had one of the only fully operational chocolate facto-
rics in the world in 1945. But in a remarkable display of provincialism,
Hershey’s management failed to recognize the tremendous opportuni-
tics at hand.

The company simply ignored the overseas markets, choosing instead
Lo focus on satislying demand lor chocolate at home. “There was a
tremendous shortage after the war in America,” said former Hershey
CEO Richard Zimmerman. “And it was all we could do to keep up with
the domestic market.”

It was a mistake from which the company has never fully recovered.
“There was a lack of intellectual capacity. . . . There was no recognition
of just how powerful these brands and these products could have been,”
said Zimmerman. “It’s a decision that we’d all like to do over, but that’s
not for us to really consider. We were dealt a hand, and now we have to
play that hand.” Zimmerman believes that if Milton Ilershey himself
had been alive following the war he would have pushed the company to
go abroad. “He traveled quite a bit,” said Zimmerman. “He was more
worldly focused.”

Hershey had a second great opportunity to develop an intcrnational
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presence in 1969, when executives of Cadbury came to the United
States looking for a merger partner. Maurice Jcttery, the head of research
and development for Cadbury, met with Harold Mohler and several
other Hershcey executives to talk about the potential benefits of a merger.
Mohler was intrigued by the idea, but it was another victim of Hershey’s
retreat in the wake of the cocoa price spike in the early seventies.

“The two together would have been a major powerhouse,” said Jef-
fery, who authored a report within Cadbury recommending the merger.
“Hershey was very much a manufacturing company, and Cadbury on
the other hand was very much a marketing company. It would have been
the perfect fit.” Jeffery said the recommendation was not acted upon
becausc of the turmoil Hershey faced in the 1970s. “The timing was all
wrong,” he said. “If only we would have started talks sooncr, T think
today we would see Hershey worldwide.”

he list of Hershey’s international failures goes on and on. Start in
Canada: After spending millions of dollars on rescarch to perfect the
Hershey flavor at its Smith Falls plant, the company learned that Cana-
dians did not share the tastes of U.S. consumers.
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Hershey has been no more successful south of the border. Although
it has tricd to scll its products in Mexico for decades, Mars’s market
share surpassed Hershey’s in the very first year it cntered the market.
And the story played out the same way in Japan. In 1979, Hershey
entercd into an agreement for a Japanese company to import, make and
sell Hershey products, but the confectionery company, Fujiya, never had
much success. Mars has since surpassed Hershey in Japan.

The Mexico and Japan cxperiences are typical. Whenever Hershey has
tried to introduce its chocolates abroad, forcigners have rejected the
Hershey flavor. “A Hershey bar is stiff. It docs not melt like European
chocolates. It tastes stale,” said Hans Scheu of the Cocoa Merchants
Association. “It doesn’t have the smell or the fecl of a real chocolate
bar.” Still, even Scheu has to admit he likes a Hershey Almond bar.
“When Mr. Hershey combined that sour chocolate with almonds, he
really had something,” he concedes.

Lisbeth Echeandia, the publisher of Confectioner magazine, tells of
taking Reese’s Peanut Butter Cups to a seminar in Germany on Ameri-
can products. “The Germans couldn’r helicve Americans would eat it.
They were tasting the candy and spitting it out.” According to Echean-
dia, “The world out there eats Hershey chocolate and goes, ‘Yuck.’
They’re going to have to come up with another answer.”

Hershey executives have talked abourt launching their Symphony
chocolates overseas, since Symphony is a more European-style candy.
But Echecandia predicts Symphony will fall flat in Europe. “Compared ro
the chcapest chocolate bar in Europe, a Symphony is nothing special.”

And the problem is not just the famous Hershey flavor. For Hershey
to become global, “they’re going to have to change their whole mind-
set,” said Echeandia.

“Hershey has always been seen as backward,” agrees Scheu. “They
don’t understand the world market at all.” In fact, Jay Carr, appointed
by Hershey in 1993 to be its vice president in charge of international
operations, doesn’t even speak a foreign language. “How can they really
have hopes for global expansion when he can’t cven communicate?”
asked Jeffery, who is currently a consultant in the industry.

Recognizing that it lacks the expertisc and products to expand glob-
ally on its own, the compuany has tried acquining overscas companics.
Hcrshey put high hopes on a planned acquisition of Freia Marabou, a
Norwegian chocolate company with a strong presence in Scandinavia,
but the company lost out in a bidding war against Philip Morris. Her-
shey continued its efforts, however, buying a German praline maker,

296 o |HE EMPERORS OF CHOCOLATE



Gubor Schokoladen, and an Italian sugar confectioner, Sperlari, Srl. But
Hershey simply found itself unable to compete in the European markets
and in 1996, after ycars of disappointing results, sold both companies for
a loss of $35 million.!!

Having failed in Europe, Hershey is now pinning its hopes on Latin
America. In 1998, the company appointed a new head of international
operations, Patrice I.e Maire, who had successfully restructured Procter
& Gamble’s export division. I.e Maire promptly moved Hershey’s inter-
national headquarters from Pennsylvania to Miami, Florida, to be closcr
to Central and South Amcrica. I.e Maire believes Hershey has a better
chance to expand its global sales by locusing on these markets, where the
competition 1s less entrenched.

As it stands, Hershey exports products to more than ninety countries.
But these sales arc “very modest indeed,” admits Hershey’s current
CEQ, Kenneth Wolfe, representing less than 4 percent of the company’s
total revenues. Hershey has no manufacturing facilities overseas and no
offices outside the United States.

Hans Scheu summed it all up nicely. “Hershey is not a player. No-
body on the world scene gives Hershey a second thought.”

Helmut Maucher, Nestlé’s chairman, echoes this sentiment, saying
he does not consider Hershey competition. Although Nestlé competes
against Hershey in North America, Hershey’s lack of overseas success
keeps it from registering on Maucher’s radar screen. “When 1 think
about chocolate, | think Mars and Philip Morris.”

The inability to compete globally has important ramifications. With-
out an overseas presence, Hershey is often left out of the major develop-
ments in chocolate. 'The industry is centered in Europe—that’s where all
the production technology comes from, where all the innovations
regarding manufacturing take place. And while Mars and Nestlé and
Suchard and Cadbury are constantly bumping against each other and
pushing each other to greater efficicncies, Hershey is left completely out
of the loop.

Louis Smith, who oversaw Hershey’s research and development in
the 1960s, always argued for Hershey to have an office in Switzerland in
order to keep abreast of the latest innovations. “You don’t know what’s
going on unless you're there,” he said. “There’s no substitute for being
there. Absolutcly none.”

And the United States is basically a mature market, which will cxpand
at only moderatc rates in the years to come. The growth markets are all
overscas, particularly in the Far East, where chocolate consumption is
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expected to cxpand at astronomical rates for the foreseeable future.
China has a population of 1.2 billion, who consume an average of less
than one ounce of chocolate each year, compared with rhree pounds in
Hong Kong—and over twenty pounds in Europe. While it will take time
for the market to reach its full potential, the process has already begun:
Chocolate consumption in China more than doubled between 1988 and
1994, from 9,500 tons to almost 22,000 tons.!2

Cadbury has recently built a large plant near Beijing in cooperation
with the Chinese government; although the plant is cxpccted to lose
money for years, Cadbury views it as an important long-term invest-
ment. The company already has factorics in Malaysia, in Indonesia, in
India. Mars has had a plant in Beijing since 1992, producing M&M?’s
and Galaxy brand chocolate, a popular British line. And Nestlé has
announced plans to open two factories in China, one for ice cream and
one for chocolate and powdered milk.13

Together, these three companies arc the major challengers for domi-
nance in Asia. For the moment, however, there is plenty of business to
go around, as the companies’ advertising efforts combine ro expand the
market. But as these companics establish their brands in the markets of
the futurc, Hershey sits at home and watches.

The company seems to have resigned itself to the unpleasant reality.
Unlike Mars and the rest of the confectionery leaders, Hershey no
longer sces global expansion as a top priority. “I think we have to label it
asagoal . .. burit’s going to be difficult,” said Zimmerman. “Tt will take
us maybe a quarter of a century [to get our foot in the door].

“We can be a very successful company in North America without
being in Europe,” he concluded optimistically.
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#TLLIAM DEARDEN SAYS$ he remembers an interview
that Milton Hershey once granted a Cuban journalist. When asked
whether he regretted never having children, Hershey replicd: “Yes, 1
do regret that, and I do wish that I had a child of my own.” He told
the reporter that if one of the orphans were his own flesh and blood,
he’d give him everything he had. But, he added hopefully, “Maybe
someday onc of those boys will end up running my business.”!

The ten years that Dearden spent as Milton Hershey’s successor
were a turning point in the company’s history. Hershey spent the
early eightics rurning up the heat on advertising and introducing a
flurry of new products aimed at taking sales away from Mars. By the
time Dearden retired, in 1985, the two companies were in a decad




heat. Hershey had shed its moribund image and emerged as a vigorous
challenger for Mars’s throne.

It was Dearden’s way of saying thank you.

“Looking back over my life, I say to mysclf sometimes, ‘Where would
you be today had it not been for the school?” I’d have probably never fin-
ished high school, would have never had the opportunity I had to go on
to college and graduate school and the navy.2

“I think that maybe one of the most important thrills in my life is
having had, through coincidence, the opportunity to repay a subjcctive
debt that I felt T owed Mr. Hershey for what he did for me as a boy.”?

é

&

(74 s Richard Zimmerman took Bill Dcarden’s place, his first priority
was reclaiming the top spot in the candy industry. The Lebanon, Penn-
sylvania, native had joined the company in 1958, as an assistant to then
president Hinkle. A quiet, reserved man, he had always worked in Dcar-
den’s shadow, spending most of his career in Hershey’s nonchocolate
ventures. But now that Zimmerman was in charge, he was determined
to prove that he could lead Hershey’s core candy business, orchestrating
its Lid o finally overtake Mars.

He declarcd that he was ready to increase the company’s debt to 40
percent of its capital, if he could find the right acquisition. He negoti-
ared the purchase of RJR Nabisco’s Canadian candy and nut operation
tor $140 million. He also acquired Dictrich Corp., maker of Luden’s
cough drops, Mellomints and 5th Avenuc chocolate bars, for $100 mil-
lion. These acquisitions were made pussible, in part, by the Rcagan
administration’s relaxed stance toward antitrust law.

“This was an enormous boon to our business,” said Zimmerman. “It
allowed us to concentrate on what we knew best and to grow our busi-
ness very quickly.”

Zimmerman also pushed for at Icast one new, hot product each year.
In 1988, Hershey introduced Bar None, a pcanur chocolate wafer bar.
The company expanded its presence in grocery stores by introducing a
line of Hershey puddings to complement its chocolate milk.

But the biggest coup of all came later that year, when Hershey pur-
chased the Peter Paul brands—Almond Joy, Mounds and York Pepper-
mint Pattics—from British giant Cadbury Schweppes. To pay for the
acquisition, Zimmerman jettisoned the Friendly chain of restaurants,
whose sales had been ailing,
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With the acquisition, Hershey boasted half of the top twenty brands
in the United Statcs, and its share of the total candy market cclipsed
Mars by more than 2 points, 21 percent to 18.5 percent. “I’ve been
number two and number one,” said Zimmerman after the acquisition.
“Number one is better.”

Mars executives say that Hershey’s move came as no surprise to them.
The prior year, they say, the brothers had passed up the same opportu-
nity, leaving the door wide open for their American rival. Nevertheless,
the merger struck a nerve.

Given its corporate culture and management philosophy, Mars had
made only one significant acquisition: DoveBar International, Inc., a
family-owned Chicago company that had taken the country by storm
with its hand-dipped ice-cream bars. And Mars had introduced only a
handful of new candy products in the United States over the years. The
company’s last successful launch was Kudos, the chocolate and granola
bar that hit the market in 1987. Before that, therc had becn little beyond
Twix, Skittles and Starburst, all launched years carlier.

If Mars were again to overtake Hershey, John and Forrest Jr. decided,
they would have to make fundamental changes in the business. For fif-
teen years, the brothers had struggled to measure up to their father’s
expectations while adhering faithfully to his management gospel. Now
they’d have to rethink the way he did things.

In seeking a new approach, the brothers relied heavily on the judg-
ment of Alfred Poe. Hired in the carly 1980s for a top spot on the Kal
Kan marketing tcam, the thirty-two-year-old I’oc was one of the com-
pany’s youngest recruits. But it was more than just his youth that set him
apart.

At six feet four inches, Poc towered over most of the other cxecu-
tives. Aggressive and boastful, he loved to recount the story of his rise
from Brooklyn’s low-income housing projects to Harvard, wherc he
carned his MBA. Onc of the company’s few black managers, he laced his
speech with street talk that contrasted sharply with the Mars brothers’
style. And to top it all off, there werc his flamboyant trappings: a fash-
ionable wardrobe and a sable brown Porsche 944.

Yet it was precisely because he was diffcrent that, in November 1988,
Poe was tapped to help Mars reclaim its candy crown. He became the
head of marketing at Mars.

Two years earlier, at Kal Kan, Poe had made a number of remarkable
recommendations. Because the U.S. pet food division was struggling,
Poe and others suggested that the recipes be changed and that the
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higher-quality European formula be uscd to make the company’s dog
and cat food for the American market. To coincide with the changes,
Poe suggested that Kal Kan adopt the brand names—Pedigree and
Whiskas—that had been so successtul abroad. He believed that by fold-
ing all the dog food products under one umbrella brand and all the cat
food products under another, the company would need just two mar-
keting campaigns to sell the whole range of chow, and the increased
name recognition would benefit all of the products.

Few in the company thought the brothers would go for these
changes. Forrest Sr. would have never considered such an outlandish
idea. Everyone knew that a brand was sacrosanct; it represented just one
kind of product.

But what if Poe and his allies were right? Kal Kan controlled just 7
percent of the U.S. pet food market,* and it was losing ground (ast. The
cost savings would be tremendous in the long run, so the brothers took
the chance. They renamed their entire dog food line Pedigree and their
cat food line Whiskas.

\WORKERS UNROLI. A
MASS OF TAFFY THAT
WILL BE SLICED

INTO BITE-SIZED
PIECES AND BECOME %
STARBURST Frui
CHEWS., THE TAFFY
ROLLS EACH WEIGH
MORE THAN ONE
HUNDRED POUNDS.
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Critics inside and outside the company blasted the change as too risky
and expensive. But consumers weren’t buying criticism, they were
buying pet chow. The deluge of advertising caught their attention,
which was cxactly what Poe was hoping for. The results were phenome-
nal. By 1989, Kal Kan’s market share had nearly doubled. And so it
dawned on the brothers Mars: If many diffcrent varicties of dog tood
could all be marketed under the same namc, the possibilities for expand-
ing the company’s other key brands were cndless.

In 1989, spurrcd on by Poe’s success, Mars associates launched the
biggest blitz of new trcats since the Great Depression. Snickers branched
out into Pecanut Butter Snickers. Kudos suddenly became Butter
Almond Kudos and Cookics and Creme Kudos. Skittles, Starburst,
Combos and Twix all burst out in new flavors. Even M&M’s got a face-
lift, with three new varieties—pcanut butter, almond and mint—being
rolled out.

Other sweets also made their debuts. PB Max, a peanut butter cookic
combination; the solid dark-chocolate Dove bar; and the coconut-filled
Bounty bar—which until now had been marketed only in Canada and
Europe—wecre introduced, compcting head-on with Reese’s Peanut
Butter Cups, the Hershey bar and the Mounds bar. The Mars marketers
also resurrected—in a new, improved version—a bar called Forever
Yours that had been pulled from the market in 1979 because sales hadn’t
met the brothers’ extravagant expectations. This time they called it the
Milky Way Dark. And the company also unveiled the revolutionary
lower-in-fat Milky Way I1.

Poe’s formal responsibilitics were limited to the Mars division, but his
ideas sparked innovation in all scctions of the company. In 1989, the
makers of the Dove bar created an ice-cream version of the 3 Muske-
teers. Snickers and Milky Way ice-cream products soon followed.

To match the product innovations, Poe and his team of marketing
managers beefed up ad spending in 1989 and 1990 and added new
twists to the company’s standard marketing approach. For example,
Snickers hadn’t been advertised in years; it was such a hit that Mars had
just let it sell itself. But Poe persuaded Mars to pay more than $2 million
for the worldwide rights to the Rolling Stoncs song “Satisfaction” to
promote the company’s leading product.

And in a coup that stung Hershey, Mars entered into an agreement
with the Walt Disncy Co. to become the only supplier of candy and
snacks to Disney World’s Magic Kingdom, Epcot Center and Disncy
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MGM Studios, which have a combined draw of more than 60 million
consumers a year. Along with the contract, spearheaded by Poe, Mars
and Disncy rolled out a multimillion-dollar, multimedia Hallowecn
sweepstakes called “Mission from Mars,” The 1990 ad campaign was
one of the company’s most ambitious marketing events in years.

The very title, “Mission from Mars,” was a departure from standard
company practice: Forrest Sr. had never emphasized the Mars name
over the brand name. Poe’s group pushed on. They created Mars’s first-
ever umbrella ad campaign, which showed people of all ages eating
Mars and Milky Way bars and used the theme “Making Life a Little
Sweeter—Mars.”

Poe believed it was time for the company to start thinking like the
huge corporation it had become. Seen as a visionary by some and a pain
in the neck by others, he believed—above all—in change. It was his
ticket up the Mars corporate ladder. Rut it turned out to be his ticket out
as well.

Over the years, Poe had been courted by dozens of corporate head-
hunters, all of them attracted by his dynamic style and his status as onc
of the top-ranking black men in American business. But he had ignored
their generous offers. After all, hc was carning morc than half a million
dollars a year at Mars. More important, he had been given free rein to
explore his creative ideas, to buck the company’s conservative traditions
and to use all the marketing power he could muster to overtake Hershey.

Then—just as Mars was poised to recapture the No. 1 spot—the
Mars brothers announced new responsibilities for the company’s sales
personnel and called for the Uncle Ben’s, Kal Kan and Mars divisions to
coordinate their sales efforts tor the first time. The restructuring—which
had been discussed for more than three ycars before being imple-
mentcd—was one of the most sweeping changes to take place at Mars in
thirty years. Under the new system, it would be up to sales to achieve the
company’s top-line results cach quarter—a responsibility that once
belonged to Poe and other markceters like him. Sales would also take
over all advertising campaigns, leaving marketing with the somewhat
amorphous task of building business over the long run.

Jobn and Forrest Jr. signed off on thesc changes because they
belicved that the marketing managers were becoming too powerful and
the sales division should shoulder more responsibility. As head of mar-
keting, Poc had spoken out against the shift in power, saying it would
ultimatcly hurt the company’s brands. But when the brothers asked him
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AL POE 1S
NOT YOUR
STANDARD-ISSUE
CORPORATE
EXECUTIVE—
BUT THEN, FEW
TOP MARS
MANAGERS ARE.

to oversce the transformation, he obliged. They told him it was a pro-
motion.

Until he saw Mike Murphy backstage at San Francisco’s Moscone
Convention Center in August, Poe cven believed it.

Poe and Murphy were among a dozen executives preparing to
address the 2,500 sales associates gathered at the convention hall to be
told of their new assignment. Poe had spent every summer weckend and
most of his nights preparing tor the historic meeting, an uncharacteristi-
cally glitzy affair complcte with a theme song, a stage show and a rare
address by the brothers. But it was Murphy who was being congratu-
lated in the corner by his colleagucs. It seemed the longtime Mars man-
ufacturing vice president was being promoted to head the Kal Kan
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division, replacing the president, who had announced early retirement.
It was the job Poe had always wanted.

“I spent four years with Kal Kan and three years with Pedigree—I’m
the best in the business in pet care,” he said. “I wrote the master plan in
1986 that [Kal Kan] is using now. That is common knowlcdge. And
when they gave that job to Murph, I said, ‘Okay, I se¢ how this works.””

Three months later, Poc quit his job to accept a position with Camp-
bell Soup Co. as president of Vlasic Foods. Ironically, Poc’s departure
came just wecks after Mars learned that it had officially regained the lead
from Hershey. A survey by A. C. Nielsen in October 1991 showed Mars
with 28.2 percent of the U.S. candy market, compared with Hershey’s
26.2 percent.

Poe’s abrupt resignation rocked Mcl.ean, which had advertised him
as the future of the company, the ncxt general manager of the
M&M /Mars candies division. Mars general counsel Ed Stegemann, in
explaining Poe’s decision, said he really wasn’t surc why Poe left, and
suggested that he took the job because his wife wanted a change.

From his new post at Campbell’s, Poe laughs at that notion. Camp-
bell’s “made me an otter | couldn’t refuse,” he said. “Here, I can be my
own boss. That is the sclling point—that someday, I have the chance to
be the CEQ.”

It’s a sentiment echoed by other former Mars exccutives who, like
Poe, left the company in the last decade to pursuc other paths to the top.
“The brothers don’t know how to delegate,” said one lormer executive.
“Sure, they give you responsibility. But they keep the authority. In the
end, you realize, you’ll never make your own decisions.”

Poc said he wasn’t given the sales force job because the Mars family
was uncomfortable with his radical style. And although he was told he
would someday become head of M&M /Mars, he said he came to under-
stand that there wasn't enough room in the executive suite for his ideas
and those of the Mars family.

Ed Stegemann scoffed at this notion. “Sure, the |brothers] have the
final say on business decisions, but that doesn’t mcean they control every
little part of the business. They’rc open to ideas—you just have to prove
your case. . . . Itis their money.”

In the course of the early 1990s, more than a dozen top cxccutives,
with an average tenurc of twenty-five ycars, left Mars, Inc. In interviews
with several of them, there was a recurring sentiment: It’s not that we
don’t love Mars and respect the company and appreciate what the broth-
crs did for us; it’s thar they don’t know how to sharc power.
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“In the end,” said Poe, “cvery discussion that I couldn’t win ended
on, ‘Well, it’s my rubber ducky.” Not, ‘What if T trust you and you are
right.””

Most of these executives left over disagreements about how to
expand the business.

At Hershey, there were no such disagrcements. The company made it
clear that it never wanted to be outdone by Mars again. To fight back
against the strcam of new products arriving from Mars, Zimmerman
launched an assault of his own, bringing out the two best-selling items
Hershey has scen in decades: Hershey’s Cookie 'n” Mint bar and Her-
shey’s Hugs.

The Hershey’s Hug, billed as a miniature Kiss “hugged” on the out-
side by white chocolate, was designed to capitalize on the immensely
popular Kiss brand. In 1989, Kisses ranked as the nation’s fifth favorite
candy with annual sales of $400 million.5 It seemed a natural move to
introduce Hugs, and the company was certain it would be a hit, expand-
ing the company’s already prodigious 41.7 percent market share in
chocolate candies.

But if Hugs was predicted to bring such sweet success, why did it take
Hershey so long to launch it? The story behind Hugs shows just how
difficult it is to create a new candy. Morc important, it shows the way
once sleepy Hershey has learned to respond to the competitive realities
of today’s marketplace.

The white- and milk-chocolate drops were the result of more than fif-
teen years of pondering, testing and planning. It took major leaps in
manufacturing technology, a virtual overhaul of Hershey’s approach to
new-product development and tens of millions of dollars to get Hugs to
market.

“All things considered,” said Joseph Viviano, president of Hershey’s
confectionery division. “I think we got this to the market pretty fast.”

Hershey first took ownership of the Hugs trademark in the late
1970s, knowing full well that the combination with Kisscs was a natural.
But coming up with a product that fit that name was another martcr.
After all, just what does a Hug look like? How should it taste? Should it
be marketed with Kisses or stand alone? Would a product like this canni-
balize Kiss sales or provide a boost to the existing brand?

In 1982, a new recruit to Hershey’s product development team
thought he had the answer to all these questions—although his idea
eventually resulted in an entirely different Hershey product. Hugg,
as proposed by twenty-cight-year-old Dennis Eshleman, would be a
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Hershey’s chocolate Kiss with an almond tucked ncatly inside. It was the
perfect cmbodiment of the name and, what’s more, it was a product
with a virtual gnarantce of success. History had proven that nutty ver-
sions of America’s favorite candies—Hershey’s Milk Chocolate with
Almonds, Mars’s Pcanut M&M’s and Cadbury’s Almond Joy—all scll
nearly as well as the original. There was no reason for Eshleman’s version
of Hugs to be different.

But getting an almond inside a Kiss stumped Hershey’s engincers.
The company produces Kisses at the rate of 33 million a day. They’re
manufactured just the way you might imagine: Dime-sized steel tubes
pump out perfectly measured dabs of still warm chocolate onto a con-
veyor, much the way a cake decorator squeezes out icing. To create the
familiar Kiss shape, the tubes pull away from the belt just as the choco-
late is deposited. The conveyor quickly carries the bite-sized drops
through a cooling tunncl to solidify the chocolate before it has a chance
to droop.

Adding an almond to this process would be impossible. Not only
would it distort the Kiss shape, engineers could never ensure that an
almond would wind up inside each candy. Clearly, a new manufacturing
method would have to be developed, a process that took Hershey engi-
ueers anothcer three years.

The new technology remains one of the company’s most closely
guarded sccrets. Outsiders arc not allowed to view the entire process,
wlhich is described only in the most basic terms. Instead of extroding
Kisses, thc new technique deposits the chocolate into Kiss-shaped
molds. The molds are cooled slightly, forming a hard shell of chocolate
around the inside. Once the shell is formed, the molds arc flipped over,
spilling out the excess chocolate. The centers of the molds are then filled
with a mixturc of almond halves and chocolate and cooled again. Once
the Hug is dumped out of the mold, iL’s impossible to tell the difference
between it and the original.

But as Eshleman was developing the packaging for the product in
1986, new questions were raised abour its identity. The manager respon-
sible for the brand declared the product didn’t “fecl” like a Hug but
more like a Kiss with almonds. She suggested Hershey save the trade-
mark for a whole new product line that would complement Hershey's
Kisses.

Suddenly, Eshleman was back at square one; only this time, the pos-
sibilitics seemed endless. A Hug could be any shape, any flavor. So which
was the right onc?
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For a whilc, Hershey tried out chocolate teddy bears, which werce sold
to visitors at Hersheypark. But the bears, and all the other shapes that
weren’t like Kisses, seemed to lack cmotion, said Eshleman.

“All those feelings and associations you get from looking at a Kiss you
just can’t get with some neat shape you make up and decide to call a
ITug,” said Eshleman. “It would have been nice to think that we could
have donc the same thing Milton Hershey did seventy-five years ago and
created something brand new, but it just didn’t work.”

With the emphasis shifted from shape to flavor, the answer to Hugs
suddenly became obvious. In the long history of candy making in Amer-
ica, there remain only a handful of ingredicnts that haven’t been tully
exploited by confectioners. White chocolate is a big onc. With the new
technology created for Kisses With Almonds, it was possible to do
almost anything with the Kiss, including putting a miniature milk-
chocolate Kiss inside and a white-chocolate one outside.

For their part, Hershey’s rescarch and development scientists had
long becn testing various types of white chocolate—which is made of
cocoa burter, sugar and milk, and actually has no chocolate liquor in it.
They immediately began trying combinations of the mini-Kiss sur-
rounded by a white Kiss, but the balance wasn’t easy to find: Too much
white chocolate and it might not appcal to American tastes, too much
milk chocolate and it tastes just like the original Kiss.

Then there was the issue of eye appcal. The white chocolate outside
looked bland, boring. Todd Johnson, a scientist on the R&D team, sug-
gested a plain white Kiss might even be mistaken for fancy soap, the kind
you keep in the guest bathroom. Something had to be done.

“Somebody suggested putting stripes on it, chocolate stripes,”
remembers Eshleman. “It turns out the stripes have become an integral
part of what Hugs is all about, although we didn’t quite realize it at
the time.”

In 1991, when Hershey finally believed it had achicved the ultimate
Hug, the product was scnt to consumers for testing. “We knew right
away we had a hit on our hands,” recalls Kathie Rhyne, the marketing
executive directly oversecing the Hugs brand. “The tests went better
than we cxpected.”

The results of the year-long experiment showed Hugs would be pop-
ular with adults and kids alike, a critical factor to any ncw candy’s suc-
cess, since fewer and fewer consumers are under the age of thirty-five.
Morc important, the test showed sales of Hugs wouldn’t hurt sales of
Kisses, but help them.
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Now, said Rhyne, it was time for the rcally hard work to begin. Her-
shey wanted to get Hugs to market by August 1993, only a year and a
half away. It was a tight time schedule considering the company had no
room in its current plant to manufacture the product, and only a sketchy
idca of the equipment it would need to producc it.

Logistically, too, Hugs promiscd to be a nightmare. Every indication
was that Hugs would be as big a hit as Hershey’s Kisses With Almonds,
which, when they were launched in 1990, couldn’t be produced fast
enough to meet demand. Hershey executives didn’t want to repeat that
mistake, which still burns in the minds of the company’s supplicrs and
customers.

Rhyne knew she would nced everyone’s cooperation if Hershey were
going to pull this off. The Hugs assembly line was going to be located in
Hershey’s new 350,000-square-foot West plant, which was under con-
struction in Hershey, Pennsylvania. Coordinating the new plant, the
new manufacturing linc and the sale of a brand-new product left no
room for miscommunication, finger pointing, turf wars, personality
clashes or any of the other myriad problems that can plague a new-prod-
uct launch. She needed a team—a ncw concept for the executives at
Hershey, whosc corporate practices have never been too flexible.

“We needed to break down the barriers between departments,” said
Rhyne. “We didn’t have time for R&D to pass this off to engineering
and have them hand it to manufacturing. Everyone nceded to work
together like clockwork.”

And they did. After spending three and a half days locked in a resort
in the Poconos, the forty key players in the Hugs launch agreed to a
common mission statcment, with specific sales targets, deadlines and
manufacturing goals. Morcover, they agreed to have their performance
evaluated as a group, not as individuals. Nine mcembers of the tcam,
including representatives from sales, manufacturing, logistics, marketing
and cngineering, would meet regularly to hammer out problems and
discuss strategy. The broader team would be kept fully informed of their
progress and meet once each quarter.

“There were times we really wondered whether we were going to
make it,” said Ron Orlosky, operations manager at the new Hershey
plant. “Onc month before we turned the lights on in that building, we
were presenting Hugs to buyers. That had me pretty worried.”

Ron Lott of cngincering recalls putting in the Hugs machinery
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before the roof was even on the new factory. “Without the team, we
never could have made it work,” l.ott said.

Since May 1993, the Hugs line has been running twenty-four hours
a day, seven days a weck, to meet demand. The product has sold more
than $100 million each year® since its introduction, a nice payoft for one
of the most innovative ideas to come out of Hershey in recent memory.

The Hershey Cookie 'n” Mint bar achicved similar success when it
was introduced in 1991, and was quickly followed by the Hershey
Cookie 'n” Cremc bar. These new products helped Hershey regain the
lead from Mars, less than a year after Poe and his team cclebrated their

victory.

Q%ars has not yet adjusted to the realities of this ncw, invigorated
Hershey. “No one at Mars is used to being number two,” said Whitney
Hill, who worked at Mars for more than thirty years. “They’re still
acting as if they own the candy aisle.”

Many [ormer associates say that Mars developed an arrogance after its
years of unchallenged leadership, taking for granted its superiority over
the competition. John Strong, who continues to work in the industry as
a food broker, says Mars scems to have lost the aggressive cdge and
inventive nature that drove the company to the top. “They’re walking
around, patting cach other on the back, and bragging (o each other
about their numbers. In the mcantime, they’re losing perspective.”

Poe’s team had taken some important steps, but the company has
been unable to maintain the momentum. One of Poc’s most important
initiatives—introducing products to compete head-on with Hershey’s
top brands—has stalled. Mars hasn’t launched a singlc new candy bar
since the debut of PB Max, and the company has pulled many of its linc
extensions off the market, including Peanut Butter Snickers and Forever
Yours. The only peanut butter product left in Mars’s repertoire is Peanut
Butter M&M’s, and even that candy is struggling.

After reaching a peak of $78 million in 1991, Pecanut Butter M&M’s
salcs dropped to just $34 million in 1993. Mars has tried scveral times to
relaunch the brand—giving it new packaging and backing it with aggres-
sive promotions—but salcs only started to move back up after Mars
copied the coloring and styling of Hershey’s Reese’s Pieces package.

The desperate attempt to remake Peanut Butter M&M’s in the image
of Reese’s Pieces has sparked a lawsuit between the two companics that
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in the spring of 1999. Hershey is accusing

is scheduled to go to trial
d Mars has countcrsued.

Mars of infringing on its famous trademark, an :
'The court proccedings mark an unprecedented public airing of the com-
panies’ bitter rivalry.

In a court atfidavit, Robert J. Shelton, the Hershey manager respon-
sible for the Recse’s brand, states: “By copying the Reese’s trade dress,
including the virtually identical shade of orange, Mars is capitalizing on
Hershey’s goodwill and substantial investment in [Reese’s].”

Hershey lawycrs point out in their court filings that every version of
Mars’s new packaging for Peanut Butter M&M?s has copicd some cle-
ment of Recse’s. The package Mars uscd in its test marketing, for exam-
ple, displayed rhe M&M Jogo in yellow outlined in brown (just like
Reese’s). The package used for the product’s introduction had the
words “pcanut butter” written in brown, framed by an oval with a
yellow background (just like Reese’s). And the ncwest version of the
package utilizes the same exact color scheme as a Reese’s label—a
vibrant orange background with brown writing and ycllow highlights.
Both products also tonr their peanut butter flavor in similarly sized and
similarly placed ovals.

“In a blatant attack on Hershey, Mars is purposcfully cxploiting the
enormous popularity of [Recse’s] by mimicking the unique Reesc’s
color scheme that consumers universally associate with the Reese’s prod-
ucts,” wrote Hershey’s lawyers in a brief filed with the court. “Morc-
over, the evidence points strongly o the conclusion that Mars adopted
the Recse’s color scheme, not by coincidence, but as part of a deliberate
artack on Reese’s market share and in an effort to boost sales of a Mars
product whose very survival was in doubt.”

So far, the strategy has worked. Sales of Peanut Butter M&M’s have
incrcased cver since the new package design was introduced. In fact, the
copycat packaging has been so successful, Mars is now using it on its
latest version of M&M’s, introduced in the summer of 1998, These
M&M’s—which have crisped rice inside the chocolate—taste a lot like
tiny candy-coated Nestlé’s Crunch bars. And in keeping with the new
stratcgy, the packaging neatly imitates the red, white and blue color

scheme of a Crunch wrapper.

5 uch desperate and unimaginative tactics reflect a sense of apprehen-
sion that seems to have engulfed Mars. Sales associates who have left the
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company all say the same thing: The rcorganization of the company’s
sales and markcting structure in 1992 has been a failure; scores and
scores of associates have left Mars in frustration, and the company is suf-
fused with a vague sensc of uncase.

As John Strong says: “It’s like a cancer over there. You don’t hear
people talking in a positive tone about the company.”

'That feeling has only been heightened by the recent departure of scv-
eral top executives, men the company has depended on for decades. Phil
Forster, onc of the most powerful executives in McLean, retired in Jan-
uary 1998. The heads of Kal Kan and Uncle Ben’s rice have also recently
departed.

Mars associates say the company is adnift, searching for direction. The
Mars brothers have failed to set prioritics, to give associates clear march-
ing orders. And given the power structure at Mars, no onc else can do it
for them.

“The problem is, there isn’t rcally anyone at Mars right now who can
stand up to the [ Mars] family and say what needs to be done, to get the
family to sct priorities and stop contemplating its navel,” says an insider.
“There is a passion to do things, but there is a question whether the
family is willing to recruit the right people or give the current people the
freedom to initiate.””

The lack of vision has finally begun to surface in Mars’s sales figurcs.
Though Snickers is still America’s best-selling candy bar, the brand has
been consistently losing sharc since 1994. M&M’s has also failed to keep
up with the overall growth in the candy market.3

Mars has begun aggressively advertising its flagship brands in an
effort to regain momentum. The new ad campaigns, which are receiving
rave reviews from Madison Avenuc, are the creative handiwork of ad
giant BBDO. The witty, tongue-in-cheek commercials are designed to
be “more entertaining, with more of an emotional connection with con-
sumers . . . less didactic,” explains Mars vice president Paul Michaels.
Mars handed its accounts—worth $400 million a year—over to BBDQO
in 1995, after it split with longtime ad agency Bates Worldwide. Mars
fired Bates in protest when the founder and chairman of the agency,
Maurice Saatchi, was ousted by dissatisfied shareholders.

Analysts say the switch to BBDO is one of the most positive things to
happen at Mars in decades. Under the creative direction of the new
agency, Mars has revitalized M&M’s image and introduced the brand to
a whole ncw generation of candy eaters. The addition of the blue M&M
and the revival of the animated M&M characters have endearcd the fifty-
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year-old product to today’s five-year-old consumers.

BBD(’s advertising has becn on the air only since September 1996,
but Mars is already secing results; both M&M’s and Snickers sales are
climbing. And while this is promising for the company, it should be no
surprisc: Mars continues to have incredibly strong brands and extraordi-
nary manufacturing prowess. Despite the criticisms of the brothers’
management style, Mars has secn its revenues increase at an average rate
of 14 percent each year since they took control, and Mars is still the
No. 1 candy company in the world. But, inside the company and out,
everyone knows that Mars is not fulfilling its immense potential.

“Mars has a number of tough challenges on every front, but there are
opportunities,” said one current executive, “The real issue is leadership.
The Mars [family| nceds industrial-strength therapy to get them to har-
ness what the company is capable of doing.”
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CORPORATE
CANDY

EIGHTTEN OF THE TOP TWENTY
CANDY BRANDS ARE MANUFAC-
TURED BY HERSHEY AND [MARS.
THE CXCEPTIONS; BUTTER-
FINGER, A NESTLE PRODUC I,
AND TooTsit RoLLs.

(.{;j(m MOST OF us, just looking at a box of Jujyfruits—
those jaw-achingly chewy candies—conjurcs up memories of Satur-
day afternoons spent in the movie theater watching Warner Bros.
cartoons and Disncy features. But the company that makes these
fruit-shaped sweets, Henry Heide Candies, Inc., dates back to even
before Edison invented the Kinctoscope. Henry Heide was a German
immigrant who opened his first candy shop in New York City in
1869. For well over a century, generations of the Heide family have
continued the tradition of candy making, turning out Jujyfruits,
Drops, Red Hot Dollars, Mexican Hats and Jujubes—named tor the
juju gum that is the main ingredicnt.



Philip Heidc, great-grandson of the original founder, talks proudly of
his family’s heritage. “We’re the oldest continually operating candy
company in America,” said Heide in an interview in 1992, “The recipes
for our candics go back before the turn of the century, before most other
candies were even invented.” Heide and his brother, Peter, grew up in
the plant operated by their father. Their lives revolved around sweets.
They were popular with their friends because their dad owned a candy
company. They can remember going into the factory and cating Jujubes
fresh off the line. Philip spoke wistfully about how few companies like
his are left in Amcrica. “The family-owned candy company is fast be-
coming a relic,” he said. “There aren’t many dinosaurs like us around
anymore.” When asked if Heide would survive the chocolate wars,
Philip sighed and said with a look of deep concern, “I hopc s0.”

Three years later that hope was dashed, when Hershey acquired
Heide for $13 million. In explaining the sellout, Philip Heide said his
company could no longer afford to compcte against the big players in
the industry. “Economically, this made the most sense for our business.”
Philip Heide has since joined Hershey’s sales staft and Peter Heide is
overseeing the firm’s manufacturing for Hershey.

Hershey bought Heide as part of an aggressive plan to expand into
nonchocolate candies. In recent years, the company has extended its
market by introducing dozens of sugar-based candies, and Heide’s facil-
ities werc ideal for making products like jelly beans and gummy candies.

To pursue its new strategy, Hershey has been actively buying small,
successful independents. The Heide acquisition was only onc of a half-
dozen takeovers by Hershey in the last decade. In 1996, the company
purchased the brands of Leat North America, including Jolly Rancher,
Whoppers, Good & Plenty, PayDay, Heath, Milk Duds and Xylifresh
gum. These new products have expanded Ilershey’s growing array of
sugar-based treats. The company now makes ‘I'wizzlers brad licorice,
Amazin’ Fruit gummy candy, TasteTations hard candies and a line of
soft, chewy caramels, introduced in 1997, which harken back to Milton
S. Hershey’s first success, his Crystal “A” candies.

Market watchers say the nonchocolate scgment is the battleground of
the future. Hershey’s recent forays into this arena have alrcady increased
its space on the candy rack fivefold, and the company shows no sign of
slowing its expansion. In March 1988, Hershey put new muscle behind
Leal’s Jolly Rancher brand of hard candies, introducing Jolly Rancher
Jolly Jellics. Hershey also has major plans for Heide’s Wunderbeans.
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Mars is anxiously trying to duplicate its rival’s success. In 1997, the
brothers launched their first sugar candy brand since Skittles, more than
a decade carlier. The new Starburst Fruit Twists and Starburst jelly beans
are going head-to-head with Hershey’s Twizzlers and Wunderbeans.
Mars is also testing a new line of hard candics to compete against Taste-
Tations; these candies would also capitalize on the Starburst name.

Until the carly 1990s, the chocolate giants showed little interest in
sugar-based confections, considering it a low-profit, low-profile busi-
ness. But Americans’ latest nutrition fad suddenly has made this long-
ignored segment very popular. As Lisbeth Echcandia explains, sugar
candy can be labeled fat free, and “thesc days, that’s very appealing.”

Hershey’s aggressive cxpansion has been directed by Kenncth Wolfe,
who replaced Zimmerman as chairman and CEO in 1994. Wolfe, a
thirty-year Hershey veteran, has changed much about the company since
taking over the corner officc. The soft-spoken leader is quick to point
out that Hershey has boosted revenues from $3.5 billion in 1993 to
$4.3 billion in 1997, whilc carnings have grown from $193 million to an
impressive $336 million. Wolfe boasts that Hershey’s stock price has
reached unprecedented highs since he took the helm, growing 44 per-
cent in 1997 alone. He is at easc talking about things like profit growth,
P /E ratios, return on capital—Wall Street terms his predecessors took
little interest in.

“IPm a different person than Dearden, Zimmerman or Mohler,”
Wolfe said in 2 1998 interview. “I perhaps am a little more conscious of
our stock price and what we have to do to improve the stock price, to
give value to our sharcholders.”

The way he talks, Wolfe could be the CEO of any Fortunc 500 com-
pany. He is very awarc of the connections between Hershey and the
financial world; he regularly spends time talking with stock analysts and
investment bankers; he plays down his small-town roots (born in
Lebanon, Pennsylvania, just miles outside of Hershey); and he wears the
powecr cxccutive’s uniform: dark pinstriped suits, monogrammed cuffs,
gold-rimmed plasses,

Whereas William Dearden had run the company from Milton’s High
Point Mansion, Wolfe conducts his business each day from a modern
glass-and-brick office complex atop a hill across from the Hotel Hershey.
The complex, an example of uninspired corporate architecturc, was built
in 1991 to house Hershey’s burgeoning bureaucracy. Milton Hershey’s
mansion is now home to the Hershey Trust offices, and Milton’s
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sccond-floor suite of rooms has been restored to its original state,
though you necd special permission to view it. Wolfe doesn’t get there
very often; he’s too busy planning the company’s future.

Wolfe states matter-of-factly that he sees his job as running “this
business in a way that will generatc the maximum value.” To do that,
Hershey is “going back to our roots,” he said. “We ar¢ primarily a con-
fectionery company.”

Industry analysts have watched the recent changes at IHershey with
excitement. “This is not the staid old candy company [of days gone
by],” said Leonard Tictelbaum of Merrill Lynch. “Hershey is making a
run for the candy aisle.” Analysts say they expect Wolfe to sell the com-
pany’s pasta business in the near future so that all of the company’s
efforts can be concentrated on candy.

But with each move that makes Hershey bigger, more and more small
companies are squeezed out of the business. James Hanlon, former pres-
ident of Leaf, bemoans the rise of the candy bchemoths. “Pretty soon
there’ll be no one else left,” he said in 1992, foreshadowing Hershey’s
acquisition of his own brands. “There’ll be no independents. No small
niche players. Everybody will be cither Hershey, Mars or Nestlé.”

Analysts agree that mergers and acquisitions will continue to shrink
the industry. “It used to be that anybody with a good recipe and a catchy
name could get their product into the candy aisle,” said Echecandia of
Confectioner magazine. “But that’s not true anymore. You need musclc,
lots of muscle and deep pockets to compete against the Mars and Her-
sheys of the world.”

At one time, the seasonal candy market was almost cxclusively domi-
nated by small, family-owned businesses like Bob’s Candy Cancs, which
makes nothing but the Christmas trce decorations, and Palmer Choco-
lates, which sells Easter treats like giant bunnies and hollow eggs. But in
the past decade, Mars, Hershey and Nestlé have stormed the scasonal
tradc, hawking their own year-round brands in special holiday colors and
packaging,

These seasonal sales are big business; ncarly half the candy purchased
each year is bought in connection with the holidays. Christmas, Hal-
loween and Easter cach bring in nearly $1 billion in wholesale revenue,
and Valentinc’s Day adds another $700 million.! The candy giants’ new
aggressiveness in this market has wreaked havoc on smaller companies,
who have suddenly scen the shelf space for their most profitablce prod-
ucts disappcar.
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The small players say it’s becoming impossible to prevail against the
marketing savvy of Mars and Hershey salesmen, who have sophisticated
data to show retailers that their products are the most profitable. “Why
should the store manager put a Goo Goo Cluster on the shelf when he’s
got Mars and Hershey breathing down his neck with stats that show
their products will outsell a Goo Goo Cluster, ten to one,” explained
Echeandia. Little companies are relegated to selling their products at
rural truck stops and gas stations.

But for consumers, there are some benefits to consolidation. Since
Hershey purchased Leaf, for example, the company has invested gener-
ously in brands like PayDay, vastly increasing distribution of products
that had been languishing.

“When Leaf had PayDay, they weren’t doing anything with it,” said
Wolfe. “We’re breathing new life into the brand; we’ve got the resources
to do that.”

But ultimately, as in the much heralded and closely watched “cola
wars,” the battle between the industry titans cnds up killing the little
guys, while the giants grow ever stronger. As the two contenders com-
pete for shelf space, they leave no room for smaller companics or
regional competitors. “The public’s choice of candy is getting steadily
narrower as Mars and Hershey take over,” said Ray Broekel, the candy
bar historian.

The two giants now control approximately two-thirds of the candy
aisle, and their dominating presence is making it harder and harder for
less prominent companics cven to get their products in front of the cus-
tomer. It has reached the point where candy companics that want to
compete against Mars and Hershey must actually pay rctailcrs just to get
them to put their products on the shelf.

The dual trends toward consolidation and homogenization appear
unstoppable. In 1997, Americans consumed 25.6 pounds of candy per
capita, and the retail value of candy sales reached $28 billion—both all-
time highs.? As a result, the candy industry has been reporting record
profits, so you might expect more and more companies to enter the
market. In fact, more and more independents are dropping out. The
roster of companies attending industry tradc shows is stcadily shrinking,
and only a handful of new independent brands have been launched in
recent years,

For candy maker Salvatore Ferrara II of the Ferrara Pan Candy Co.
in Chicago, the trend is alarming. Ferrara’s grandfather, after whom
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Salvatore was named, started the business in 1908 after coming to the
United States from Italy. In a partnership with his brothers-in-law—the
Buffardis and the Paganos—the Ferrara Pan Candy Co. grew into an
American icon.

The company made the original Atomic Firc Balls, Jaw Breakers,
Boston Baked Beans, Lemonheads and Red Hots. In the Forest Park,
Ilinois, factory where these candics are made, you can almost smell his-
tory. Some of the equipment dates back to the firm’s founding, includ-
ing the ancient, hand-hammered copper pans that have rolled the
ingredients together for decadcs.

The 450 people who work at lierrara sce the indusiry uends but pray
that Ferrara can stay just the way it is. “This company is different because
of the family orientation. Everybody here can feel that aspect of the busi-
ness. It’s personal. Tt’s warm. You know they’re going to take care of
you,” said Raymond Johnson, one of the factory workers.

But there are signs that times are changing at Ferrara. In 1991, the
company hired its first nonfamily member into a top managerial posi-
tion. Steve McMichael, a former cxecutive of E. J. Brach Corp., is Fer-
rara’s vice president in charge of sales. It has also hired a director of
marketing {from outside the ranks.

“We don’t want to lose our family orientation, but at the same time
we recognize we have to be flexible for the future,” said Ferrara. “If we
can’t do that against giants like Mars and Hershey, we’re finished.” The
vencrable family-owned company, with its proud history and its well-
worn equipment, cannot rely on tradition. It has to keep running, learn-
ing and evolving if it is to continuc into the next gencration.

“l'o survive in the long run we’re going to have to expand,” said the
Ferrara president. “We’re going to have to acquire other businesses and
get aggressive. Otherwise we won’t have the clout we need to get our
products to the consumer.”

Ferrara has watched Hershey’s expansion into sugar candies with
concern, but not resignation. Ferrara has struck back in its own style.
Rather than acquiring other firms, Ferrara has ncgotiated a scries of
high-profilc licensing deals to link its candy with Hollywood movies and
cartoons. The family-run business became the sole purveyor of dinosaur-
shaped candies in conjunction with the Steven Spielberg hit Jurassic
Park. They spent $2 million on promotion for the Jurassic Park line.
The company has agreements with Walt Disney Co. and Hanna-Barbera
productions to sell fruit snacks in the shape of characters like Chip and
Dale and the Jetsons. The company is also starting to market co-branded
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products. For example, it rccently introduced Sun-Maid chocolate-
covered raisins and Planter’s chocolate-covered peanuts.

«This is the modern way for morc sales and bigger market share,”
said Ferrara. IIc also knows his company will have to widen its distribu-
tion from drugstores and convenience stores into supermarkets if its
brands arc to survive.

Between 1994 and 1997, Ferrara sales have more than doubled.
The company is working hard to boost its brand recognition, a move
Ferrara sees as critical to the futurc of the business. Steven Parker, a
candy buyer for Walgreen Co., said this strategy is working. “They’ve
upgraded their image tremendously. Now you know the products are
Ferrara Pan candies.”

But the statistics are stacked against companies like Ferrara Pan.
According to John Ward, a professor at Loyola University in Chicago,
only 35 pcrcent of all family businesses make a successful transition from
tirst to sccond gencration, and only 15 percent make it to the third. Less
than 1 percent of family businesses are passed to the fourth generation.

At one time 95 percent of candy companies were family-owned, but
now it’s only 60 pcrcent, keeping in mind that “family-owned” doesn’t
always mean “little.” Mars is family-owned. So is Tootsie Roll.

“The dilemmas faced by family businesses are very unique,” said
Craig Aronoff, dircctor ot the Family Business Forum, a think tank on
family-owned businesscs. Problems with succession and sibling rivalry
can doom even the most successful family firms. “In a family-run busi-
ness there are people playing many difterent roles, and it is sometimes
hard to keep those roles straight.” Many candy companies have already
succumbed to these pressures. The H. B. Reese Co. was a prime exam-
ple, deciding to sell to Hershey only after a bitter battle for control
among the siblings who inherited the company from their father.

Thesc issucs loom large for the Mars family. All togcther, John, For-
rest Jr. and Jackie have ten children and seven grandchildren, and at any
one time, as many as half a dozen Mars offspring arc likely to be work-
ing in the company. Although they’re outwardly treated no differently
from other associates, it’s clear, say managers, that someday this gencra-
tion will assume control. But how and when the brothers will pass the
baton is anyone’s guess.

That’s “the big unknown,” said former top executive Claude Eliette-
Hermann. Senior executives have tried for years to get an answer to that
question, he said, but the family is playing it “very close to the vest,”

Former associatcs maintain that Forrest Jr., now in his sixtics, has

2
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been trying for years to retire and leave the company in the hands of
brother John. But, they say, his desire for control is too great; he just
can’t let go.

Pointing to this, some associates are concerned about the company’s
future. They say it won’t be as casy for the brothers to simply walk away
as their father did, because this would leave Mars, Inc., in too many
hands.

The rumor in the industry is that John, Forrest Jr. and Jackie arc for-
bidden—as a condition of their ownership—to sell any part of Mars. But
whoever inherits their stock, one industry leader says, may do whatever
he or she pleases with the business. The family would not comment on
any of this.

The family patriarch, Forrest Sr., seems to have little faith in the next
gencration of Mars children, and he is concerned for the company’s
future. So concerned that in 1992—at cighty-cight years of age and
ncarly twenty years removed from active management in the company—
he mct with Nestlé chairman Helmut Maucher to discuss a merger. For-
rest had never been interested in kecping Mars private if that wasn’t
ultimately best for the company. The only thing he cared about was
seeing the busincss thrive. If that meant a merger with Nestlé¢, so be it.

Over lunch at the Hotel President in Geneva, the two men debated
the advantages of combining their strengths. Hank Vogel, who at the
time was Jackie Mars’s husband, accompanied Forrest on his trip to
mcct with Maucher. Vogel says Forrest was very interested in working
out a deal with Nestlé whercby his sons would continue to manage the
company until their retirements, but the company would not pass to the
next generation. But, Vogel says, when Forrest Sr. discussed the possi-
bility of the merger with his children, John and Forrest balked. Angry
that their father had initiated discussions with Nestlé behind their backs,
they insisted that it was their company now, and they would do with it
what they wanted. The brothers reportedly felt that selling out to Nestlé
would be an admission of defeat. Their sister, Jackic, was in favor of the
deal. But then again, she has not invested her life in the company the
way her brothers have.

Officially, Nestlé and Mars deny these talks even took place. When
asked if John and Forrest Jr. were considering selling the firm, Ed Stege-
mann laughed and said that was the last thing on their minds. They
didn’t put all this hard work into the company just to turn around and
hand it over to someone else.
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Forrest Sr. has told friends that if he had it to do over again, he’s not
sure he would give the business to his children. “They think they can’t
run it into the ground, but they can,” he told Hank Vogel. Forrest’s sen-
timents were cchoed by a prominent marketing industry newsletter in
1994, which gave Forrest Jr. its “worst marketer” award. The Delancy
Report cited Forrest Jr. “for allowing Mars to continue to lose ground
in the candy battle with |Hershey]. For permitting management turn-
over at high levels to continue unabated during the past three years,
which has caused disruption in the ranks. For a lackluster new product

program.”3

Of course, the real question is not the ability of John and Forrest Jr.,
but that of the next generation. Of the ten grandchildren, Jackie’s three
children are said to have shown little interest in the business. Forrest Jr.’s
oldest daughter, Victoria, has worked in the company’s pet food division
in England. His daughter Pam, according to Ed Stegemann, is running
the Mattoon, Illinois, pet food factory and doing “a damn good job.”
Linda Mars, John’s only daughter, has been working to develop new
markets abroad. John’s son Mike, who graduated from Duke in 1991,
has been working in the Hackettstown plant, and some believe he could
be the one to run the company someday. But others in the company
believe that John’s eldest son, Frank, is the chosen heir.

Frank’s career looks a lot like those of his father and his grandfather.
The young Yale graduate has built his own business in the suburbs of
Phoenix, where he manufactures Styrofoam packaging specially de-
signed to keep chocolate products from melting in transit. He sells the
packaging to two Mars divisions, along with other packaged goods com-
panies. He lives in a sparsely furnished apartment, and he tells friends
he’s “just an average guy.” And, squarely in the tradition of the secretive
world he could inherit, he docesn’t talk about the future of Mars.

o

C"% has been a quarter century since Forrest Sr. gave up the business,
and the years have taken their toll. He is in good hcalth for a man of his
age, although he spends mast of his time in a wheclchair, the result of a
stroke he suffered in 1994. He and his companion, Janet (a former Mars
secretary), seldom travel abroad anymore, though they spend winters in
Miami.

While his various projects kept Forrest busy through the 1970s, they
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proved unable to absorb his encrgies and attention for more than a few
years. In 1980, bored with retired life, he invited some of his old col-
leagues to join him in building another candy company. Forrest named
the business Ethel M Chocolates, after his mother. The new factory,
located in Las Vegas, makes fine liqueur-filled candics.

Forrest established the venture in Nevada because it is one of the few
states that allowed the salc of liqueur-filled cordials. He has been trying
ever since to expand the number of states where it is legal to scll his new
products. He took the fight to state legislators in Texas, where a group
called Children Against Alcohol in Chocolates lobbicd strongly against
the Mars product and won. Their major source of funding? Insiders say
it was Hershey.

Despite the loss, Ethel M has gotten off to an impressive start. Within
a few years of its opening, thc company had reached annual sales of $150
million, from seventy Ethel M stores throughout the West.

This success should come as no surprise; Forrest Mars runs Ethel M
the way he has run all his businesses. He lives in a penthouse above the
factory and spics on his workers through onc-way mirrors. Employces
call him the “phantom of the candy factory.”

e

COn July 1, 1999, six months after this book was first published, Forrest
L. Mars, Sr., died in his sleep at his home in Miami. He was ninety-five
years old.

‘There was no press release to mark the passing of one of America’s
most innovative and successful businessmen—no detailed list of his
accomplishments, no lovingly crafted eulogy. Even in dcath, Forrest Sr.
tricd to remain completely anonymous: The day after he died, from
natural causes, a spokesperson for the M&M/Mars candy division
refused even to admit that he had worked for the firm.
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NOTES

CHAPTER |: BAR WARS

The account depicted here is based on interviews with dozens of
sources, including current and former Mars associates, current Hershcey
employees and scientists and chemists who have consulted for either onc
company or the other on developing non-melting chocolare. The spe-
cific account of Omar Sharir was provided in an interview with Theo
Leenders in the summer of 1991. Mike Davies shared the story of the
“SuperSavers” program and Mars’s cfforts to turn the gulf crisis into an
opportunity. The account of Ed Stegemann’s reaction to the gulf crisis
was provided by sources close to him who asked to remain anonymous.
William McComus of the Battclle Memorial Research Institute provided
invaluable insight into the race to develop non-melting chocolate, and
many scientists in the ficld contributed their knowledge and under-
standing of chocolate’s chemistry to the account provided here. 'The
details of the unfolding war were taken from newspaper accounts in The
Washington Post and The New York Times. Attorneys familiar with the
GAQO dispute provided details of that legal battle.

1. The name “Omar Sharir” is a pseudonym, used to protect the employec’s iden-
tity.

2. Mars’s internal sales figure, provided by Mike Davies in an interview with the
author.

3. Scveral sources close to Stegemann have shared information on his background,
including that he once served as a U.S. intclligence agent. Stegemann himself

declined to discuss matters he deemed “personal.”
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4. Details of Hershey’s Field Ration D provided by Samuel Hinkle in his unpub-
lished manuscript, pp. 414-15, pp. 387-88.

5. Malcolm Gladwell, “A Chocolate Advance of a High Degree: New Confection
Resists Melting,” The Washington Post, May 3, 1988. Food-Tek has continued to
work on its non-melting chocolate, and although I have not tasted it, T understand
that it now approaches the flavor and mouthfeel of “real” chocolate. Food-Tek’s
technology has continued to expand its presence in the marketplace and now
appears in various successful products in the U.S. and overseas.

6. Ibid.

7. Ibid.

8. Ibid.

9. Information on the availability of Mars products was provided by the company
and confirmed in interviews with U.S. soldicrs and Pentagon officials.

10. Interview with author, Dccember 1993,
11. GAO casc file #B-245250.

12. Tbid.

13. "T'his refers to the size of the wholesale market in 1996, as reported by the U.S.
Department of Commerce. The size of the retail market that year was $21 billion,
according, to the Nartional Confectioners Association.

14. Interview with author, May 1991.

15. I conducted the interview with Stegemann and wrote the brief story that
appeared in The Washington DPost.

16. Intcrview with author, January 1994.

CHAPTER 2: CANDY FROM STRANGERS

Over the course of cight years—between 1989 and 1997—I inter-
viewed more than 200 people intimatcly familiar with the candy indus-
try in the United Statcs. This overview is based on those interviews and
my own personal observations, made during tours of various candy fac-
torics, including those of Mars, Hershey, Tootsie Roll, Ferrara Pan,
NECCO and Heide. Much of the historical information included here
came from the National Confectioners Association (NCA) and the
Chocolate Manufacturers Association (CMA). Lisbeth Echeandia, pub-
lisher of Confectioner magazine, provided an invaluable perspective on
the industry, as did Richard O’Connell, who for thirty years ran the
NCA and the CMA. Ray Broekel, a noted candy bar historian, also pro-
vided historical information based on his own archival collection of
candy bar wrappers and trivia. Brockel is the author of two books about
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candy bars that were particularly helpful in my research—The Great
American Candy Bar Book (Boston: Houghton Mifflin Company,
1982) and The Chocolate Chronicles (1llinois: Wallace-Homestead Book
Co., 1985).

1. Hinkle manuscript, p. 778.
2. Bascd on statistics compiled by A. C. Niclsen, Information Resources, Inc., and

DEBS/Candi Snacs Vending Data. This 75 percent figure is what the industry refers
to as the “front end”—the share that Hershey and Mars have of the typical candy
rack at the grocery or drugstore checkout or vending machine.
3. Ronald Kessler, “Candy from Strangers,” Regardie’s Magazine, August 1986.
4. 1 tricd repeatedly to interview Mars and Hershey executives on the record
about the GAQ dispute, but all attempts were met with “no comment.” Even ex-
employees were uncomfortable talking, saying the incident was too recent and too
painful.
5. After initially declining to be interviewed, current Hershey CEO Kenneth Wolfe
agreed to a one-hour telephone interview, which took place on January 16, 1998.
6. Shechan left the NCA in 1996. He was replaced by Jim Corcoran.
7. Interview with author, August 1989.
8. Interview with Lynn Dornblaster of New Producr News, which tracks the
numbcr of new consumer goods introduced annually.
9. Interview with Mars research and development executive Allan Gibbons, July
1991.
10. Ibid.
11. Iershey has since purchased Leaf, thereby acquiring the Heath brand. Analysts
speculate that Hershey will eventually drop Skor in favor of the better known Heath.
12. “Candy Almanac,” published by the National Confectioners Association, Vir-
ginia, n.d.
13. Information collected from various Hershey insiders.
14. The description of how Mars deals with outside contractors was provided by
several ex-cmployees and conlirmed by one contractor who was assigned ro fix
machinery in the Hackettstown facility.
15. “Welcome to Lollipop Land,” Ingram’s Magazine, December 1992,
16. Brockel, The Great American Candy Bay Bovk.
17. Interview with author, January 1994,
18. Interview with author, Junc 1993.
19. “The Confectionery Elite,” Confectioner magazine, May/JTunc 1997.
20. Sales figurc for M&M?’s provided by Mars insiders. Sales of Camel cigarcttes and
Maxwell House coffec were each less than $2 billion in 1997, according to pub-
lished newspaper accounts.
21. Confecioner magazine estimated sales of Reese’s Peanut Butter Cups at $500
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3.2

million in 1997. Thar year, sales of Advil were estimated at $431 million and sales of

Ivory Soap at $98 million.

CHAPTER 5: THE PLANET MARS

‘I'he portrait of the company rendered herc is based largely on personal
observation. Between 1990 and 1992, T toured the company’s factories
around the United States and Europe, watching firsthand how Mars
operatcs cach of its divisions: per food, rice and candy. I was given unre-
stricted access to the firm’s employees and was also permitted to inter-
vicw John Mars and his brother, Forrest Jr. To complete my picture of
Mars, I also interviewed numerous ex-employces. In all, I spoke with
more than 150 people intimatcly associated with the company. 1 also
drew on the handful of profiles written about Mars, including Thomas
W. Lippman’s two-part serics that appcared in The Washington Post on
December 6 and 7, 1981, and Ronald Kessler’s cover story for Regard-
ie’s Magazine that appeared in August 1986.

The statistics found in this chapter werc provided by Mars insiders,
including sales figures and data on the size of the firm. Though Mars has
always tried to downplay the size of its business, 1 believe the figures used
here are accuratc. Where possible, the numbers were confirmed with
knowledgeable outside sources. In some instances, I discovered major dis-
crepancies. For example, Ed Stegemann told me repeatedly in interviews
that Mars had sales of $9 billion in 1991. But in a meeting with associates,
Phil Forster said sales that year were $12 billion. When asked about the
inconsistency, Stegemann acknowledged the higher figure was correct. In
company literature printed in 1997, the company is reporting 1996 sales
of $12 billion. But a high-ranking cxecutive with access to the proper
information put sales for 1996 at more than $18 billion. He said it was
standard company practice to underreport sales figures, noting that such
information would be material to Mars’s competitors.

1. The Mars family ranked rhird on Fortune magazinc’s list of the world’s wealth-
iest peoplc in 1989. The family has since been bumped down the list, but continues
to rank among the top fifteen.

2. According to Fortune magazinc’s Fortune 500 list for 1998, RJR Nabisco sales
were $17.1 billion, McDonald’s sales were $11.4 billion and Kellogg’s sales were
$6.8 hillion. Hershey Foods reported annual sales of $4.3 billion in 1997,

3. Figure provided by former Pedigree associate,
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4. Budget figures from “100 Leading National Advertisers,” Advertising Age,
www.adage.com /dataplace /archives /dp031.htm].

5. Bill Saporito, “Uncovering Mars® Unknown Empire,” Fortune, September 26,
1988.

6. Thomas W. Lippman, “The Mars Empire: How Sweet It Is,” The Washington
Post, December 7, 1981.

7. Vogelsinger has since been rehired. She played a significant role in convincing
Mars to provide photographs for this book and arranging an interview with execu-
tive David Badger to discuss Mars’s recent global activities.

8. Some of the photographs taken for The Washington Post Magazine cover story
were subscquently provided to me by Mars for usc in this book.

9. "Though Mars declined to cooperate with the writing of this book, the company
agreed to an interview with executive David Badger in January 1998, just as the
manuscript was nearing completion. The company also provided many of the photo-
graphs that appear in the book.

10. John Gorham, “The Billionaires,” Forbes, July 6, 1998.

11. Sales of PB Max provided by former Mars marketing exccutive, who asked to
remain anonymous.

12. Interview with author, December 1991.

13. Interview with author, July 1990.

14. Sales figures for 1973 provided by Forster.

CuarTer 4: Moty v Your Moutn

The account of Forrest’s discovery of M&M’s came from a videotaped
interview that Forrest Mars, Sr., made for the family’s personal archives.
Sales figures for the candy were provided by company sources and con-
firmed with available market data.

CHAPTER 5: 1O THE TIILKY WAY AND BEYVOND

The history of the Mars company detailed here was compiled from the
following sources: the family’s personal archives, numerous former
employees of the Slough factory and the Chicago factory who asked to
remain anonymous and the following Mars associates: Ed Stegemann,
Phil Torster, John Mars, George Greener, David Brown, Charles Kauf-
man, Paulette Perkins, Hans Fiuczynski, Al Aragona, David Badger,
John Murray, Al Poe, Michacl Murphy, Ron Smiley, Robin Pedler, V. .
Spitaleri, William Hellegas and Mike Tuttle.
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The account of the relationship between Frank Mars and William
Murric came from interviews with Hershey employees who worked at
the company during the 1930s and 1940s and from members of the
Murric family.

1. Al Chase, “Standard Set by Mars Plant Built in 1928," Chicago Tribune,
November 15, 1953.

2. Interview with author, March 1993.

3. Richard Murric, “The Story Behind a Hershey Bar” (senior thesis, Princeton
University, 1939).

4, Forrest has acknowledged working at two Swiss chocolate factories. The specific
factorics were identified by a source close to him.

5. Hinkle manuscript, pp. 58-59.

6. Firsthand observation from tour of the Elizabethtown factory.

7. The Cadbury and Rowntree families have denied this claim.

CHAPTERS 6 AND 7; THE CANDY MAN AND SWEET DREAMS

The history of the Hershey company was drawn largely from materials at
the Hershey Archives. I relied heavily upon two unpublished manu-
scripts that detailed Milton Hershey’s boyhood and the development
and management of the company between 1875 and 1950. Samuel
Hinkle, former Hershey CEO, wrote his memoir of the company upon
his retirement from the firm. The information contained therein was
drawn directly from company documents and Hinkle’s personal obser-
vations. The Wallace manuscript was written in 1955 by Paul Wallace,
who was hired by the Hershey Trust to write an autobiography of
Milton Hershey. Wallace had access to the records of the Hershey
Chocolate Corp., the Hershey Estatcs and the Hershey Trust Co. He
also relied heavily on the recollections of Hershey’s friends.

To fill out the picture of Milton Hershey and his company, I also
reviewed the oral history collection of the Archives and conducted
dozens of my own intcrviews with Hershey residents and cmployces
(past and present). I also read through onc hundred years’ worth of
newspaper clippings about the company in The New York Times, The
Wall Street Journal, The Philadelphia Inquirer and other newspapers.
Other people closely associated with the company provided invaluable
information, including members of the Murrie, Reese and Stover
families. My portrait of M. S. Hershey would not have been complete
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without the additional insights provided by Hershey archivist Pam
Whitenack.

CHAP1IER 8: FroM BEAN TO BAR

There have been numerous books written about the history of choco-
late, but the following were invaluable in the writing of this scction: L.
Russell Cook, Chocolate Production and Use (New York: Books for
Industry, 1972); Marcia and Frederic Morton, Chocolate: An Illustrated
History (New York: Crown Publishers, 1986); Allen M. Young, The
Chocolate Tree: A Natural History of Cacao (Washington, D.C.: Smith-
sonian Institution Press, 1994); and Sophie D. Coc and Michael D.
Coe, The True History of Chocolate (London: Thames and Hudson Ltd.,
1996). Also helpful were A. W. Knapp, The Cocoa and Chocolate Indus-
try (London: Sir 1. Pitman & Sons, 1930); W. T. Clarke, Literature of
Cocoa; and Richard Cadbury (Historicus, pscud.), Cocon: All About It
(London: Low, Marston, 1896).

1. Associated Press, “HMMMM: Sensuous M&M ad receives green light,” April
27,1998,

2. Information on the caffeine content of chocolate provided by the National
Contectioners Association, which says that levels of caffeine range from 2 to 23 my.
in a 1.4-ounce bar of milk chocolate. A cup of coffee, by comparison, contains 150
to 200 mg.

3. Christine Chiancse, “Briefer Madness,” The Sciences, March /April 1997.

4. Carl Bergen, “Chocolate and Mood,” Popular Science, September 1982,

5. “Backgrounder on Phenylethylamine,” press release provided by the National
Confectioners Association, Virginia, n.d.

6. Judith Stone, “Life-Styles of the Rich and Creamy,” Discover, Scptember 1988,

7. Suzanne Hamlin, “It’s Hard to Ignore Cravings: Researchers Can’t Resist,” The
New York Times, Fcbruary 22, 1995.

8. Ibid.

9. Marcia and Frederic Morton, Chocolate: An Ilustrated History (New York:
Crown, 1986), p. 28.

CHAPTER 9: CiiocoLaTe Town, U.S.A.

This chapter also draws heavily on the Hinkle and Wallace manuscripts,
and on other materials found in the Hershey Archives. The description
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of the development of the Hershey flavor came from these sources and
was further detailed in interviews with numerous industry sources. Scv-
cral “chocolate cxperts” were particularly helpful, including Reg
Ohlson, Maurice Jeffery, Malcolm Blue, Allan Gibbons, Earl Allured
and George Greener.

The account of how cocoa beans have changed over the centurics is
drawn from intcrviews with industry cxperts and from Young’s The
Chocolate Tree.'The discussion of the importance of “conching” is drawn
from Cook’s Chocolate Production and Use and from numecrous chemists
who specialize in the manufacture of chocolate.

1. Interview with author, January 1993.

2. Interview with author, April 1994,

3. James C. Young, “Hershey Unique Philanthropist,” The New Tork Times,
November 18, 1923.

4. Hinkle manuscript, p. 174.

5. Intervicws with Mars sources.

6. Ibid.

7. Interview with author, May 1993.

8. This method of wrapping Kisscs was told to me by various women who worked
in the wrapping room in the early part of the century.

9. Workers were paid 10 cents for cvery 20 dozen Kisses wrapped, according Lo
Pam Whitenack of the archives.

CuaPTIR 10: BITTERSWEE

The description here of the Milton Hershey Industrial School (known
today as the Milton Hershey School) is drawn trom various sources,
including the school’s own literaturc and the school’s newspaper, The
Spartan. Mark Cohen’s well-researched article in The New York Times,
“Uncle Milty’s Tost Kids,” August 1, 1993, also informed my writing.
Details on the founding of the orphanage came from the Murric thesis
and press reports in The New York Times and The Philadelphia Inquirer,
in addition to the Wallace and Hinkle manuscripts.

The account of Hershey’s activities in Cuba was informed by the
Hinkle manuscript and by Joseph Richard Snavely’s book, An Intimarte
Story of . ... M. S. Hershey (Hershey: ]. R. Snavely, 1957).

The account of the strike and Milton Hershey’s later years were
drawn from the oral history collcction at the Hershey Archives, the Wal-
lace and Hinkle manuscripts and various press reports.
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. Wallace manuscript, p. 122.

. Kelly Corvese, Letter to the Editor, The New York Times, August 29, 1993.
. Interview with author, April 1994.

. The New York Times, July 21, 1984.

. Hinkle manuscript, p. 346.

. Ibid., p. 366.

. Wallace manuscript, p. 325.

. Interview with author, Fcbruary 1994,
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ChapTir I): M ano M

The account of Forrest Mars’s “flares” is based on interviews with more
than two dozen pcoplc who worked for him in the 1940s and 19505,
and confirmed in on-the-record interviews with David Brown and Hank
Vogel.

The account of Bruce Murrie’s relationship with Forrest was provided
by Richard Murrie and other members of the Murrie family who asked
not to be identificd. Others close to Bruce Murrie also spoke about his
years at M&M, including workers at the plant who remembered him.

The description of the mecting between Forrest Mars and William
Murrie is based on interviews with the Murrie family and on interviews
with people closc to Forrest Mars. The dialogue recorded here was con-
firmed by Richard Murrie, based on his memorics of his father’s stories.

The account of the death of Milton Hershey and the subsequent
reign of Percy A. Staples is based on press reports and materials from the
Hershey Archives, particularly the Hinkle manuscript. Samucl Hinkle
had firsthand knowledge of Staples, having worked for him directly.

Forrest’s discovery of the parboiling method for Uncle Ben’s rice and
his founding of that company is based on interviews with Ed Stegemann,
Phil Forster, Charles Kaufman and various Uncle Ben’s executives.

The description of Mars’s accounting methods comes from inter-
views with current Mars personnel.

The account of the breakup betwecen Mars and Murrie is based on
information obtained from sources intimately familiar with both parties.

1. From an interview with a close associate of Forrest Mars who recalled many of
his early business philosophies.

2. Figurcs provided by Mars in 1992,

3. Figure for 1994, provided by source intimatcly familiar with M&M/Mars
division.
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Cuapter 12: Sweet HoME, CHICAGO

The depiction of Chicago’s central role in the candy industry is drawn
from numerous sources, including interviews with industry old timers
Nat Sloan, Ncllo Ferrara, James Hanlon, Ellen Gordon, Dominic
Antonellis, Edgar Goldenberg and others who asked to remain anony-
mous. Also helpful were industry experts Susan Tiffany, Ray Brockel,
Susan Smith, Richard O’Connell, Iarry Graham and Lisbeth Echeandia.
Food historian Bruce Kraig contributed greatly to my understanding of
the candy business’s role in the city’s economy and Broekel's The Greas
American Candy Bar Book provided invaluable information on the his-
tory of some of Chicago’s carly confectioners.

The account of Forrest Mars’s takcover of the Chicago factory is
based on intcrviews with more than a dozen people who worked at the
plant at the time and on an article in Fortune, May 1967, that detailed
the events Icading up to Forrest’s victory.

1. Commerce Department annual survey of the industry.

2. Ibid.

3. Tracy Poe, “Sweet Home Chicago: Candymakers Made City Their Capital,”
Chicago Tribune, July 16, 1997.

4. Louis Dombrowski, “Candy Makers Unspoiled by Sweet Smell of Success,”
Chicago Tribune, May 1, 1962,

5. The NCA moved its headquarters to northern Virginia in 1981.

6. “100th Anniversary of the National Confectioners Association,” (NCA
brochure), 1983.

7. Ibid.

8. Alan Gross, “Sweet Home Chicago!” Chicago Magazine, February 1988.

9. Poc, “Sweet Home Chicago.”
10. Al Chase, “Standard Sct by Mars Plant Built in 1928,” Chicago Tribune,
November 15, 1953,
11. “100th Anniversary of the National Confectioners Association.”
12. Sources familiar with the history of M&Ms.

13. Ibid.
14. Sources familiar with the memos.
15. Myron Banks, “Mars to Expand Factory,” Chicago Tribune, April 6, 1958.
16. Eiwood Berman, “Mars Embattled over Succession,” Chicago Tribune, June
10, 1959,
17. Sources who witnessed the meeting,
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CuAPTER 13: BreAKING THE MOLD

The description of what happened after Forrest Mars took over the
Chicago plant is based on interviews with more than two dozen pcople
intimatcly familiar with the events that took place there between 1959
and 1969. Many of these sources witnessed firsthand how Forrest Mars
sct about changing the character of the plant and instituting his own
unique formula for success. The specific account of how Forrcest ran his
busincsses was confirmed in interviews with dozens of past and present
Mars exccutives, including Ed Stegemann, David Brown, Charles Kauf-
man, V. ]. Spitaleri, Phil Forster, Robin Pedler and others who asked to
remain anonymous. | also drew on the profile of Forrest Mars, Sr., writ-
ten by Don Gussow, publisher of Candy Industry Magazine. Gussow
interviewed Forrest personally, and is the only journalist ever to do so.
In tours of Mars facilities around the world, I witnessed how Forrest’s
principles are carricd out today.

The account of Forrest Mars’s breakup with Hershey was provided
by sources close to Forrest and confirmed in on-the-record interviews
with Hershey executives. Some Hershey exccutives acknowledged that
the split was painful for Hershey while others denied that this was the
case. The company was cither unwilling or unable to provide data that
would show the specific effect of the split on the bottom line. T calcu-
lated the result based on numbers provided to me by Mars sources and
on information provided by Richard Murrie, who collected data on Her-
shey’s coating business for his college thesis (see note 3 on page 330).

1. Forster redred from Mars in January 1998.

2. Murrie thesis.

3. Estimate provided by industry experts.

4. In recent years, the Mars siblings have taken out larger dividends, according to
court papers filed in relation to Jackie Mars’s divorce. Thosc papers show that in
1988, Forrest Jr. received a payment of $75 million. (‘That year, Forrest Jr. divorced
his wife of more than thirty years, paying her a divorce settlement of $50 million,
according to court papers.) Jackic Mars received a similar amount in 1990. Bur as a
general practice, the siblings rarcly tap the company’s wealth.

5. Richard Ferguson, “Ar Mars, Sweet Success,” The Times (London), May 8,
1953.




CHAPTER | 4: THE CARETAKERS

The depiction of the Hershey sales force in the 1960s is based on exten-
sive interviews with Larry Johns, Jack Dowd and Earl Spangler and on
the oral history collection of the Hershey Archives. In addition, this
chapter draws heavily on the Hinkle manuscript, which details cvents at
Hershey through 1965.

The portrait of Percy Alexander Staples is based on numerous inter-
views with Hershey executives who knew of him or who worked for him,
and on the Hinkle manuscript. Details of the rise and fall of the cocoa
markets are provided by Hinkle, as is the account of Staples’s obsession
with cocoa bean prices. Hinkle himself wrote of the trip to Cadbury to
investigate the purchase of Cadbury chocolate, and he detailed his own
tenurc as CEO of the company.

Details about the H. B. Reesc Co. were obtained in interviews with
members of the Reese family, and from the oral history collection of the

Archives.

CuApTER | 5: ThiLron's Boy

The profiles of Mohler and Dearden provided here are based on in-
terviews with dozens of Hershey sources and on materials from the
Hershey Archives, including William Dearden’s oral history, given Sep-
rember 29, 1989. Dearden declined to give a personal intervicw, citing
his poor health. (He was diagnosed with Hodgkin’s disease in the mid
1990s.) To provide a fuller picture of Dearden, I read numerous articles
that have been written about him and found the following picces to be
particularly insightful: Jane Shoemaker, “How an Orphan Grew to Head
Hershey Foods,” The Philadelphia Inquirer, March 14, 1976; Charles
Shaw, “Hershey School Grad Heads Hershey Corp.,” Lancaster Intells-
gencer Journal, March 19, 1976; Salim Muwakkil, “Enthusiasm in the
Exccutive Swect,” Success Unlimited, December 1980.

The description of Hershey’s approach to marketing, sales and adver-
tising is based on extensive interviews with Jack Dowd, Larry Johns, Earl
Spangler, Richard Zimmerman and Dick Uhrich, and on the oral history
collection of the Hershey Archives.

1. Shoemaker, “How an Orphan Grew to Head Hershey Foods.”
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. Ibid.

Shaw, “Hershey School Grad Heads Hershey Corp.”
Ibid.

Dcarden’s oral history, p. 3.

. Shaw, “Hershey School Grad.”

. Ibid.

. Dearden’s oral history, p. 7.

. Ibid., p. 8.

. Ibid., p. 7.

11. “Record ’60 Profit Indicated for Hershey Chocolate,” The Wall Street Journal,
Dcecember 28, 1960.

12. Interview with Dowd and confirmed with other sources.

—
o

CnapTeR 16: Tie GREAT AMERICAN CHOCOLATE BAR

The account of Dearden’s raid on Mars came from Dearden himself and
was confirmed in intervicws given to the Hershey Community Archives
by Larry Johns and William Suhring,.

The description of Hershey’s venture into the world of advertising
and the development of the company’s first advertising campaigns was
gathered in interviews with Jack Dowd, Larry Johns, Earl Spangler,
Richard Zimmerman, Dick Uhrich and numerous other sourccs familiar
with these events. Various executives from the advertising firm of Ogilvy
& Mather spoke on condition of anonymity and confirmed the scenes
depicted in this chapter.

1. Jack H. Morris, “Big Chocolate Maker, Beset by Profit Slide, Gets More
Aggressive,” The Wall Street Journal, February 18, 1970.

CHAPTER 170 HOT CoCoA

The portrayal of Hershey’s approach to the cocoa bean market is based
on interviews with more than a dozen pcople familiar with the com-
pany’s strategies, including cocoa traders, cocoa growers, cocoa brokers
and Hershey executives who have participated in decisions to buy or sell
cocoa options.

Information on Hershey bar prices and sizes was provided by the
company.

The effect of Nixon’s price controls on Hershey is based on informa-
tion provided by Uhrich, Dearden, Zimmcerman and Hinkle.
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The description of the inner workings of the cocoa market was gath-
ered from interviews with Hans Scheu and with various cocoa brokers
and traders who asked to remain anonymous. Material for this chapter
was also drawn from Cocon: A Trader’s Guide (Genceva: International
Trade Centrc UNCTAD/GATT, 1991) and Fine or Flavor Cocoa: An
Overview of World Production and Trade (Geneva: International Trade
Centre UNCTAD /GATT, 1987). I also visited the floor of the Coffee,
Sugar & Cocoa Exchange, to witness trading firsthand. Additional infor-
mation about the cocoa crop was drawn from Young’s The Chocolate
Tree and from Cook’s Chocolate Production and Use. Scientists at the
Amecrican Cocoa Research Institute were also very helpful in supplying
information about the dangers to the cocoa crop from disease and pesti-
lence, and on specific undertakings to hclp protect the crop in the
future.

The account of Mars’s cocoa purchases and approach to the market
comes from numerous Mars sources, including those who have traded
cocoa on Mars’s behalf.

1. Though the press described the 1969 move as a price increase, Hershey officials
took umbrage at that characterization. The company had been making both nickel
and dime bars, and Mohler simply discontinued the nickel bar, making the ten-cent
bar the standard.

2. Statistics provided by American Cocoa Research Institute.

3. Ibid.

4. The World Factbook: Céte d’Ivoire (http://cliffic.nosc.mil /~nawfb/fact-
book/iv=e.html).

5. Cocoa: A Trader’s Guide, p. 133.

6. Hershey closed its Hummingbird Hershey rescarch facility in 1988.

7. Susan Tiffany, “Cl Conversations,” Candy Industry Magazine, April 1997.

8. James Brooke, “Where Cocoa Was King, the Weeds Take Over,” 1 4e New York
Times, August 23, 1995,

9. Susan Tiffany, “CI Conversations.”

10. Statistics provided by Chocolate Manufacturers Association.

11. Cocon: A Trader’s Guide, p. 27.

12. Jay Peterzell, “No Bars for Mars at the CIA2,” The Nation, September 14,
1985.

CHAPTER 18: MARS Al IACKS
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The account of Forrest Mars’s relationship with his three children is
based on numerous interviews with people close to the family, including
relatives who asked to remain anonymous and Jackic Mars’s ex-husband
Hank Vogel. I also drew on two profiles that have been written about
the company, the Regardie’s Magazine piece by Ronald Kessler and an
article in Fortune magazine by Bill Saporito, “Uncovering Mars® Un-
known Empire,” Septecmber 26, 1988. Numerous Mars employees also
talked about the Mars family relationships and their effect on the busi-
ness, including David Brown, Al Poe, George Greener, Phil Forster, Ed
Stecgemann, Robin Pedler and more than a dozen others who asked to
remain anonymous. The brothers themselves declined to talk about their
relationship with their father. They did, however, provide details of their
risc through the corporate ranks.

The depiction of John and Forrest Jr.’s management styles is based
on interviews with more than fifty Mars associates, from those on the
production lines to those in the headquarters at McLcan. The descrip-
tions provided were remarkably consistent, and each anecdote included
here was confirmed by at least two independent sources.

1. Hinkle manuscript, p. 122.

2. Ibid., p. 149.
3. Andrew L. Waterhouse, Joseph R. Shirley and Jennifer I.. Donovan, “Anrioxi-

dants in Chocolate [1.etter],” Lancer, September 21, 1996.

4. Martt Kramer, “Lift a Wineglass to Toast Chocolate’s Myriad Charms,” Port-
land Oregonian, January 12, 1997.

5. Brochure published by the NCA in 1982.

6. James Gavin, “Candy Industry Outlook Bright,” Chicago Tribune, December
6, 1966.

7. Survey in Confectioner magazine, March/April 1995.

8. “Mars Agrees to Soften Ads for Milky Way Bars,” The Walil Street Journal,
August 26, 1970.

9. Barry Mceier, “Dubious Theory: Chocolate a Cavity Fighter,” 1he New York
Times, April 15, 1992,
10. “Dental Center Financed by Mars Settles Lawsuit,” The New York Times, Junc
4, 1993.
11. David Owen, “Seeing Red,” Atlantic Monthly, October 1988.
12. Copy of a 1988 speech to busincss students at Duke University.
13. After extensive intcrnal debate, the company agreed to provide a photo of Tor-
rest Mars, Sr., for this book.
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CHAPTLR 19: A Lraacy LosT

The account of William Dcarden’s tenure as CEO is bascd on extensive
intervicws with Richard Zimmerman, Dick Uhrich, Earl Spangler, Larry
Johns, Jack Dowd and Pamela Cassidy. Dearden’s oral history also con-
tributed to my understanding of him, as did numcrous published arti-
cles. Dcarden’s move toward strategic planning, his approach to
acquisitions, his reorganization of the company into Hershcy Foods
Corp. and his effort to divensify the corporation were all discussed at
length with more than a dozen past and present Hershey employees.
The account of the changing nature of the relationship between the
company and the rown is based largely on the oral history collection of
the Hershey Archives and on numcrous interviews with Hershey resi-
dents. I also drew upon Bill Ecenbarger’s picce in The Philadelphia
Inquirer Mayazine entitled “Semi-Swcet Times in Chucolate Town,”

published August 22, 1982.

1. Salim Muwakkil, “Enthusiasm in the Exccutive Sweet,” Success Unlimired,
December 1980.

2. Ibid.

3. Dearden’s oral history, p. 29.

4. Ibid.

5. William Dearden, “Strategic Planning Should Be a Top Management Team
Effort,” Progressive Grocer, November 1983.

6. Muwakkil, “Enthusiasm.”

7. “Hershey to Buy 40.5% of Friendly Ice Cream Corp.,” The Wall Street Journal,
December 27, 1978.

8. Muwakkil, “Enthusiasm.”

9. Bill Ecenbarger, “Semi-Swect Times in Chocolate Town,” The Philadelphin
Inquirer Magazine, August 22, 1982.
10. Dearden’s oral history, p. 34.
11. Lcenbarger, “Semi-Sweet Times.”
12. Ibid.

CHaprer 20: NiCe ProprLt DON'T [AT CHOCOLATE
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The description of the revolution in chocolate during the 1980s comes
from numerous sources in the industry, including Elaine Gonzalez, Mal-
colm Blue, Al Pechenik, Barbara Albright, Michel Guerard, Richard
O’Connell, Alicc Medrich and Milton Zelman. I also drew on numerous
published articles that documented America’s growing chocolatc obses-
sion, including Newsweek’s 1983 story “America’s Chocolate Binge,”
and People magazine’s 1982 story “The Sweetest Game in Town.” Both
articles provided invaluable information on chocolate’s evolution from
drugstore window to chic boutique.

The account of the development of new products is based on dozens
of interviews with candy industry insiders, including scientists and
chemists from Hershey and Mars. The specific story of the development
of Reesc’s Pieces and its inclusion in the Steven Spiclberg movie E.T.
came from interviews with Jack Dowd, Larry Johns, Earl Spangler,
Richard Zimmerman and scveral Mars sources who asked not to be
identified.

‘The discussion of Mars’s approach to new-product launches is based
on interviews with past and present Mars associates, and on interviews
with John Mars, Ed Stegemann and Phil Forster.

1. Pechenik stepped down as president in 1983.

2. “Amcrica’s Chocolate Binge,” Newsweek, April 4, 1983.

3. Despite this finding, Mohler ordered production of chocolate-covered raisins, a
Hershey product that was very short-lived.

4. “Life Is Sweet for Jack Dowd,” People, July 26, 1982.

5. N. R. Kleinfeld, “Hershey Bites Off New Markets,” The New York Times, July
22,1984,

Cuaptir 210 A CHocOLATE-COVERED WORLD

The discussion of Mars’s overseas expansion is based on personal obser-
vaton and on interviews with David Badger, Ed Stegemann, Phil
Forster, John Mars, Robin Pcdler, Theo Leenders and Mike Davies. I
tourcd Mars facilities throughout Europe and personally witnessed
Mars’s unique approach to global marketing. T also saw firsthand the
groundbreaking events in Prague and spoke at length with David Badger
about Mars’s strategies in Eastern Europe and the former Soviet Union.
Badgcr provided many of the figures pertaining to Mars’s activitics in
these regions.

Information on Nestlé and Kraft Jacobs Suchard came from pub-
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lished articles and interviews with past and prescnt employees. In addi-
tion, [ interviewed Nestlé chairman Helmut Maucher at length about
his approach to management and his visions for Nestlé in the future.
The discussion of Hershey’s failures overseas is based on intcrviews
with Richard Zimmerman, Kenneth Wolfe, Jay Carr, Louis Smith and
other Hershey employees. Maurice Jeffery, Elaine Gonzalez, Lisbeth
Echeandia and other industry experts contributed to my understanding

of Hershey’s troubles abroad.

. Badger interview, January 1998.
. Ibid.
. Video madc for family’s personal archives.
. Figures provided by Mars and based on data collected by A. C. Nielsen.
5. Dow Joncs Newswires, “Nestle’s Sales Surged 16 percent Last Year to $46.7
Billion,” The Wall Street Journal Furope, January 22,1998,
6. Interview with author, March 1992.
7. John Thornhill, “Sweet Taste of Success,” Financial Times, January 3, 1998.
8. Speech to industry given at World Cocoa Congress, February 1996.
9. “Nestlé Shares Surge,” Confectioner magazine, June 1990.
10. “Kraft Jacobs Suchard Takes Bitc Out of Market,” Financial Times, September
21, 1992.
11. Hershey 1997 annual report.
12. Chad A. Dorn, “China: A Boom Market for Confectioners,” Candy Industry
Muyusine, November, 1, 1996.
13. Ibid.

Lo N S e

CHAPTER 22: RAISING THE BAR

The account of Richard Zimmerman’s tenure as CEO comes from
lengehy interviews with Zimmerman himself and with numcrous Ilecr-
shey executives who worked closely with him.

The discussion of Mars’s attempt to win back the lead from Hershey
in 1989 and 1990 is based on personal observation and lengthy inter-
views with executives from M&M /Mars in Hackettstown, including Al
Poe, William Hellegas, Mike Murphy and Hans Fiuczynski.

‘I'he account of the making of Hugs is bascd on interviews with
Dennis Eshleman, Jay Carr, Joseph Viviano and Todd Johnson.

1. Dearden’s oral history, p. 39.
2. Ibid., p. 38.

g¢2 ¢ Notrs



. Ibid., p. 39.

. Figure provided by Mars.

. Based on annual confectionery survey published by Confectioner magazine.
Ibid.

. “Forrest Still in the Woods,” Delaney Report, December 1, 1997.

. Noreen O’leary, “New Lifc on Mars,” Brandweek, May 6, 1996.

. Delaney Report.

CHAPTER 23:. CoRPORATE CANDY

The account of Forrest Mars’s meeting with Helmut Maucher was pro-
vided by Hank Vogel, who accompanied Forrest Sr. on the trip. Infor-
mation about the next generation of the Mars family is based on
interviews with people close to the family and former Mars executives.
The account of Forrest Mars in Las Vegas is bascd on intervicws with
employees at Ethel M.

1. Data provided by the National Confectioners Association.
2. Ibid.
3. The Delaney Report Quarterly Awards, March 21 and October 3, 1994.
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candy bars:
first, 50, 169-70
global markets for, 289
and military, 169-70, 171

names of, 170-71; see also specific names

size and price of, 228 -30, 268
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candy corn, 165
candy industry:
added valuc in, 156
advertising by, 243, 252
in Chicago, 163-77
and commodity pricing, 23142
competition in, see competition
confidentiality agrcements in, 28, 62
consolidation in, 28-31, 168, 318-21
control of, 20, 24-25
espionage in, 62-63, 169, 241
family-owned firms in, 21, 28-29
global, 25, 263, 283-98
government regulation of, 20, 30, 168,
262, 300
growth of, 163
joint ventures in, 181, 263, 291
licensing agreements in, 271, 273, 291,
320
lobbying by, 253-54
local products in, 54
markeung in, see marketing
national distribution in, 109-10
national tastes in, 63, 65, 66, 102, 113,
296
new products introduced in, sze new
products
niche companies in, 28, 318
secretiveness in, 20-29, 30, 36, 121,
169, 179-80
self-regulation in, 180
sugar scare in, 249-55, 280
rends in, 26, 249, 316-17, 320
at turn of century, 50-51
see also chocolate business
capsid bug, 233
caramels:
chocolate coating for, 86
Hershey’s Crystal “A,” 79, 316
invention of, 26
Lancaster Caramel Co., 79-80, 81, 83,
87-88, 105
milk-based, 78, 102
paraffin in, 78
Carletti, Antonio, 94
Carmody, John, 158, 160
Carr, Jay, 296
Carrier, Willis, 11
Cascy, William, 242



Castclli, Philomena, 9, 265
Central Hershey, Cuba, 137-38
Chappel Bros., 67
Chappie pet food, 67
Charles I, king of Spain, 93
Charleston Chew!, 29,171
Charlie and the Chocolate Factory
(Dahl), 61-62
Charms Co., 29
chewing gum, 167, 316
Chicago, candy industry in, 163-77
chocoholics, 95
chocolate, 91-102
and acne, 24
baking, 86
chemical components of, 64, 95-96,
97, 250-51
at Columbian Exposition, 85, 88
consistency in, 120
detractors of, 98, 249-55
FDA standards for, 16
flavor variables of, 119, 121
global market for, 91
in history, 91-94, 98-101
as love potion, 94-95, 97, 98
as luxury producr, 74, 91, 99, 269-271
medicinal properties of, 94, 95, 100
melting point of, 8,10-11,12, 16
milk, see milk chocolate
molecular structure of, 92
as mood enhancer, 95-98
“mouthfecl” of, 13, 16
non-melting, 10, 12, 15, 16, 46
and nutrition, 250-51
organic products of, 237
professional tasters of, 63-64
“refreshing,” 46
“subsistence,” 8
unsweetened, 86
whitc, 309
chocolate business:
and commodity pricing, 231-42
competition in, se¢ competition
early years of, 87
growing business of, 105
national distribution in, 109-10
see also candy industry
chocolare liquor;
beans ground into, 85, 121

milk added to, 102
and milk-chocolate crumb, 101
research on, 12
in secret processes, 27
Chocolate Manufacturers Association,
24,235, 250
chocolate pots, 93-94, 100
chocolates, boxed, 30, 270-71
chocolate wars, see competition
CIA, and cocoa trade, 24142
cigarettes, cocoa added to, 122
Clark bar, 30
Cloud Nine, 237
Coca-Cola Co., 22,96, 138
cocoa, 100-101
production of, 121-22, 231-38
as raw material, 119
for tobacco companies, 122
unsweetened, 86
wartime supplies of, 152, 153
cocoa beans:
crossbred, 120
as currency, 93
fermentation of, 237
ground into paste, 100
in history, 92-94
in manufacturing process, 63
“perfect,” search for, 120-21
perfumes of, 120
prices of, 199-200, 228, 23142, 247,
260
research on, 12, 120-21, 233-35, 237
as revenue source, 98-99
roasting of, 118-19
secret varieties of, 27, 120,121
shells of, 118-19, 143
cocoa butter:
fat content of, 91-92, 101
flavorists and, 64
meldng of, 11
and milk chocolate, 101, 104-5, 124
molecular structure of, 12
removal of, 100-101, 121
research on, 11-13, 250
soap from, 14446
substitutes for, 10-11, 186
in white chocolate, 309
Cocoa Inn, 265-66
Cocoa Merchants Association, 238, 296
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cocoa press, invention of, 100
coffee, introduction of, 93
Coftee, Sugar & Cocoa Exchange, 231
cola wars, 22
Columbian Exposition, Chicago, 85, 88,
166
Columbus, Christopher, 92, 250
Combos, 35, 303
Committee for a Safe and Moral Food,
236
commodity markets, 23142, 247,
260-61
Communist Party, and Hershey strike,
14042
competition:
acquisitions in, 25, 28-31, 39
and advertising, 222-25, 227-31, 242,
247,292,299, 313-14
and CIA, 24142
and commadity markets, 23842, 247,
260-61
and cooperation, 47, 48, 181, 204
and efficiency, 25, 28, 41, 4344
employee moves in, 219-20, 313
global, 25-26, 34, 282, 283-98
and lawsuit, 311-12
and line extensions, 311-12
and market sharc, 25, 212, 219-25,
242, 268, 280, 319
for military contracts, 15-18, 169
and new products, 25-27, 181, 215,
223,271-75, 280-82, 299, 301, 307,
310-12
and No. 1 position, 20, 22, 32, 39,
182, 247-49, 300-301, 306, 311
and pricing, 270-71
and secretiveness, 20-29, 36, 220, 223
Cortés, Herndn, 92-93
Corvese, Kelly, 136
Cory Food Services, 262
cough drops, 77, 78, 290, 300
Cracker Jack, 166-67
C rations, 8, 156
Creator, Charles, 166
Cross, Mark, 68
crumb, milk-chocolate, 101-2
Crystal “A” caramels, 79, 316
CSPI (Center for Science in the Public
Interest), 249, 252
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Cuba, Hershey operations in, 137-38,
155,239

Curious History of the Nature and
Quality of Chocolate, A (Wadsworth),
94-95

Curtiss Candy Co., 164, 170

Czech Republic, candy in, 36, 287-88
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D’Amato, Pat, 95
Davics, Mike, 6-8, 14-15, 294
Dearden, William, 208-17, 259-64
and Hershey management, 211-17,
219-20, 262, 263-04, 267-68,
271-72, 299, 317
and marketing, 219-20, 221, 223, 225,
230, 268, 271
orphanage years of, 137, 208-11, 260,
263-64, 300
retirement of, 299-300
Deere & Co., 90
Defense Department, see military, U.S.
Desert Bar, 10, 13-17, 18, 22
Dickens, Charles, 99
Dietrich Corp., 300
Disney Company, 303-4, 320
DoveBar, 35,121, 281, 301, 303
Dowd, Jack:
and competition, 62, 182, 223, 263
on management, 136, 261-62
and marketing, 212-17, 219, 224, 227,
261-62
and new products, 223, 263, 271-78
Dr 1.9, 174,222
Du Barry, Madame, 91, 94
du Pont, Pierre, 56
DuPont Corporation, 67, 90
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Echeandia, Lisbeth, 14, 15, 25
on consolidation within the industry,
29-30, 31, 318-19
on nonchocolate products, 317
on taste, 296
cggs, candy, 165, 318
egg whites, and FDA standards, 16



Eliette-Hermann, Claude, 40, 191, 321
cndorphins, 97
England, see Great Britain
cquipment, 62, 183-86
conches, 27, 64, 101, 123, 124
cnrobers, 57, 167-68
moguls, 167-68
roasters, 119-20
wrapping machines, 57, 127-28, 183
Eshleman, Dennis, 23, 307-9
ET,275-77
Ethel M Chocolates, 324
Europe:
chocolate industry in, 297
chocolate introduced in, 92-94
chocolate taste in, 63, 102, 113, 296
colonization by, 98-101
immigrants arriving from, 165-66
international markets in, 110, 159,
28690, 293, 297-98
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family owned firms, 166
acquisitions of, 28-31, 318
niche products of, 28, 318
responsibilities of, 44
secrctiveness in, 30, 37
single products of, 28, 167
stock ownership of, 29, 167
survival of, 21, 40, 168, 315-16,
318 23
Fanfare, 281
Fannie May Candy Shops, 168, 169
Fanny Farmer candics, 169
fats:
in cocoa butter, 91-92, 101
cocoa butter substitutes, 10-11
free farry acids, 109
research on, 11-13
Fauch, Joan Fran, 98
FDA (Food and Drug Administration),
16, 20, 249, 254
Ferrara Pan Candy Co., 164, 169, 180,
319-21
Field Ration D, 8-11
Sth Avenue bar, 30, 300
Finkel, Gil, 12
Fisher, Irving, 55

Fiuczynski, Hans, 36

Fleming, James, 176-77, 186, 193,
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Food and Drug Administration (FDA),
16, 20, 249, 254

Food Manufacturers Inc., 177

Food-Tek, Inc., 12

Ford, enry, 74, 116

Forever Yours bar, 174, 303, 311

Forster, Phil, 181, 192-93, 256, 258,
288-90, 313

Fox, Virgil, 117

Frango Mints, 168

Frcia Marabou, 25-26, 263, 296-97

Friendly Ice Cream Corp., 263, 300

Friskies, 35

Fry & Sons, 101
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Galaxy Block Chocolate, 15
Gallagher, John J., 201, 211
GAQ (General Accounting Office,
U.S.), 15-18, 22
Gasper, Rose, 122,126
Germany:
chocolate taste in, 63, 296
immigrants from, 165
Mars products in, 290
Ghez, Nomi, 294
Glirardelli, Domingo, 74
Gibbons, Allan, 46
gibralters, 165
Gics, Viclor, 180
Gill and Dufus, 200
Gluckman, Max, 160
Godiva Chocolatier, Inc., 269-71
Good & Plenty, 31, 50, 316
Goo Goo Cluster, 319
Gordon, Ellen, 29, 164
Gordon, Melvin, 29
Gorton, Slade, 254
Great Britain:
candy market in, 34, 35-36, 289
chocolate houses in, 99-100
chocolate taste in, 63, 65, 66, 102
Forrest $r. in, 35-36, 65-69, 102
history of chocolate in, 101
Mars bar in, 26, 159, 182-83
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Great Britain (cont.)
peanut butter unpopular in, 39
taxcs in, 69
Greener, George, 62-63
Greenly, Steve, 193
Gubor Schokoladen, 297
Guittard, Etiennc, 74
GulfWar, 4-8, 10, 13-18
gummy candies, 26, 316
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Haley, Mark, 51
Hanlon, James, 318
Harris, George, 47
Harrison, Rex, 117
hazelnuts, 3940, 281
Heath bar, 25-26, 30, 31, 316
Heide family, 31, 315-16
Hennessy, Sharon, 280
Henry Hcide Candies, Inc., 31, 315-16
Herr, Henry, 107
Hershcy, Catharine Sweeney (Kitty), 72,
81-82, 83
and Fanny, 81, 87
illness and death of, 134, 137
marriage of, 81
married life of Milton and, 82, 84,
105
and Milton’s philanthropy, 133
residences of, 106, 259, 267, 317-18
Hershey, Ezra, 154
Hershey, Fanny, 104
dcath of, 138
and Henry, 74-76, 79, 82, 87,129
and Kirtry, 80-81, 87
and Milton’s business, 77, 78-79, 80,
84,87, 129
Hershey, Henry, 74-78
death of, 129
as cntrepreneur, 75, 76, 77-78, 89
and Fanny, 74-76, 79, 82, 87, 129
and Milton, 76-78
Hershey, Milton S., 71-82
birth of, 74
business disliked by, 83, 87,131,137,
142,247
as candy maker, 72-73, 76-79, 84,
86-87,102, 104, 121
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childhood of, 75-78
chocolate discovered by, 84-85
death of, 153-55, 197-98, 214
early years of, 54,71
as cntrepreneur, 73, 78, 83, 89,
109-10, 131, 158, 239
experiments of, 14246
and Henry, 76-78
and Hershey bar, 50, 108-9, 228
and Hershey model town, 105-8,
113-17, 137, 198, 265, 266
and Kitty, se¢ Hershey, Catharine
Swceney
and Lancaster Caramel Co., 79-80, 81,
83, 87-88
later years of, 71-72
legacy of, 23, 260
manufacturing process of, 63, 64-65,
201
marriage of, 81
mental breakdown of, 78
and milk chocolate, 61, 74, 90, 102,
103-5,108-13, 158, 251
and William Murric, 47, 72, 73,
154-55
and orphan boys, see Hershey Industrial
School
paternalism of, 116-17, 140, 299
personality of, 73, 132
philanthropy of, 113-14, 117, 132-33,
134-37, 139, 197, 260
retirement plans of, 88-89
travels of, 80, 81, 82, 84, 138, 140
utopian dreams of, 8990, 267
Hecrshey, Pennsylvania, 103, 131-32
aroma in, 124-25
and Communist Party, 14042
community center in, 267
construction of, 105-8
development of, 113-17
carly plans for, 89-90
and Great Depression, 138—40
and Hershey Estates, 137
and Hershey’s death, 153-54, 197-98
rift between company and, 264-67
Hershcey, Serena, 75-76
Hershey Agricultural School, Cuba, 138
Hershey Almond bar, 113, 174, 224,
296, 308



Hershey Bank, 137
Hershey bar:
advertising of, 224--25
in Antarctic, 10
devclopment of, 108-9
first, 50, 113
as icon, 10, 207
manufacturing mystery of, 27, 112,
121,124
Mars competition with, 303, 311
nickel price of, 55,71, 74, 108, 109,
110, 207, 228-30, 261
popularity of, 108, 109, 110, 138,199
sales of, 195-97, 207, 221-22, 261
shelf lifc of, 109
size of, 228-30
unique taste of, 63, 90, 109, 110-13,
120, 121, 124, 201, 202, 269, 295,
296
wrapping of, 127-28, 250
Hershey Chocolate Co.:
advertising of, 86, 131-32, 212-17,
219, 222-25, 227-31, 242, 247, 299
birth of, 85
chocolate coating sold by, 9, 58-59,
181-82, 204-5
and commodity prices, 23840, 260
and conservation studies, 234
Cuban sugar for, 137, 138
diversification of, 262-63
factory of, se¢ Hershey factory
finances of, 230, 261, 263, 300
and global markets, 29498
growth of, 138, 155, 262-63, 271-72,
300, 316, 317
and Hershey’s death, 153-55,
195-205, 208,214
and Hershey Trust, 136-37, 198-99,
261
and M&M’s, 9, 4748, 152
management of, 198, 201, 203, 208,
211-17,227-31, 240, 261-64, 307
marketing in, 195-97,212-17,
220-25, 230, 261-62, 271-78
and Mars, partnership of, 58-59,
181-82
William Murrie’s tenure with, 73-74,
81, 86, 88,121, 137, 138, 142, 153
and strike, 14042

and World Wars, 8-10
see also Hershey Foods Corp.
Hershey Corp., Cuba, 138, 239
Hershey Country Club, 72, 259
Hershey Cuban Railroad, 137-38
Hershey Entertainment and Resorts,
137,266
Hershey Estates, 137
Hershey-Ets, 273, 274
Hershey factory, 117-20, 121-29
computerization in, 121
construction of, 106-9
equipment in, 103, 106, 118, 125, 200
inefficiency of, 112,113, 117-18, 138,
201-2
Knock Out department in, 126
Longitudinal department of, 123-26
milk chocolate in, 163
tours of, 20, 22-23, 122-23, 266
women’s jobs in, 122, 126-29
Hershey Foods Corp.:
acquisitions by, 25, 30-31, 32, 39, 205,
262-63, 271, 296-97, 300-301, 316,
318, 319, 321
archives of, 23-24
Army contracts of, 8-10, 15-18
competition with, see competition
E for Exccllence award to, 9
and Gulf War, 10, 13-15
and Hershey ‘I'rust, 23-24
manufacturing facilities of, see Hershey
factory
products of, see specific names
and research, 12, 13,271-78
and school, se¢ Hershey Industrial
School
stock of, 22, 24, 136, 317
and ‘I'rust, see Hershey Trust
see also Hershey Chocolate Co.
Hershey Hospital, 114
Hershey Industrial School:
administration of, 198, 261
farms of, 135
founding of, 117, 134
graduates of, 137, 208-17
Milton Hershey’s involvement in,
132-33
trust fund for, 117, 134-37, 154, 230
Hershey Junior College, 211, 264-65-
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Hershey Park, 113-14, 133, 266
Hershcey Pasta, 263, 318
Hershey’s chocolate syrup, 138
Hershey’s Cookie ‘n” Cream bar, 311
Hershey’s Cookie ‘n’ Mint bar, 307,
311
Hershey’s Hugs, 22-23, 307-11
Hershey’s Instant, 224-25, 271
Hershey’s Kisses, 47,109, 113, 127,
131, 308-9
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310
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Hershey Trust, 23-24, 317-18
administration of, 155, 198, 201,
211
and chocolate company, 136-37,
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in Hershey’s legacy, 134-36, 154
Hershey’s participation in, 137
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and orphanage, 134-37, 230, 261
Higher Control in Management (Rose),
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300
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Hubbard, Marlene, 116
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191

Keener, Henry, 132

Kellogg, John, 249

Kennedy, Kathleen, 276

Kit Kat bar, 26, 65,113, 121, 271, 273,
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Kudos, 280, 290, 301, 303

Kuwait, and Gulf War, 5-8, 13, 14



A

lactose, FDDA standards for, 16

Lancaster Caramel Co., 79-80), 81, 83,
87-88, 105

Lancaster National Bank, 79

Landis, Millic, 265, 267

Latin America, 296, 297

Leaf North America, 31, 316, 318, 319
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and competing, products, 273, 274,
275,312
in C rations, 8, 156
global market for, 46, 282, 290, 291
green, aphrodisiac effect of, 95
Hershey’s chocolate in, 9, 152
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marketing of, 172-73, 286, 312,
313-14
name of, 46, 47, 148, 151, 290, 291
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in Persian Gulf, 15
quality of, 38, 185
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as mystery, 27-28, 112, 121, 124
and quality, 201
variations in, 63, 111-12
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as debt frec, 185
and family, see Mars family
and FDA, 249, 254-55
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“The Emperors of Chocolate brilliantly
chronicles the near-century-old battle for the hearts
and stomachs of consumers all over the world . . . Reminis-
cent of Barbanians at the Gate . . . it's a fast, exciting, and even
moving story about an industry thal's anything but sweet.”
—Providence Journal \ul
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