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Preface

The second edition of the Blackwell Encyclopedia of Management: Business Ethics is again a labor of love
undertaken by over 220 contributors. When we began the first edition we did not realize that it would
entail asking so many of our friends, colleagues, acquaintances, and strangers freely and willingly to
write entries. The result is amazing. Fach entry to this volume was written without complaint by
philosophers, theologians, social scientists, professors of management, and practitioners. A few
contributors even volunteered to write second, third, even fourth pieces, should we need them.
Such enthusiasm was again demonstrated in putting together the second edition. This volume is
dedicated to its contributors.

The idea of an eleven volume Encyclopedia of Management that would include a dictionary of
business ethics was the brainstorm of the two senior editors, Cary L.. Cooper and Chris Argyris. For
us, it was a positive indication that business ethics had become part of mainstream management,
management teaching and research, and management practice. This is reinforced with the publication
of this new edition. The Blackwell Encyclopedia of Management: Business Ethics will again be listed in
Blackwell’s philosophy catalogue, indicating that perhaps applied ethics will now become part of
mainstream philosophy as well. This inclusion reflects on the foresight of Blackwell editors, and is a
compliment to our contributors, many of whom are academic philosophers or professors of religious
studies.

There are a number of other people who deserve special mention for making this book possible. The
premier encyclopedia in the field is Larry and Charlotte Becker’s monumental work, the Encyclopedia
of Ethics, now in its second edition. In that work, the Beckers set out exemplary criteria for all
encyclopedias of its kind. In addition, because their work is on ethics we learned a great deal from
their topic headings, and indeed, we asked some of the same authors to write on the same or similar
topics. Surprisingly, in the interests of advancing applied ethics, most of these authors changed their
Becker entry to be more appropriate for business ethics. Our deepest, heartfelt gratitude to Charlotte
and Larry Becker.

The first edition of this volume could not have been possible without the fine editorial work of
Henry W. Tulloch, a retired executive and Senior Fellow at the Olsson Center for Applied Ethics at
the Darden School, Tara Radin, Maura Mahoney, Susan Crandell, and our tireless editorial assistant
on this project, Kirsti Severance. Entries for the second edition were read and edited by Jenny Mead,
the associate editor, with the assistance of Henry Tulloch. Without their tireless efforts, there would be
no dictionary. Karen Musselman, the administrator of the Olsson Center at Darden, has assisted all of
us in a myriad of ways throughout this project. To all of these people, each of whom has made
invaluable contributions — and there are others we have neglected to mention — we give our deepest
thanks. The Darden School of the University of Virginia has been most supportive of our work on this
project in every way. A number of faculty contributed entries, and the administration provided
encouragement, space, equipment, and release time as well as financial resources. Additional financial
assistance for the volume was provided by the Olsson Center for Applied Ethics, the Ruffin Founda
tion, and the Batten Institute.

The shortcomings of the book are, unfortunately, the sole responsibility of its editors.

Patricia H. Werhane and R. Edward Freeman



EDITORIAL STAFF

Jenny Mead, Associate Editor
Henry W. Tulloch, Assistant Editor

The editors gratefully acknowledge Lawrence C. Becker and Charlotte B. Becker (eds.), Encyclopedia
of Ethics, New York: Garland Publishing, 1992, and Lawrence C. Becker and Charlotte B. Becker
(eds.), Encyclopedia of Ethics, 2nd edition, New York: Routledge, 2001, for permission to reprint
substantial portions of “Justice, circumstances of”” (published here as JUSTICE) and RIGHTS. The
reader is also directed to the following entries in the Encyclopedia of Ethics: Acts and Omissions;
Altruism, Authenticity; Autonomy of Ethics; Business Ethics; Coercion; Computers; Envy; Guilt and
Shame, Harm and Offense; Interests; Kantian Ethics; Liberalism; Liberty, economic; Moral Di
lemmas; Needs; Partiality; Practical Reason(ing); Promises; Reciprocity; Responsibility; Self decep
tion; Technology; Universalizability; Utilitarianism.

In memory of

Max B. E. Clarkson
Dana R. Clyman
Richard M. Hare
Dove Izraeli
Wesley A. Magat
Clarence C. Walton
James B. Wilbur
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A

accounting ethics
FJames C. Gaa

Accounting is difficult to define precisely, but it
is generally agreed that its focus is on the pro
duction of financial information, and its use for
various purposes. The ethical issues and prob
lems of accounting may be divided into two
types. One type relates to the production and
use of accounting information as an economic
good. The second type relates to the practice of
accounting (i.e., accountancy) as a professional
occupation, including the role of accounting in
formation in organizations.

Two characteristics of accounting informa
tion are central to the ethical issues of account
ing. One is that, depending on whether and how
it is disclosed to interested parties, accounting
information may have the characteristics of a
private good or of a public good. Welfare issues
relating to the amount of information produced,
the extent to which market forces may be relied
on to produce the “optimal” amount of infor
mation, who is to benefit from its production and
use, and how it is distributed follow immediately
from this.

The other characteristic is that accounting
information is normally asymmetrically distrib
uted among individuals and groups who have a
stake in the organization, and therefore a stake in
the production and use of accounting informa
tion. Information asymmetry exists when one
party possesses information that another party
lacks. The imbalance has an ethical dimension
because the asymmetry confers an advantage on
the party who possesses the information. Be
cause information asymmetry concerns the dis
tribution of information, it is clear that it
presents a wide range of ethical issues, in which
the question is whether a given asymmetry ought

to be maintained or reduced. In some cases, for
example the protection of intellectual property
and privacy, judgments are in favor of maintain
ing an asymmetry, so that protection of privacy
is tantamount to protecting the asymmetry
(see INTELLECTUAL PROPERTY; PRIVACY).
On the other hand, many securities market regu
lations (such as Regulation Fair Disclosure of
the Securities and Exchange Commission in
the US) are intended to ensure that asymmetries
are minimized. The focus of many of the ethical
issues relating to accounting information is on
information asymmetry. For example, corporate
insiders may engage in insider trading in the
capital market to their own advantage (see IN
SIDER TRADING). The existence of information
asymmetry is consistent with the adage “know
ledge is power.” Insofar as they are about ac
counting, the recent financial scandals, mainly in
the US in the last few years, have centered
around information asymmetry.

These scandals also demonstrate the import
ance of addressing the ethical issues of account
ing as a social practice. For example, the
financial frauds relating to Enron and World
Com, and the collapse of Andersen (a major
multinational public accounting firm) concern
the practice of accounting (and auditing) as
social institutions with major social dimensions.

The accounting profession contains three
main branches: managerial accounting, external
financial accounting and reporting, and public
accounting. Although accountants perform a
great variety of managerial tasks, the activities
that define accountancy focus on recording, ana
lyzing, and reporting of financial information
about the affairs of individuals and organiza
tions. Accountants may be members of any of a
number of professional associations, which con
trol admission into the professional ranks and
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define the norms of competence and conduct
governing their actions. With few exceptions,
public accountants who perform audits of finan
cial statements must be licensed by an agency of
the jurisdiction in which they practice.

ETHICAL ISSUES IN ACCOUNTING

Although a small amount of work (e.g., Carey,
1946; Mautz and Sharaf, 1961) dates from an
earlier period, the ethics of the accounting pro
fession has emerged as a scholarly field only in
the last few years. Theories of the ethics of the
accounting profession and even an adequate
understanding of the issues are at an early stage
of development. A primary reason for this is
that, although the accounting profession is
closely linked with the administration of organ
izations and the conduct of business activity, few
attempts have been made to link it explicitly to
the older and better established field of business
ethics. For example, many of the ethical issues
that arise in public accounting are not profes
sional problems per se; rather, they result from
the way public accounting firms are organized
and managed, and are thus instances of generic
business ethics issues. Nor has much of the
conceptual framework of business ethics entered
the accounting literature to date. (For an exam
ination of the limited use of stakeholder litera
ture in accounting, see Roberts and Mahoney,
2004.)

The issue of whose interests should be served
by accountants pervades all parts of the pro
fession (se¢ ROLES AND ROLE MORALITY).
The scope of services issue (discussed below) is
essentially the question of whether public ac
countants are able successfully to act in the
interest of the readers of audited financial state
ments when they are also acting in the interest of
their client in other areas. Financial accountants
regularly face the problem of being expected to
act in the interest of their employers by control
ling the content of financial statements (and
thereby perpetuating an information asym
metry), and also to provide information to the
readers of these statements. In managerial ac
counting, the content and flow of information
(e.g., budgets and expected levels of perform
ance) from superiors to subordinates can be used
to manipulate the latter’s behavior. In addition,
accountants place a high value on the confidenti

ality of information about their employer or
client, but often possess information about
misdeeds that might, on ethical grounds,
merit unauthorized disclosure (see WHISTLE
BLOWING).

ETHICAL ISSUES IN MANAGERIAL
ACCOUNTING

Managerial accountants, that is, corporate finan

cial officers, produce a large variety of financial
and non financial information for use within
organizations of all kinds, including accumulat

ing information about the cost of producing
goods and services, budgets, forecasts, non

routine cost analyses, transfer prices, and the
measurement of economic performance. In add

ition to working with the accounting information
system, management accountants may perform
many of the general management functions in
such organizations.

Managerial accounting developed around the
end of the nineteenth century with the ascend
ancy of the scientific management movement,
which magnified the need for detailed financial
information and sophisticated analyses of cost of
production.

Most of the basic techniques of managerial
accounting were developed by about 1925 (with
some recent developments such as activity based
costing, economic value added, and the balanced
score card). Recent developments in the man
agerial accounting profession, including the
above but also major changes in information
technology, have caused the professional associ
ations of managerial accountants to promote the
idea that the primary role of managerial account
ants is management, rather than accounting
per se.

The ethics of managerial accounting has
almost completely escaped serious attention by
either scholars or practicing accountants. This
may be an implicit recognition that most of the
ethical issues of managerial accounting are es
sentially business ethics issues, where the role of
managerial accountants is to design information
systems and provide information to aid the man
agement of organizations. The key ethical factor
for managerial accounting is that many uses of
accounting information involve the manipula
tion of people to perform in ways the organiza
tion prefers, but which are not necessarily in the



interest of the individual being manipulated (see
BLUFFING AND DECEPTION).

Managerial accountants are subject to the
codes of professional conduct of the professional
organizations of which they are members. As the
codes apply to managerial accountants, their
provisions are generally non restrictive and
they do not provide for significant enforcement
powers. The provisions applying to managerial
accountants focus on avoiding conflict of interest
and maintaining confidentiality. They are silent
on many issues, including (surprisingly, in view
of accountants’ close involvement with confi
dential information) whistleblowing. More gen
erally, the codes do not deal with the common
problem of conflict between the requirement to
follow the instructions of superiors and profes
sional values or standards which may conflict
with those instructions.

ETnHicAL IsSUES IN FINANCIAL ACCOUNTING
AND REPORTING

Many accountants employed by organizations
also engage in financial accounting and
reporting, which focuses on the preparation of
general purpose financial statements (e.g., the
financial statements found in the annual reports
of corporations and in filings with securities
market regulators), primarily for use by parties
who are external to the organization (see FINAN
CIAL REPORTING).

A basic ethical principle governing financial
accounting is that readers of financial statements
should be provided with “full and fair disclos
ure” of all the important and relevant aspects of
the organization’s activities and financial pos
ition. However, as agency theory suggests, man
agers have powerful economic incentives to
disclose only that information to outsiders
which gives the organization and/or its manage
ment a strategic advantage (se¢e AGENCY
THEORY).

The ethical dimension of this situation does
not seem to have received serious attention. For
example, a number of people believe that earn
ings management is the most important ethical
issue facing the accounting profession. A widely
accepted definition of the concept is the
following: ‘“Earnings management occurs when
managers use judgment in financial reporting
and in structuring transactions to alter financial
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reports to either mislead some stakeholders
about the underlying economic performance of
the company or to influence contractual out
comes that depend on reported accounting
numbers” (Healy and Wahlen, 1999). Thus, fi
nancial accountants frequently engage in
“income smoothing,” i.e., manipulation of the
calculation of an organization’s income for stra
tegic reasons. Many practicing accountants be
lieve that some techniques for smoothing income
are more ethically acceptable than others (Mer
chant and Rockness, 1994), even though the
result may be equally deceptive. Financial ac
countants are rarely punished by their profes
sional associations for misrepresentation of
corporate financial statements.

Although there is a burgeoning literature on
earnings management, it has almost entirely
focused on the economic aspects of the phenom
enon. A distinction is often made between
“good” earnings management (i.e., that which
benefits its stakeholders, such as shareholders of
a corporation) and “bad” earnings management
and fraud (i.e., that which benefits some stake
holders, such as management, at the expense of
others). However, the normative issues have not
been addressed in a serious way. For example, it
is apparently implicitly assumed that “good”
earnings management is ethically acceptable,
while “bad” earnings management is ethically
unacceptable. However, the situation is more
complex than that. For example, some instances
of earnings management may benefit current
shareholders at the expense of future sharehold
ers, creditors, or the general public. An example
of the focus on shareholder interests is found in
Arya, Glover, and Sunder (2003).

ETtHicAL IsSUES IN PUBLIC ACCOUNTING

Public accounting firms are usually identified
with the audit, or independent examination of,
external financial statements of their clients.
However, more than half of the revenues (and
even more of the profits) of most public account
ing firms come from income tax planning and
preparation, and a wide range of other manage
ment advisory services for their clients. This
situation has been a major focus of attention
in recent years, culminating in the financial
scandals in the US. Although ethical issues
exist in managerial accounting and non audit
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aspects of public accounting, the bulk of work on
accounting ethics has focused on the role of
public accountants in the relationship
between management and owners of business
enterprises.

Auditing.  Auditing, or more generally, assur
ance, is regarded by many as the essence of
public accounting for a number of reasons, in
cluding the fact that it is the only activity for
which accountants are exclusively granted li
censes to practice by government agencies. In
addition, from society’s point of view, there is a
clear public interest in auditing, in view of its
role in capital markets and the fact that the
right to perform audits is a legally recognized
monopoly. In this regard, a quid pro quo exists
between members of the profession and the rest
of society.

The role of auditors is quite different from
that of other professionals. According to virtu
ally all statements of professional ethics, profes
sionals are supposed to have an overriding
responsibility to act in the public interest, in
exchange for the benefits they obtain through
the right to organize (Gaa, 1991). For most pro
fessions (such as law, medicine, and engineering,
as well as the non audit services provided by
public accountants), the public interest is sup
posed to be served by acting (within limits) in
the interest of the client, i.e., the party paying for
the services. While this is also the case for non
audit services provided by public accountants,
for auditing it may mean acting against the
client’s interest.

It is generally agreed that auditors owe a
FIDUCIARY DUTY to the non management
owners and other external stakeholders of the
organizations they audit. The exact nature of
that duty has, however, been a source of contin
ual controversy (accompanied by lawsuits al
leging professional negligence) since the 1880s.
This is the so called “expectations gap” between
the profession’s and the public’s opinion about
the ethical (and legal) duties of auditors, specif
ically the extent to which auditors are responsible
for detecting fraud and other illegal and unethical
acts by their clients. Generally, auditors have
taken a narrow view, limiting the scope of both
their examinations and their legal liability, while

the general public, courts, and government agen
cies have regularly taken a broader view.

Closely related to the expectations gap, the
nature of the auditor—client relationship has
been problematic. Since the interests of their
clients and of the external stakeholders are gen
erally in conflict, auditors must make judgments
that leave one of these groups better off and
others worse off. Furthermore, auditors them
selves have their own economic interest, which
may conflict with one or more of these stake
holder groups. According to the concept of au
ditor independence, auditors are supposed to be
able to provide objective and unbiased opinions
of their clients’ financial statements, and are not
supposed to subordinate their judgment to their
clients’ interests. The difficulty is that auditors
and their clients inevitably develop a close eco
nomic and personal relationship that threatens
this independence. The essence of this problem
iS CONFLICT OF INTEREST, in which there is
some likelihood that the auditor will act in the
client’s interest at the expense of the external
stakeholders to whom their auditor’s report is
addressed (Gaa, 1994).

The chance that auditors may fail to act in
accordance with their duty to external stakehold
ers has increased in recent years because of in
creased competition in the market for public
accounting services. Although one of the pri
mary rationales for organizing as a profession is
to restrict competition and thus enable its
members to earn economic rents, it is also true
that competitive forces may pressure profession
als either to cut costs and do substandard work or
to violate the independence principle. Increas
ingly, auditors must provide fixed price bids for
audits, and may engage in “low balling” (i.e.,
bidding below the cost of providing the service,
in the hope of recovering the lost profit through
subsequent audits or the provision of non audit
services).

Non audit services. Both income tax consulting
and management advisory services are essen
tially conventional business consulting. As
such, the public accountant gua business
consultant faces the same kinds of ethical
problems as other business consultants (see

CONSULTING, ETHICS OF). However, some



commentators believe that providing such ser
vices is incompatible with the independence re
quired for the audit function. The question is:
what is the appropriate scope of services which a
public accounting firm may provide for a client,
while still remaining independent while per
forming audits (Mautz and Sharaf, 1961; Briloff,
1990)? In addition, fee arrangements common in
business consulting may be incompatible with
auditor independence. The Sarbanes Oxley
Act of 2002 has drastically reduced (but not
eliminated) this conflict by restricting the type
and amount of consulting work that may be
performed for audit clients.

REGULATION OF FINANCIAL ACCOUNTING
AND AUDITING

Financial accounting and auditing are highly
regulated, both by professional associations and
by public and private sector regulatory agencies.
In addition to a code of ethics, financial account
ants and auditors must act in accordance with a
number of auditing standards, accounting
principles, and a whole host of disclosure regu
lations (see PROFESSIONAL CODES). These
standards of behavior are promulgated by a
large variety of professional associations, and
private sector and public sector agencies. The
professed primary purpose of these agencies and
regulations is to protect external stakeholders
from the self interested behavior of manage
ment. Extensive regulation (by both government
and the profession) in North America dates back
to the CORPORATE GOVERNANCE debates in
the early 1930s in the US, with passage of the
Securities Acts of 1933 and 1934.

Scholars and practitioners have devoted sig
nificant attention to the process of setting finan
cial accounting and reporting standards. The
primary issue is how a standard setting agency
(such as the Financial Accounting Standards
Board in the US) should fulfill its responsibil
ities to stakeholders. Discussions of stakeholders
have been generally limited to individuals and
groups that have a direct connection to business
activities, such as actual and potential investors
and creditors, suppliers, customers, employees,
regulators, and the business press. Two
problems have been addressed. The standard
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problem of stakeholder theory (i.e., how to
rank the claims of the various stakeholders) has
received only minor attention. Focusing on
the conflicting interests of management and
groups of financial statement users, Gaa (1988)
provided theoretical foundations for the “‘user
primacy” principle based on INTEGRATED
SOCIAL CONTRACTS THEORY. Although it is
clear that other stakeholder groups are affected
by accounting and auditing standards, the role of
their interests has not been explored. The other
ethical problem is the identification of principles
underlying standard setters’ choices among al

ternative regulations. Various approaches have
been offered, including rights theory (Gaa,
1988), duty theory (Ruland, 1984), justice theory
(Williams, 1987), and a version of utilitarianism

(Zeft, 1978).
CRITICAL APPROACHES TO ACCOUNTING

Although much of the literature on accounting
focuses on the role of accounting in representing
reality, in some sense, a significant literature
exists which focuses on the ways in which our
conceptions of “reality” are shaped by the insti

tution of accounting. In the last twenty years or
so, a literature has appeared which seeks to ex

plain accounting as a social institution. Two
primary streams have developed. One employs
various continental and postmodern theories
(e.g., Arrington and Francis, 1989; Cooper and
Taylor, 2000; Shearer, 2002). The other stream
is based on political theory.

Both focus on several basic ideas, including a
collective, rather than individual, approach to
ethical issues; and the concepts that accounting
is part of a power structure, and plays an active
role in the success of corporations; that account
ants are therefore not passive or neutral, but are
partisans in a struggle for economic power; and
that the accounting profession is regulated for
the benefit of its members. In addition, many
advocates of this point of view believe that more
conventional approaches to accounting ethics
serve to perpetuate the traditional understand
ing of accounting as a purely technical and neu
tral activity by providing rationalizations for the
status quo. Examples of this literature include
Burchell et al., 1980; Cooper and Sherer, 1984;
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Tinker, 1984; Miller and O’Leary, 1987; Hines,
1988; and Power, 2003. For a review of a wide
range of alternative research in management ac
counting, see Baxter and Chua, 2003.

See also information, right to
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accounting, liability in
FJoanne W. Rockness

Sole practitioners to large public accounting
firms continue to face potentially devastating
legal liabilities. Since the mid 1980s there has
been a dramatic increase in lawsuits against
public accounting firms resulting in billions of
dollars in legal settlements. The savings and loan
cases began the litigation flurry leading to the
downfall of Laventhol and Horwath. Substantial
firm settlements in the late 1990s followed, in

volving companies such as Cendant and Waste
Management. Now the profession faces a new
magnitude of litigation that is only beginning to
surface as a result of Enron, WorldCom, Health

South, Rite Aid, Xerox, etc. What the future
holds is certain major litigation and enormous
settlements for accounting professionals.

The legal basis of accountants’ liability pri
marily lies in the US Securities Acts of 1933 and
1934 and the common law theories of fraud,
breach of contract, and negligence. The 1933
Securities Act imposes liability for actions re
lated to initial public offerings of securities. It
imposes civil and criminal liability for false state
ments Or omissions in registration statements or
if securities are sold without an accurate pro
spectus. The 1934 Securities Act regulates pur
chases and sales of securities. It imposes civil and
criminal liability for false or misleading state
ments filed with the Securities and Exchange
Commission, or if an accountant intentionally
deceives others through oral or written misstate
ments or omissions in connection with a sale or
purchase of securities. Prior to 1994, the 1934
Act imposed liability for aiding and abetting;
however, in April 1994, the US Supreme Court
eliminated aider and abettor liability in the Cen
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tral Bank of Denver vs. First Interstate Bank of
Denver case.

Common law theories impose contract liabil
ity, criminal liability, and tort liability on the
accounting profession. When accountants or
public accounting firms enter into contracts
with clients, they agree to act as reasonable,
prudent professionals and to perform all terms
of the contract. If they fail to do so, they can be
sued for either breach of contract or negligence.
Breach of contract suits fall under contract li
ability and are usually brought by the client
against the accountant. Accountants are subject
to criminal liability for willfully certifying false
documents, altering or tampering with records,
forgery, and so forth.

Fraud involves the intentional misstatement
of material information. Most accountants do
not purposefully misstate facts on behalf of
clients. The most devastating legal liability for
accountants is the tort theory of negligence.
Negligence involves the failure to act as a rea
sonably prudent professional under the circum
stances. Lawsuits for negligence may be
instigated by clients or non clients. The litiga
tion by non clients is based on the extent to
which accountants should be held liable to
third party financial statement users. This re
sponsibility to third parties varies by state, with
three major approaches being utilized: Credit
Alliance, Restatement of Torts, and Reasonable
Foreseeable User. Some states do not follow a
specific, prescribed approach.

Under the Credit Alliance approach the ac
countant is not liable for negligence to third
parties unless the accountant is aware that the
third party intended to rely on the auditor’s
opinion and the financial statements. The third
party must be specifically identified to the ac
countant. This is the most conservative approach
and the most favorable for the accounting pro
fession. This approach is based on the rulings in
the Credit Alliance vs. Arthur Andersen and Co.
case and the landmark case of Ultramares vs.
Touche, and is followed in nine states.

Restatement of Torts subjects accountants to
more liability by permitting recovery by foreseen
third parties even if they are not specifically
identified. The accountant must only be aware
that the audited financial statements will be used
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by a third party. This approach is followed in
nineteen states.

The Reasonable Foreseeable User approach
subjects accountants to the highest degree of i
ability exposure. It permits recovery by all parties
that are reasonably foreseeable recipients of fi
nancial statements. There is no privity require
ment, and in effect the accounting profession is
viewed as the public watchdog. This approach is
currently only followed in three states.

The concept of joint and several liability
applies in all of the above three theories.
A successful plaintiff is permitted to collect an
entire judgment against any defendant regard
less of the degree of fault attributable to the
individual defendant. Joint and several liability
remains a primary concern of the accounting
profession. The Litigation Reform Act of 1995
attempted to limit joint and several liability but
contains a provision limiting it to one and one
half times the liability determined by the court.
Thus, the relief the profession sought was not
achieved.

The organizational structure of public ac
counting firms also affects the extent of the
individual accountant’s liability exposure. His
torically, accounting firms have been organized
as proprietorships or partnerships, resulting in
unlimited personal liability for the partners. In
1992 the AICPA changed its bylaws to permit
CPAs to practice in any organizational form
allowed by state law. Limited Liability Partner
ships (LLPs) and Limited Liability Corpor
ations (LL.Cs) are emerging as states change
their restrictions. LL.Cs and LLPs remove
much of the partners’ personal liability for
other employees’ negligent or wrongful acts.
Most large accounting firms have converted to
LLP status since state laws usually permit LLL.Ps
to practice in non LLP states, and the conver
sion to a LLP from a general partnership is much
less complicated.

Recent developments, including the Sar
banes Oxley legislation, resulting SEC rules,
and SAS 99, further define the accountant’s
legal responsibilities with regard to services pro
vided and determination of fraud. The profes
sion is now reacting and implementing the new
rules and only the future will tell the extent of
additional liability.

One certainty is that accounting liability will
remain at the forefront of the accounting profes
sion. It is not clear whether the profession as we
know it today can withstand another Enron.
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Gene R. Laczniak

The systematic study of how moral standards are
applied to advertising decisions, behaviors, and
institutions. It is a subset of business and
marketing ethics (se¢ MARKETING, ETHICS
oF). It should be noted that many of the prac
tices that critics of advertising consider to be
“unethical” may also be violations of the law.
Thus, the discussion which follows mentions
some advertising practices that are outright
transgressions of the law (e.g., deceptive adver
tising), but also discussed are actions that are
legal but are nevertheless called into question
because they arguably lack the degree of
moral propriety that society would like to see
advertising uphold. For instance, advertising
practices which are perfectly legal but still
raise ethical questions include ads for target pis
tols in teen magazines, featuring bevies of bikini
clad women in beer commercials, and health
claims for products that are not especially
healthy.



THE NATURE AND SCOPE OF ADVERTISING

Given the economic importance of advertising as
well as its social visibility, it is not surprising that
it comes under great public scrutiny. Critics
have often complained about the lack of ethical
evaluations of certain business practices (e.g.,
security trading by insiders), but there has been
no shortage of attention devoted to advertising
ethics and the social questions that it raises. One
survey of the literature, using the ABI/Inform
database, found 127 articles published on the
topic of advertising ethics between 1987 and
1993 (Hyman, Tansey, and Clark, 1994). No
doubt, part of the attention garnered by adver

tising is due to the fact that it is such a significant
economic force in society. Over $148 billion was
spent on advertising in the US in 1994. The cost
of running a single 30 second commercial on US
TV for the 1995 Super Bowl was over $1 million.
Recognizing that advertising is by definition a
one sided, persuasive communication using the
mass media and intending to advocate a spon

sor’s product or service, it should not be startling
that much advertising fails to tell a fully informa

tive story about the products that it endorses. In
other words, a big part of the ethical concern
about advertising stems from the fact that by its
nature it is propaganda about the products and
services that are available for sale. Some of this
intentionally persuasive information may be
valuable to potential buyers, while other parts
may be misleading.

MaACRO- AND MICRO-CRITICISMS OF
ADVERTISING

The ethical criticisms of advertising can be cat
egorized as macro or micro. Macro criticisms of
advertising generally deal with the negative
impact of advertising upon society. For example,
could the $148 billion allocated to advertising be
more usefully spent attempting to achieve other
economic goals? Does advertising help foster a
culture of materialism? Micro ethical criticisms
of advertising focus on the propriety of specific
advertising practices. For example, should car
toon characters be allowed to pitch products on
programs targeted for children? Should ads for
contraceptives be shown on network TV?
Should subliminal messages be permitted?
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Historically, the macro debate about advertis
ing ethics has a long tradition. For instance, in
1907, one critic of advertising wrote, “On the
moral side, it [advertising] is thoroughly false
and harmful. It breeds vulgarity, hypnotizes
the imagination and the will, fosters covetous
ness, envy, hatred, and underhand competition”
(Logan, 1907).

Some of the macro ethical problems of the
advertising industry might be summarized
along the following lines. First, there is the con
tention that such persuasion violates people’s
inherent rights. The issue here is that so much
advertising is persuasively one sided that it vio
lates the principle of fairness by depriving con
sumers of unbiased input with which to make an
informed buying decision. Second, there is the
charge that advertising encourages certain
human addictions. The focus here would be
upon the societal appropriateness of any adver
tising campaigns for controversial products such
as cigarettes, tobacco, pornography, and fire
arms. Third, there is the fact that the motivation
behind advertising involves trying to make
money, not to foster the truth. The question
here is the extent to which a certain proportion
of advertising will always be inherently mislead
ing because it nurtures false implications or as
sociates product usage with a lifestyle or social
image that may have little to do with the prod
uct. For example, can drinkers of Old Milwau
kee beer really expect to find themselves in a
situation where ““it doesn’t get any better than
this”’? Fourth, there is the belief that advertising
frequently degenerates into vulgarization. For
example, the exploitation of women in advertis
ing as well as the use of fear appeals (e.g., you
will be socially ostracized without fresh breath
gum) would be representative of this criticism.
The use of ads which parody great books and
famous quotations, as well as notable art, archi
tecture, or people, is a further illustration of this
critique.

The most common response to many macro
criticisms of the advertising industry is that ad
vertising is little more than a mirror of the cur
rent character of society (Pollay, 1986). The
argument goes as follows: as a “looking glass”
that reflects the attitudes of society, one should
expect that sometimes advertising is deceptive
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just as other forms of communication might be
deceptive or misleading. And sometimes adver
tising will be in “bad taste” just as some art or
movies or political speeches might prove to be in
poor taste. These defenders of advertising would
further contend that the vast majority of adver
tising provides useful information which allows
consumers to glean important facts and thereby
enhances the efficiency of product choice
(Levitt, 1970). Therefore, despite the use of
inherently persuasive techniques, having cor
poration sponsored information about the prod
ucts and services available in a complex,
consumption driven economy provides more
benefits than dysfunctions. Such pragmatic
and utilitarian analysis is commonly employed
by defenders of advertising (se¢ UTILITARIAN
ISM.

Consider the following as a “case in point”
concerning the utilitarian trade off inherent in
advertising. Recent analysis of six decades of
research dealing with consumer perceptions of
advertising concludes that the typical consumer
finds most advertising definitely informative and
the best means of learning what is available on
the market (Calfee and Ringold, 1994). How
ever, the study also suggests that, consistent
over time, approximately 70 percent of con
sumers believe that advertising is often untruth
ful and may persuade people to buy things they
do not want. But, on balance, the valuable infor
mation provided by advertising is worth the
deficiencies caused by its inherent persuasive
ness (Calfee and Ringold, 1994).

With regard to the micro objections to adver
tising, the list of criticisms is long. A recent
survey of advertising practitioners shows that
the current area of advertising practice generat
ing the highest level of ethical concern is the
continued use of deceptive advertising. Other
concerns in the “top five” involve exploitative
advertising to children, ads for tobacco and alco
holic beverages, the increased use of negative
political ads, and stereotyping in advertising
(Hyman, Tansey, and Clark, 1994). While
granting the problematic nature of many of
these specific practices, defenders of advertising
are quite adamant in their view that most adver
tising is not only ethical but also helpful.
Though beyond the scope of this entry, philoso
phers such as Arrington (1982) have provided

tightly argued analyses suggesting that the vast
majority of advertising is neither manipulative
nor deceptive because it generally does not vio
late the various criteria which constitute con
sumer autonomy.

REGULATION OF ADVERTISING PRACTICES

In theory at least, the consumer is protected
from many questionable advertising practices
via government regulation as well as the self
regulation provided by the advertising industry.
In the USA, industry regulation is provided by
the National Advertising Division (NAD) of the
Better Business Bureau. This group, established
in 1971, investigates almost 200 cases of alleged
unfairness in advertising annually. Many of the
questionable ads brought to the NAD are iden

tified by fellow competitors, which would seem
to indicate that advertisers are guardians of their
own honesty. Most of the disputes brought at
this level (approximately 98 percent) are re

solved, but for those cases still at question, the
National Advertising Review Board (NARB)
becomes a court of appeal. The NARB is staffed
by members of the advertising profession as well
as informed persons from the general public.
Given that this control process is an industry

wide effort to maintain the integrity of advertis

ing, endorsed and adjudicated by the industry
itself, there is great pressure upon advertisers to
abide by the findings of the NAD/NARB. Still,
there might be advertising practices that would
require a stronger form of intervention which
can only be provided by the force of government
regulation.

The linchpin of government oversight of ad
vertising in the US is provided by the Federal
Trade Commission (FTC). The commission
was established in 1914. It has jurisdiction to
police all forms of false and deceptive trade
practices, including advertising. The FTC has
gone through relative periods of activity and
inactivity, depending upon the political climate
of the country. In part, the level of regulatory
fervor is due to the zeal of the commissioners
who control the FTC and who are political ap
pointees. Nonetheless, at all times the F'TC pro
tects the public from the most egregious forms of
deceptive advertising. The FTC is assisted by
various other government agencies, such as the
Food and Drug Administration (FDA) which, as



its name implies, has jurisdiction over the adver
tising of food and drug products. For example,
the recent regulatory changes requiring im
proved nutritional labeling and disclosure were
the result of cooperation between the FDA and
the FTC. Still another government agency im
portant in the oversight of advertising is the
Bureau of Alcohol, Tobacco, and Firearms
(BATF), a division of the US Department of
Treasury. It regulates all aspects of the sale of
products for which the division is named.

THE CREDIBILITY OF ADVERTISING

While many feel the combination of industry
self regulation and the Federal Trade Commis

sion provides an appropriate safety net against
deceptive advertising, regulatory efforts are not
without their critics, some of whom believe that
much unethical advertising remains. For
example, Preston (1994), in a comprehensive
analysis, contends that advertisers, by providing
only partial truth (i.e., one sided argumentation)
about their products and services, contribute to
the “diminishment of the truth.” Why? Partial
truth is a form of falsity that harms many con

sumers who cannot be expected to gather suffi

cient buying information without reliance upon
advertising claims. Preston proposes a reinven

tion of advertising regulation via the “reliance
rule” which would require that the only product
claims allowed would be those that advertisers
advocate as being important enough for con

sumers to make buying decisions on. In other
words, advertisers would be limited to making
claims about product attributes which embody
distinct reasons for purchasing a particular prod

uct. Thus, claims such as ‘“Pontiac is excite

ment” would have no standing because it is an
unprovable “puff.” Whereas a claim such as
“This model Pontiac will provide 30 miles per
gallon” would be permitted — assuming the mpg
figure can be substantiated.

THE ETHICS OF THE ADVERTISING INDUSTRY

Another set of issues to be addressed has to do
with the set of actors that orchestrate modern
advertising. Major players in the advertising in
dustry are sponsors of advertising (e.g., corpor
ations), advertising agencies (the makers of ad
campaigns), and the media which carry advertis
ing messages. The complexity of relationships
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among these three groups often creates ethical
conflicts. For example, the media are dependent
for much of their operating revenues upon the
advertising dollars that underwrite their pro
gramming. Thus, the ethical question is often
raised about the extent to which advertising is
able to shape media programming — especially its
influence over news media content that is critical
of an advertising sponsor. Similarly, advertising
agencies are often financially rewarded based on
the amount of media time that they buy rather
than the quality of the advertising they produce.
Thus, there can be inherent pressures on ad
agencies to push for more advertising rather
than searching for the optimal ad campaign
that best serves the sponsoring company.

To understand how ethical issues are ad
dressed by advertisers, some questions must be
asked about the values inherent in the advertis
ing community. What do advertising people
consider to be unethical? What is the prevailing
professional ethic of advertising? Some of the
substance of this ethic can be ascertained by
looking at the codes of ethics which have been
promulgated by the American Association of
Advertising Agencies (4As) and the American
Advertising Federation (AAF) (see PROFES
SIONAL CODES). Both codes contain the
following provisions:

e There are prohibitions against false and mis
leading statements.

o Testimonials that do not reflect the real
opinion of individuals involved are forbid
den.

® Price claims that are misleading are not
allowed.

e Statements or pictures offensive to the
public decency are to be avoided.

o Unsubstantiated performance claims are
never to be used.

Such admonitions serve as absolutes in guiding
advertising practice. In effect, they become the
lowest common denominator in shaping the pro
fessional ethic of advertising practitioners. One
major disadvantage of the approach used by the
4As and the AAF in their codes is that their
prohibitions are formulated in terms of “nega
tive” absolutes — in other words, practices that
formulators of advertising should nos engage in.
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These negative absolutes have value because
they suggest (for example) that to be ethical,
advertisers should not lie to customers, should
not steal competitor ideas for their own cam
paigns, should not cheat the media, etc. How
ever, some observers of the advertising industry
have suggested that “positive’ absolutes, which
stress the meritorious duties advertisers ought to
engage in, provide a more inspirational avenue
for shaping advertising practice. An example of a
positive meritorious duty would be the
“principle of fairness.” Applied to advertising,
it might be stated as follows: “Advertisers must
take fairness into consideration in their dealings
with consumers, clients, suppliers, vendors, the
media, employees, and agency management.”
And taking this meritorious duty a step further
and linking it with elements of Kant’s well
known categorical imperative, one could further
add: “advertising should never treat its audience
or spokespersons as mere means.” An illustra
tion of a TV ad campaign to which the above
principle might be applied is the controversial
Swedish bikini team commercial which was used
by Heilemann Brewing Company to promote
one of its brands of beer. In this situation, one
could apply the principle and contend that while
the use of such blatant sex appeals constituted a
memorable television commercial, the salacious
portrayal of women featured in the ad was
an inappropriate means for seeking economic
success.

The difficulty of all moral imperatives such as
the fairness principle is that they are often diffi
cult to apply to specific situations. For example,
the vast majority of advertising practitioners
would agree with the guideline that testimonial
ads should not use celebrity spokespeople to
endorse products which the spokespeople
have never used. Suppose, however, a company
hires a well known actor who has never previ
ously used a particular product but upon signing
his endorsement contract, honestly concludes
that the product is a superior one. Is this a
misleading use of testimonials? The case is de
batable.

CONCLUSION

In the end, many advertising practitioners fall
back to a pragmatic defense of the current
system of advertising. They argue from a conse

quentialist point of view that “if you don’t like
the advertising, consumers won’t buy the prod
uct and the ad sponsors will be punished at the
cash register.”

In summary, advertising contributes much
informational value to consumers. The most ob
vious forms of deception and unfairness in US
advertising are mitigated by industry self
regulation, governmental controls, and the in
herent professional ethic of the ad industry. But
because advertising is undertaken for the pri
mary purpose of selling specific products and
services, it undoubtedly will continue to gener
ate much ethical controversy because it is funda
mentally an exercise in commercial persuasion.
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advertising to children, ethics of
Christopher Gale

It has been estimated that children between the
ages of 4 and 12 spent over $6 billion in the
United States in 1989, and that expenditures in
major media directed explicitly to children
might be as high as $750 million (McNeal,



1992). In addition, many other channels are used
to reach children, including in store merchan
dising, in class TV shows and school hall
billboards (Consumer Reports, 1995), 30 to 60
minute TV cartoon shows based on commer
cially available toy personalities, product
placements in the movies, product packaging
ads ostensibly directed to parents, and ‘kids
clubs,” all of which mean that the actual expend
itures are much higher.

The historical criticisms of advertising — even
when the claims are factually correct — have
included a putative ability to manipulate persons
to buy products “they don’t need,” a tendency
to materialism in society, and a development of
“false values” (Drumwright, 1993). False and
grossly misleading advertising is universally
condemned, and while “puffery” — partial truths
and/or exaggerated suggestions and tone — is
accepted, it is said to develop cynicism toward
the practice and worth of advertising in particu
lar and to market economies in general. The
ethical issues surrounding advertising are mag
nified when children become the target. In a
survey of 124 Journal of Advertising reviewers
and a random sample of American Academy of
Advertising members, respondents ranked “ad
vertising to children” (after “use of deception in
ads”) as the second most important topic for the
study of advertising ethics (Hyman, Tansey, and
Clark, 1994).

Most societies hold children in special regard:
the mistreatment of children is seen as more
odious than that of adults, and their protection
is given high priority. The major concerns with
respect to children’s advertising center on a
child’s relative inexperience with money and
shopping, and therefore with his/her poorly de
veloped sense of critical judgment. Children
have, fundamentally, an undeveloped sense of
“self” —and so critics view advertising as engen
dering a false sense of needs, a short term hori
zon for satisfaction, and a taste for banal or even
harmful products. In this view, the child is seen
as an easier prey, a dupe to the lure of slickly
packaged advertising claims, and is exhorted to
put pressure on mom or dad to ‘“make me
happy.” Studies have shown that children
“lack the conceptual wherewithal to research
and deliberate about the relative merits of alter
native expenditures in light of their economic
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resources” (Paine, 1993). In the extreme, there is
the concern that children are “trained” to be
materialistic and will become cynical about soci
ety through what critics feel will be inevitably
unfulfilled product expectation.

The increasing use of television advertising to
children led to consumer pressure for more US
government regulation starting in the late 1960s.
After continued pressure from parents, the Chil
dren’s Television Act of 1990 was passed, which
limits advertising to 10.5 minutes per hour of
weekend shows and to 12 minutes per weekday
hour, and which requires television stations to
document how they have served the “education
needs” of children as part of their license re
newal review (Drumwright, 1993).
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affirmative action programs
Lisa H. Newton

are efforts to increase the representation, in cer
tain positions of organizations, of groups that
have not traditionally been part of such organiza
tions or have not held such positions. These
efforts are especially to be found in cases where
the groups in question have traditionally been
discriminated against for such positions, or ac
tively discouraged from applying for them. Af
firmative action includes attempts to recruit men
as nurses and women as engineers; attempts to
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recruit African American students at Amherst
College and white students at Howard Univer

sity. Affirmative action can occur on a national
level: since women, Hispanics, and African
Americans have traditionally not attained pos

itions of high rank in business or in government,
all efforts to place persons of that description in
such positions count as affirmative action. More
familiarly, it occurs on a local level: for historical
reasons, Jews and African Americans may be in
short supply at some universities, and Hispanics
and Asians lacking in some occupations, in
which cases it would be an effort of “affirmative
action” to find members of just those groups to
become part of just those institutions.

Affirmative action is justified primarily by an
appeal to justice, and derives from a national
commitment to equality of opportunity to par
ticipate in all occupations and all educational
programs. On its usual rationale, it is argued
that all groups of people are fundamentally
equal in distribution of talents; therefore, if we
find one group participating in some occupation
or profession in percentages well below that
found in the population (especially the local
population) it’s probably because the members
of that group have been discriminated against in
the past. Because of that history, it is no longer
sufficient just to open the doors and say that
from now on one will honor the principles of
equal opportunity, for the members of the dis
favored group have given up looking to enter by
those doors. Therefore, it is argued that one
must seek out and find qualified members and
actively work to incorporate them in professions
and enterprises. This effort is demanded by the
duty of compensatory justice to make up for past
wrongs.

Affirmative action can also be justified by
utilitarian considerations, since a richer social
environment is better than a poorer one, and
persons of many groups and backgrounds make
for a more interesting organization (see UTILI
TARIANISM). It is also good for students and
managers to get used to having African Ameri
cans and women in the roles of authority from
which they had been excluded, since it will be
more difficult for them to work productively
with supervisors whose legitimacy they doubt
on grounds of group membership. Multinational
corporations often seek a diversified workforce

to represent the diverse nations in which they
carry on their operations.

If the duty to engage in affirmative action
spills over into “reverse discrimination” (i.e., a
requirement that only a person of the previously
disfavored group may be accepted or hired),
then a serious injustice occurs unless all adver
tising for that position makes the exclusion clear.
It cannot be fair to advertise a job as open to all
on the basis of equal opportunity, while privately
intending to examine the credentials of only
certain groups.
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Africa, business ethics in
Christine Gichure

Business ethics is a relatively new subject in most
countries of the world. In Africa one could say
that it is an absolutely new field. The first signs
of academic life in business ethics on the African
continent can be traced back to the 1980s, mostly
in South Africa, Nigeria, and Kenya (Rossouw,
2000). As a new discipline, business ethics has
been received with varying appreciation, some
viewing it with skepticism, others receiving it
with great excitement as one of the major high

ways toward the much awaited African renais

sance.

Those who receive it enthusiastically have
been hard at work to popularize it. A survey
conducted in 1999 (Barkhuysen, 1999: 39)
showed that people’s perception of business
ethics as an academic field was polarized be
tween those who believe its role should be to
study and understand the central ethical dimen
sion of business, and those who think that the
focus should be more on the improvement of the
behavior of those who are involved in business
(Barkhuysen and Rossouw, 2000: 223).

An analysis of publications on business ethics
in Africa seems to indicate there is very little



reflection on the field of business ethics as such
or on its development. What one finds from time
to time are publications written in response to
the needs and problems of Africa regarding
ethics in business. This indicates a dire need
for contributions toward business ethics as an
academic discipline. This will be achieved once
those who are involved in the field get together
to reflect on what they are doing and what they
are perhaps neglecting.

The survey reported in Barkhuysen (1999),
for example, revealed that although prior to
this period no record existed of the number of
business ethics courses being taught in the con
tinent, there in fact existed no less than 77
courses at 40 departments in universities, tech
nikons, and colleges in six African countries. It
also recorded that most of these courses were
hosted in a variety of disciplines, ranging from
Business Management and Human Resource
Management to Philosophy and Law, with Busi
ness Schools topping the list. No less than seven
centers were dealing with business ethics in
Africa, even though none of them were exclu
sively focused on business ethics as such. These
centers were located in Kenya, Nigeria, South
Africa, and Uganda.

All these efforts to promote business ethics
tended to occur in isolation from one another, as
academics were often unaware of the existence of
colleagues interested in business ethics, or did
not know what those colleagues were doing. The
reason for isolation was simple: Africa is a vast
continent with over 45 different sovereign states
and hampered by difficulties of communication
and transport (Rossouw, 2000: 225).

The isolation of those working in the field of
business ethics has increasingly been reduced
through the availability and use of the Internet.
The most significant impact of this system of
communication for African business ethics has
been the creation of a Business Ethics Network
of Africa (BEN Africa) in 1999 at the Uganda
Martyrs University at Nkozi, Uganda. This
forum was established to bring together Africans
who share an interest in business ethics and who
are willing to expand it on the African continent.
It was formed in the belief that through inter
action both theoretical knowledge and practical
skill in managing ethics would be enhanced in
Africa. The projects of the network include a

Africa, business ethics in 15

Case Study Project, which is working toward
the compilation of case studies of ethical di

lemmas that occur in African organizations; an
Ethics Codes Project, the objective of which is to
collect ethical codes on the African continent in
order to build a database of such codes; and a
Whistle blowing Project, which aims to provide
descriptions of cases of whistleblowing. To date
the network has membership in 25 African coun

tries. Several of its members, including its presi

dent, are also members of the International
Society of Business, Ethics and Economics
(ISBEE).

F1GHTING CORRUPTION

Even before the formation of BEN Africa, con
cern about escalating ethical scandals in Africa
prompted the convening of various conferences
and conventions in business ethics. Top on the
agenda of these gatherings has nearly always
been how to fight corruption in its various
forms and eradicate poverty in Africa. Dialogue
with international bodies such as Transparency
International has to some extent helped the en
thusiasts of business ethics to focus on specific
areas of corruption, and to popularize business
ethics in the continent, enabling people in the
private and public sectors and academia to re
flect on the crucial role of business ethics in
curbing corruption.

Research carried out in selected areas has
sometimes revealed the need to embark on a
wider inquiry to probe the roots of some of the
problems of corruption. A good example is a
study carried out by KPMG in South Africa
and published in 1996, which prompted business
ethicists there to employ greater expertise on the
ethical dimensions of fraud to the economic
underdevelopment of African states. A survey
was subsequently carried out in 17 African coun
tries by the Forensic Division of Deloitte and
Touche (South Africa) to find out the extent,
causes, and major types of fraud experienced in
Africa, their major perpetrators, and the amounts
of assets lost per year (Rossouw, 2000: 227;
Gichure, 2000: 236—47). The study gave encour
agement to people of different academic and
professional backgrounds to get involved in the
expansion and dissemination of business ethics.

Corruption and business ethics are two terms
people tend to place together, one being
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conceived as the negation of the other. In inde
pendent Africa, corruption has become perhaps
the greatest challenge to leaders and citizens,
threatening to undermine economic develop
ment and the stability of young democracies.
Palmer Buckle (1999) of Ghana defines it as
acts by which the market and business sector
(which has the economic strength) makes an
alliance with the money hungry political sector
in exchange for protection and cover for the
unethical and even criminal deals.

Scholars continue to debate the reasons why
corruption has become so deeply entrenched in
contemporary Africa, whereas it seems not to
have been so significant before independence.
There are those who attribute it to Africa’s colo
nial history and its aftermath. Others believe that
its roots are to be found in the conflict between
African culture and Western ethical values,
while some others link it to political growing
pains and natural human greed. Corruption, as
a human moral weakness, is not confined to
Africa, as recent world events such as Enron
have shown. African scholars tend to agree that
what makes it more significant in Africa is that
its effects are more devastating. They are devas
tating because the continent is still passing
through a transitional period in which it has to
cope with the effort and pain of globalization in
order not to be isolated. Consequently, loopholes
in political and economic management are made
use of by the corrupt, to the detriment of the
whole economic fiber.

At the political and economic level the fact
that Africa is still finding its feet in democratic
governance and a culture to sustain it often
leaves sufficient space for clever but corrupt
people to operate. For example, there remains
the problem of finding the right mechanisms to
control a modern cash economyj, still a new con
cept in the African set up, in matters such as
banking systems and international economic and
financial cooperation and transactions, etc. The
educational system has often failed to foster pol
itical economic maturity by neglecting compre
hensive civic education. Some theorists have
blamed the educational system itself, claiming
it has been turning out educated persons who
nevertheless remain utterly ignorant of their
right to demand integrity, accountability, and
transparency in the delivery of services. Over

arching all these things, African ethicists also
contend that the underpinning of corruption
in Africa stems from the disintegration of
African ethical and moral values, the presence
of foreign ideologies of what is right and wrong,
as well as the absence of national values and true
patriotism.

THE WAY FORWARD

Theorists attribute most of Africa’s economic
development problems to the lack of an African
business ethics. Thus, the “history of economic
activities in Africa is that they have been pursued
without ethics. Some of the Western economic
values, such as the pursuit of individual self
interest, were simply incompatible with the Af
rican worldview and the individual ontology.
For a long time business values that originated
from the Western culture have been unintelli
gible to the mind of the African people” (Mur
ove, 2003).

Consequently, it is suggested that “an intelli
gible African business ethics should arise from
the African anthropological presuppositions and
the implicated core ethical values.” Such an
African focused business ethics, it is claimed,
should be based on an African worldview and
African humanism which, given current world
economic trends, can have an immense contri
bution to make to world business ethics (Lotriet,
2003).

Goobp CORPORATE AND BUSINESS ETHICS IN
AFRICA

Political philosophers and scientists in their turn
are increasingly linking good governance with
the economic development of a country. They
point out, however, that crucial to good govern

ance are two concepts that are mutually reinfor

cing: transparency and accountability. Hence,
good governance as a means of protecting the
vulnerable members of society is a moral ques

tion (Aseka, 2003: 2). But morality is not just a
means to good leadership: it is also a means to
civility and good citizenship. For that reason it is
observed that responsibility for the misfortunes
of others lies with those who rise to positions of
leadership. This has been one major problem in
Africa which, “faced with various crises of legit

imacy, regulatory and territorial crises as evi

denced in its instabilities, fluctuations,



uncertainties and social ruptures. . . needs good
leadership. A good leadership is morally obli
gated to its citizens and its moral obligation
determines its moral integrity” (Aseka, 2003).
Without moral obligation and moral integrity,
there can be no moral authority, and without
moral authority, there arises a crisis of legitim
acy. One major task of business ethics in Africa
today is to foster good governance.

CORPORATE SOCIAL RESPONSIBILITY: A
CHALLENGE

According to the International Leaders Forum
Report of 2001, it is only lately that companies in
most parts of the world have begun to embrace
economic, social, and environmental account

ability (Yambayamba, 2003). The report also
acknowledges that gaps still remain even where
corporate social responsibility has been em

braced. Africa is no exception. Business ethics
programs in the continent need to urgently ad

dress this question because corporations within
most African countries, whether indigenous or
multinational, have hardly adopted CSR meas

ures and where they have done so it is still at the
level of unstructured and unprofessional philan

thropy. For many corporations, CSR is not
expected to form any part of the corporation’s
obligations. Any actions of the corporations
carried out for the benefit of society are still
perceived as being simply “‘something nice for”
rather than something the corporation has the
mandate “to do” for society. This perception
could be due to the fact that the business sector
is still struggling to understand what CSR is all
about, what to do and how to ensure the best
impact. To date there does not exist any clearly
defined national agenda for this practice, which
may be what has hampered it. African scholars —
particularly political scientists and ethicists — are
working towards a change of attitudes in this
realm. African governments are also now moving
toward reinforcing those efforts through the
formation of such bodies as NEPAD (New Part

nership for Africa’s Development), currently
being addressed by African states, in which
member states have pledged to work together
toward the eradication of the continent’s pov

erty before the end of the twenty first century.
The task of business ethics in Africa as regards
CSR is to get the business sector to realize that it

Africa, business ethics in 17

can do good to people while enhancing its own
shareholder value. Consequently, some business
ethics projects in Africa involve the compilation
of “Best Practices,” which can later serve as a
model to stimulate greater awareness of social
responsibility (Yambayamba, 2003).

(GLOBALIZATION AND BUSINESS ETHICS IN
AFRICA

Globalization and the ideology of neoliberalism
imply increasingly outward oriented econ
omies. This provides real challenges for the
regulation of economic interactions between
vastly differing players, who perceive their own
interests differently. Africa is aware that the
global order in the making is organized mostly
around dominant world economic cultures.
Thus, it is only logical for Africa to wonder
whether the results may not be adverse to her
own interests (Lotriet, 2003).

In an effort to be part of the globalization
agenda, many African countries have striven to
attract foreign investment in their economies
through commercialization and privatization
policies. Since globalization of the rich econ
omies is driven by the desire of the rich to
make money, there are certain concerns for the
poor countries that must be addressed in terms
of the health of the global environment and the
long term security of the ecology of those coun
tries (Emiri, 2003). Globalization, much as it is
desirable, raises various questions for African
business ethics. One such question is how to
expand and diversify its production base, reduce
its commodity dependence, reinvest its techno
logical capacities, and cope with the debt burden
and its adverse effect on the continent.

Another crucial question that arises has to do
with the understanding of ethics in the Western
model applied to African values. Faced with
what the developed countries consider unethical,
poor continents like Africa, which host a myriad
of multinational companies, still find it difficult
to believe that certain practices are really uneth
ical. This in turn makes it difficult for those
multinational investors whose headquarters,
main facilities, and charter are located in their
home countries, to understand certain aspects of
the behavior of local management and employ
ees. Examples of such behavior include nepo
tism, the contentious issue of child labor, and
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bribery. Nepotism — often cited as a source of
disagreement between home and host countries
— may be wrong, yet local managers might not
hesitate to place family, clan, and tribal loyalties
over meritocracy when jobs are scarce. Similarly,
the boundary between a bribe and a gift in a
continent where social graces require certain
exchanges of gifts prior to tackling the essential
issues is seen to be more a matter of culture than
of ethics.
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agency theory
Barry M. Mitnick

The theory of agency, an approach that has
seen many applications across the social sciences
and the disciplines of management, seeks to
understand the problems created when one
party is acting for another. Agents typically
face a variety of problems when acting for
their principals, and principals face many prob
lems in ensuring that the actions of their agents
realize the principal’s preferences. Thus agency,
and the agency theory constructed to provide
understanding of agency behaviors, shows
two faces: the activities and problems of identi
fying and providing services of “acting for” (the
agent side), and the activities and problems of
guiding and correcting agent actions (the princi
pal side).

One of the key observations in agency theory
is that all action has real or perceived costs, so
that the corrections necessary to improve the
quality of agent and principal actions in their
relationship all have costs. As a result, it may
not pay the agent, the principal, or third parties
to invest in correction of this behavior where the
gains from correction do not exceed the costs of
performing the correction. A similar reasoning
applies to the identification and specification of
actions to be taken by the agent; it may not pay to
find out exactly what the principal wants, nor to
tell the agent that. In addition, a host of factors
can produce specification and correction at
tempts that occur imperfectly; they may even
fail to occur at all. Such factors include errors
in perception, inadequacies in detection and/or
in performance skills, failures in communica
tion, conflicts of interest and/or risk preference,
variations in information possession, emergent
processes from system or network behavior, and
problematic institutional structures. Deviant be
haviors may even be institutionalized and so
cially protected. Kenneth Arrow terms the
critical problems of agency “hidden informa
tion” (adverse selection) and ‘hidden action”
(moral hazard) problems (Arrow, in Pratt and
Zeckhauser, 1985); these terms may not, how
ever, capture the full range of factors at work.
Indeed, the careful identification of the sources



of problems in agency is still a current area of
research.

The logic of agency therefore predicts that
deviant behaviors can persist, and be tolerated.
Indeed, “perfect agency” rarely occurs, and
agency theory itself becomes a study in the pro
duction, the persistence, and the amelioration of
failures in service and in control.

Because agency typically occurs not only in
dyads but also in organizational and higher level
systems, the complexity of agency problems, as
well as of their remediation, can multiply.
Agency theory seeks to build theoretical explan
ations of behavior within such dyadic relation
ships, as well as within the complex networks in
which they are embedded. To date, relatively
little agency theory has examined organizational
systems, networks, and extended emergent
structures composed of agency relations; there
is indeed work in this area, but most study has
been directed at more accessible problems
within dyads, simple multiple agent/multiple
principal conditions, and relatively simple
supervisory or hierarchical structures. Agency
relations can be viewed as building blocks of
more complex settings, however, and so future
work may tackle such contexts.

Though it is most closely associated with the
modeling of firm behavior by financial econo
mists and accountants, agency theory in fact is
not, nor has it ever been, limited to theoretical
contexts constrained by particular assumptions
embedded in economic theory, nor to the mod
eling of the corporation alone. Its potential lies in
its status as a general social theory of relation
ships of “acting for” or control in complex
systems. The trend in work in agency is to intro
duce ever more descriptive analysis, with better
grounding in the descriptive details of organiza
tional life.

Despite this, references in the literature to
“agency theory” often assume that agency
theory is a narrow approach rooted in econom
ics. As such it is assumed to make relatively
simple or incomplete assumptions about
human motivation (either self interest or utility
maximization) and to model organizations in
terms of decision structures, assignments, and
processes, thereby greatly simplifying institu
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tional features. A great deal of criticism has
been directed at the agency approach as a result,
but at least some of that criticism really applies
only to a particular modeling subset of work in
agency.

In fact, work in agency theory extends consid
erably beyond the economics paradigm and in
cludes attention to a variety of normative,
institutional, cognitive, social, and systemic
factors. In addition, agency theory should not
be viewed as a theory of the firm alone, which is
merely one application of it. Agency is a general
approach to the study of a common social rela
tion, that of “acting for.”

The intellectual ancestors of agency theory
go back at least to the 1930s, with Ronald
Coase’s work on the firm and Chester Barnard’s
classic work on the functions of the executive.
There are forebears as well in sociology in some
of the classic works of Mead and Simmel.

In economics, the stream passes through the
series of studies in the divergence of owner and
manager interests and behavior (from scholars
such as Berle and Means, through Papandreou,
Penrose, Marris, and Baumol, to Williamson’s
theory of managerial discretion; see also work on
agency and the firm by Harvey Leibenstein).
Marshak and Radner’s work on the theory of
teams and Spence and Zeckhauser’s work on
risk and insurance highlighted the effects of
differing information states and risk preferences.
Oliver Williamson’s transaction costs approach
applied a costs model to the study of exchange
and its internalization in organization that has a
cousin in agency’s use of costs of correction in its
modeling of control. Alchian and Demsetz ex
plained the emergence of organization based on
the need to monitor individual contributions in
situations of joint production; it is often seen as
one of the foundational works in an agency
theory of the firm. In several works, Arrow
observed the importance of considering non
economic factors in relations in which one
party acts for another. Several other early papers
used agency concepts in an economics context,
though they did not appear to see or propose
agency as a coherent and general theoretical ap
proach; these included works by Victor Gold
berg and Barry Weingast.
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In political science, Herbert Simon’s work on
administrative behavior and on the employment
relation (see also the later related work on this
in economics by Williamson, Wachter, and
Harris), March and Simon’s inducements
contributions model, and Clark and Wilson’s
incentive systems theory constructed a stream
out of Barnard that flows directly into modern
institutional agency theory. Those who view
agency as a creature of economics often miss
these critical theoretical ties. In addition, work
in sociology on exchange theory by such scholars
as George Homans, Peter Blau, Richard Emer
son, Bo Anderson, Karen Cook, and Peter Mars
den should be seen as theoretical development
cognate to that in agency and in the transaction
costs literature in economics.

The first explicit proposals that a systematic
theory of agency would be valuable and ought to
be constructed, and the first works explicitly
beginning such construction, apparently came
from Stephen Ross (1973) and Barry Mitnick
(1973, 1975), independently. Ross’s work was
anchored in financial economics; Mitnick’s was
more generally based in social science, including
political science and sociology. Each reflected
the tools then currrent in their disciplines. Ross
was the first to clearly identify and worry about
the resolution of ‘“‘agency problems” and to try
to derive formal conclusions about the nature of
successful incentive contracts in agency; Mit
nick’s work was the first to lay out a broad
framework structuring agency theory and to ac
tually develop a series of small theoretical appli
cations of agency, such as the consequences of
agents bargaining with each other. Ross’s work
may be seen as the explicit start of the “eco
nomic” theory of agency; Mitnick’s, of what
may be termed the “institutional” theory of
agency.

The work that has probably had the biggest
impact on agency studies is the classic piece by
Jensen and Meckling (1976), which provided an
explicit agency theory of the firm as a “nexus of
contracts” (se¢e CONTRACTS AND CONTRACT
ING). Subsequent work by Eugene Fama and
Jensen identified the decision process in firms
as central, and argued that study of the assign
ment of rights to “decision management” and
“decision control” could explain many features
of firm behavior. The contexts of this work

usually concern the economic theory of the
firm, not necessarily a general theory of agency
relations in social behavior.

At present there is no unified, coherent
“theory of agency.” Depending on the research
tradition in which the particular work in agency
has been developed, different explicit logics,
based in different social science literatures,
such as economics or sociology, and sometimes
displaying divergent approaches even within
disciplines, are used to construct explanations.
This produces the appearance of streams of
work, each stream tending to operate within its
own assumptional world. This is true even
within the economics area, where agency work
divides into formal mathematical modeling and
modeling based in a more descriptive theory of
the firm. The accounting literature also features
behavioral/descriptive theoretic works in such
areas as auditing relationships, ethical issues (see
Noreen, 1988), and contract design (including
such public sector application areas as contract
ing out and municipal bond decisions). The
formal work in economics, finance, and account
ing features proofs of theorems based in assump
tions about such characteristics of the agency
situation as the preferences (including risk) of
the agent and principal, the contract between
them and its incentive structure, the sequencing
of action in the relation, and conditions of infor
mation held by the parties about each other and
the state of the environment.

In contrast, some of the work in management,
sociology, and political science has explored
agency using variables and perspectives that are
of more traditional interest within those fields.
For example, there is work in agency now exam
ining the role of trust and of sociological norms
(e.g., Mitnick, 1973, 1975, on norms in agency;
Shapiro, 1987, on trust; there is work by Mitnick
and by the sociologist Arthur Stinchcombe on
what they call the “fiduciary norm”) (se¢ FIDU
CIARY DUTY). The study of control has been
linked to older traditions in those fields, as well
as to newer networks approaches, by such
scholars as Robert Eccles, Kathleen Eisenhardt
(1989), and Harrison White. Agency analysis has
been applied to such older topics for study as
political corruption and bureaucratic behavior
by such scholars as Edward Banfield, Gary
Miller, Barry Mitnick, Terry Moe (1984), and



Susan Rose Ackerman. In addition, agency has
been used to study corporate political activity
(e.g., Mitnick, 1993). There are quite a number
of applications of agency to government regula
tion, for example, by Mitnick, Barry Weingast,
Pablo Spiller, and Jeffrey Cohen. In manage
ment, scholars have used (or modified) agency
approaches to explore such topics as behavior in
boards of directors (e.g., work by Barry Bay
singer, Gerald Davis, and Edward Zajac), organ
izational control (e.g., work by Donaldson and
Davis, Kathleen Eisenhardt, Huseyin Leblebici,
Benjamin Oviatt, and James Walsh), bargaining
(e.g., work by Lax and Sebenius), and compen
sation practices (e.g., work by Luis Gomez
Mejia, Henry Tosi, and Conlon and Parks) (see
CORPORATE GOVERNANCE). Agency has also
seen some attention in the marketing literature.
The appearance of each body of work more
nearly resembles the kinds of theory construc
tion and hypothesis testing practiced in these
disciplines.

In an important stream of work, Lex Donald
son and James Davis (e.g., Donaldson and
Davis, 1994) demonstrate via their “theory of
stewardship” how theory development on the
firm can escape or modify the constraints of
the economics model. Indeed, given our view
of the duality of agency, the economic theory of
agency seems biased toward the analysis of cor
rections; it is a theory of control (or of who gets
control, such as decision rights). But agency has
two sides: control and service. There is no reason
why a viable theory of the firm cannot be con
structed taking the service side as primary (e.g.,
other things being equal, managers seek per
formance; correction is then taken as a second
ary, marginal activity). Of course, the most
descriptive theory of the firm may take a contin
gent approach that simply uses the conceptual
tools of both service and control to understand
the production of behavior in and around the
firm.

It is probably true that the scholars using
agency theory have tended to rely on the sources
for that theory with which they are most famil
iar. Because most scholars have assumed that
agency originated in economics they have tended
to use the major works there, such as Jensen and
Meckling (1976), and adapted its features to the
study at hand. This tends to lead to more limited
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kinds of analysis as assumptions more appropri
ate to the economics paradigm are imported into
settings for which social science has additional
tools available.

It is important to be aware of the differences
between agency theory and the law of agency. In
the law of agency it is presumed that the agent is
acting under the orders of the principal; the law
itself acts, of course, as a normative guide to
behavior and to the resolution of disputes
regarding appropriate action in agency roles
(see the Restatement of the Law, 2d, Agency).
Agency theory is just that, a group of descriptive
theoretical approaches that seek to provide
understanding of a broad class of social behav
iors; agents need not be presumed to be under
explicit direction and hence possessing particu
lar obligations. The law of agency does, how
ever, provide rich materials for exploration via
agency theory, and contributes central insights
that can expand the quality and domain of
agency theory (the first such use of the law of
agency was by Mitnick, 1973, but there has been
a scattering of work by such scholars as Robert
Clark, Frank Easterbrook, and Daniel Fischel,
and in a number of law reviews). The same may
be said of the related bodies of law and legal
analysis in contracts and trusts; of particular
interest is work on “relational contracting” by
Tan Macneil.

Applications of concepts relevant to agency
are found in numerous places in the business
ethics literature, but, with the exception of the
volume edited by Bowie and Freeman (1992)
and some scattered work elsewhere (e.g.,
Noreen, 1988, and work in accounting by
Wanda Wallace), most applications in business
ethics use materials based in the law of agency
(e.g., the concept of fiduciary duty) and in
moral philosophy (e.g., the obligations of
the moral agent) (se¢ CORPORATE MORAL
AGENCY). Agency as a descriptive theory of
service and control ought to be capable of pro
viding increased understanding of the dilemmas
produced in the pervasive agency relations of
business.
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AIDS
Craig P. Dunn

AIDS is an acronym for Acquired Immunodefi
ciency Syndrome. AIDS is generally, although
not universally, thought to be associated with the
presence of HIV, the Human Immunodeficiency
Virus. All persons with HIV cannot appropri
ately be said to have AIDS. The United States
Center for Disease Control’s (CDC’s) technical

descriptor of AIDS has to do with either the
presence of an opportunistic infection associated
with HIV, and/or a diminution of the body’s
CD4 (T lymphocyte or T cell) count to below
200 per cubic millimeter of blood. Evidence
suggests that HIV is spread through transmis
sion of bodily fluids typically associated with
intimate sexual contact and/or intravenous
drug use, though cases of in utero mother to
child transmission are on the rise. HIV is fragile
once outside the body, and is therefore not trans
mittable through casual contact. AIDS is treat
able but not curable. With proper treatment, it is
not unusual for individuals to live ten years or
even longer from time of initial diagnosis with
HIV to eventual death.

The CDC currently estimates that globally
more than 16 million people have died of AIDS
and more than 16,000 people become newly
infected each day. Geographic impacts have
been disparate. Developing countries are cur
rently being hardest hit, particularly those in
Sub Saharan Africa where over 23 million adults
and children are living with HIV/AIDS and
more than 13 million have died, accounting for
more than 80 percent of the world’s deaths due
to AIDS. In the United States there are now
800,000 to 900,000 people living with HIV,
with approximately 40,000 new HIV infections
occurring every year. In the US, HIV related
illness and death historically have had a tremen
dous impact on men who have sex with men
(MSM); even though the epidemic has increased
during the last decade among injection drug
users and heterosexuals, MSM continue to ac
count for the largest number of people reported
with AIDS each year. Though they represent
only 13 percent of the US population, more
than half of new HIV infections occur among
blacks (http://www.cdc.org).

HIV/AIDS should be a core business issue for
every company — particularly those with inter
ests in heavily affected countries — according
to the Global Business Coalition on HIV/
AIDS  (http://www.businessfightsaids.org/).
Estimates by the World Bank suggest that the
macroeconomic impact of HIV/AIDS may
reduce the growth of national income by up to
a third in countries where the prevalence among
adults is 10 percent. Additionally, rates of HIV
infection worldwide are highest for the young



and for women, who are major contributors
to the workforce (http://www.bsr.org/BSR
Resources/IssueBriefDetail.cfm?DocumentID
= 49032). In some countries — most notably
South Africa — the tendency of a significant
proportion of employers has been to discrimin

ate against employees and job applicants living
with HIV/AIDS through use of HIV testing to
exclude those that are HIV positive. In the case
of Hoffmann vs. South African Airmays, the Con

stitutional Court ruled against this practice
(Ngwena, n.d.). In response to such expansions
of workplace protections to those infected with
HIV/AIDS, several global companies have
policies in place underpinned by principles of
inclusion, non disclosure, confidentiality, toler

ance, and non discrimination. BP asserts their
“global approach prohibits unfair discrimination
against people living with HIV/AIDS...it
promotes an environment in which people
who are HIV positive are able to be open
about their status, without fear of stigma
or rejection” (http://www.bp.com/environ so

cial/bus ethics/hum rights/hiv.asp).

HIV/AIDS has become such a critical busi
ness issue that academic programs focusing spe
cific attention on this dimension of the pandemic
are now emerging. In response to their belief that
unevenness, inadequate training, and distrust
between managers and workers characterize the
management of HIV/AIDS in workplaces and
cause negative effects on the quality of life and
work, the African Centre for HIV/AIDS Man
agement in the World of Work at Stellenbosch
University and the National School of Public
Health at Medunsa have partnered in offering a
Postgraduate Diploma in the Management of
HIV/AIDS in the World of Work (http://
www.aidscentre.sun.ac.za/diploma.html). Case
materials focusing on a variety of ways to manage
people with AIDS at work and a broad range of
perspectives informing managers’ decisions
about this painful and complex issue have
been developed (http://www.caseplace.org/
newsletter url3128/ newsletter url show.htm?
doc id = 180238).

Underlying the pragmatic impacts of HIV/
AIDS reside deep ethical concerns. Links be
tween HIV infection and such social “baggage”
as homosexuality and drug abuse make this a
volatile issue for those formulating corporate
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policy. From the view of KANTIAN ETHICS,
or deontology, there is a potential clash of rights
(see RIGHTS) between the HIV+ worker and the
HIV— co workers. The concern on the part of
some individuals is that the ease of transmitabil
ity of HIV has been grossly understated. One
study of corporate and public service employees
found that ‘“thirty percent of the respondents
expressed skepticism about the accuracy of
public information” related to AIDS, with
nearly one in four stating they would be “‘afraid
of getting AIDS from working near PWAs [Per
sons with AIDS]” (Barr, Waring, and Warshaw,
1992: 226). Such individuals typically advocate
for disclosure of co workers’ HIV status. Con
versely, those infected with HIV are concerned
with the variety of discriminatory practices, in
cluding erosion of the right to PRIVACY, revo
cation of health benefits or escalation of the cost
of such benefits (sec¢ HEALTHCARE ETHICS
AND BUSINESS ETHICS), shunning by co
workers, and even termination of employment,
which often accompany making a positive diag
nosis with HIV a matter of public record. Add
itionally, the right of the AIDS sufferer to his or
her WORK must be considered against the
backdrop of the right of the employer to exercise
the doctrine of EMPLOYMENT AT WILL. This
particular conflict is compounded by the
Americans with Disabilities Act (ADA), which
in part treats workers with AIDS as a disabled
class subject to the protections contained in this
legislation.

The issue of resolving rights conflicts with
respect to persons with AIDS in the workplace
is necessarily complicated by consideration of
RISK tolerance. Few, if any, rights are absolute;
therefore, the challenge for the deontologist is to
decide which among a competing set of rights is
most foundational. This determination is in
some sense dependent upon the probability, or
risk, of alternative realizable policies. Neither
the view that the rights of the AIDS sufferer
must be protected at all cost, nor the view that
the rights of co workers are inviolate, seems
correct. However, the suggestion that determin
ation of a “rights hierarchy” — and thereby of
one policy versus another — is dependent upon
risk assessment necessarily moves the argument
toward consideration of the utilitarian conse
quences of alternative policies.
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UTILITARIANISM requires that we con
sider the consequences of including or excluding
AIDS sufferers from the workplace, with an eye
toward bringing about the “greatest good for the
greatest number.” Those familiar with the
debate over whether HIV+ medical providers
should be compelled to disclose their HIV status
to patients have seen this particular issue evolve
from one in which rights were of central import
ance, to concern over the impact of mandatory
disclosure policies on the healthcare profession
in general and ultimately the welfare of society at
large. The presupposition of utilitarian argu
mentation is that relevant benefits and costs
can be both identified and quantified. While
utilitarians are well versed in dealing with such
complexities, when it comes to workplace AIDS
transmitability, the issue is so emotive as to make
consensual policy formulation a virtual impossi
bility. What is known is that the well being of
the AIDS sufferer is to a great extent a function
of AIDS policy. Research into the longevity of
HIV+ individuals indicates that a supportive
community (se¢ COMMUNITARIANISM) leads
to life extension. One of the drawbacks of
traditional utilitarianism, however, is its com
patibility with injustices: in seeking to promote
the greatest good for the greatest number, the
interests of the non majority are rather easily
overridden. For the HIV+ minority, the conse
quences of restrictive workplace AIDS policy
might well be the foreshortening of their very
lives.

At least one writer suggests Kantian and utili
tarian ethics can be meaningfully combined.
Brady suggests we should make “exceptions to
rules when so doing recognizes or promotes the
affiliation and connectedness of persons” (1990:
144-5). With this understanding, should HIV+
individuals be offered organizational member
ship in spite of a general rule affording all em
ployees a safe working environment? Consistent
with designation of HIV infection as a disability
under the ADA, Brady’s principle implies that
the objective of affiliation should override
more general workplace safeguards. In effect
this principle injects classical utilitarianism
with JUSTICE considerations. The objective is
to have the manager approach the crafting of
workplace AIDS policy with specific reference

to the idiosyncrasies of each specific work
environment.

Consideration of the personal — and relational
— implications of AIDS policy formulation and
implementation suggests we consider the ethics
of care. The topic of AIDS in the workplace
needs to be a matter of conversations about
how we as human beings live, and more particu
larly how we live in caring relationship with one
another. Such caring conversation is hindered by
language which creates unnecessary — or even
inflammatory — distinctions. As Sedgwick (1990:
1) has noted, “many of the major nodes of
thought and knowledge in twentieth century
Western culture as a whole is structured —
indeed, fractured — by a chronic, now endemic
crisis of homo heterosexual definition, indica
tively male, dating from the end of the nine
teenth century.” This is nowhere more true
than in conversations about the appropriate
policy response to persons in the workplace
who happen to have been infected by HIV. Jon
sen (1991: 660) offers perhaps the best closing to
this discussion of policy alternatives relating to
AIDS in the workplace: “In all epidemics, fear
stimulates isolation and responsibility requires
inclusion — this might even be called the moral
law of epidemics.”
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Alliances
Lynn A. Isabella

“Forming alliances” is a phrase often used in
today’s business environment. While the con
cept seems simple — unite with other individuals
within a company or with another organization —
to collaborate rather than compete, not all alli
ances are really alliances. The word is fashion
able to use, and used liberally within companies,
but the philosophy behind a #rue alliance is any
thing but business as usual.

DEFINING AN ALLIANCE

An alliance is a close, collaborative relationship
between two (or more) firms with the intent of
accomplishing mutually compatible goals that
would be difficult for each to accomplish alone
(Spekman and Isabella, 2000). This definition is
carefully worded. An alliance implies that the
relationship between the parties is not competi
tive, it is strategic, each needs the other to ac
complish a business objective, and goals are
complementary (though not necessarily identi
cal). At its core, alliances are about shared con
trol and decision making. In a business world
frequented by competition and transactions, al
liances require a different mindset for action and
interaction.
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What can be confusing is that, given this
definition, alliances can take a number of differ
ent forms and still be alliances. The most “‘or
ganized” alliance is a joint venture (JV) between
two firms in which a third and separate firm is
created. Such an alliance, governed by a board of
directors represented by both partner com
panies, is often formed to bring specific strategic
capabilities of each partner to a new or existing
market. At the other end of the alliance con
tinuum might be co marketing arrangements,
through which two companies market each
other’s products. In between, other alliance
forms can include channel partnerships or
manufacturing alliances.

CoMMON CHARACTERISTICS

Despite their appearance each of these types of
alliance share certain characteristics. An alli
ance is not a transaction. Transaction implies
an exchange, such as money for services or
products. True alliances are not simply an
item for item exchange but include:

o Goal complementarity: Both parties in an
alliance give and get something from the
partnership. While they may be dif
ferent things, the goals for which each
member of the partnership is striving are
compatible.

® Recognized interdependence and coordination:
Within an alliance each partner must recog
nize that their actions may have implications
for their partner, making each partner inter
dependent with the other. As a result, coord
ination between alliance partners must be
high in order to ensure true collaboration
and cooperation.

o Trust and commitment: By definition,
alliances require relational trust and com
mitment. Both partners must work hard
to ensure that trust is nurtured and com
mitment ensured. Without trust and
commitment, there can be no alliance.

o Symmetry: Alliances are about equity over
time, not necessarily at any one moment in
time. Partners want an equitable share of the
decision making, share of the rewards and
share of the success. Without symmetry
or with a banker’s mentality (meaning
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everything balances at the end of the day),
there is not an alliance.

o  Open and two way flows of information: Alli
ances are about sharing and breaking the
traditional thinking that information is
power. In alliances, shared information
is power. This does not mean that each part
ner is obliged to reveal its proprietary secrets
or technology; it does mean that relevant
alliance information is not held by one part
ner when needed by the other partner.

®  Joint decision making: No alliance can be an
alliance unless there is mutual joint decision
making. If one partner makes the decision
for another, an alliance does not exist. Both
partners make decisions for the alliance.

o Long term focus: True alliances act as if they
are going to be an alliance over the long term.
While realizing that the competitive envir
onment may change, or reasons unseen now
might make the reason for alliance moot later
on, alliance partners act as if the alliance
were headed forward in perpetuity. To
think this way means that each partner
takes a long term interest in the future of
the alliance.

o  Cultural humility: Whether speaking of na
tional culture or corporate culture, an alli
ance may bring together two partners with
different cultures. Who’s to say, for
example, that it is better to have lunch at
your desk or to take a 2 hour break for a
leisurely lunch with wine? Who’s to say
that how Partner A does project manage
ment is not as good as Partner B? Alliances
require a sense of humility that one’s own
culture is not necessarily the only one for the
alliance.

MORE THAN JuST BUSINESS

Alliances are about business and relationships.
Consider the DNA model of a double helix with
strands of DNA intimately intertwined. So it is
with the business and relationship side of an
alliance. The business side of an alliance is the
task of the alliance — what the alliance is charged
with doing; the relationship side encompasses
the relationship between the partners. An alli
ance cannot exist without both. On average if the

percent of time spent on one dimension (either
business or relationship) exceeds 70 percent, the
alliance is most likely in trouble. Business and
relationship activities need to be balanced. Man
agers find it easy to conduct the business of an
alliance; relationship activities are harder to
identify and to remember to do.

ALLIANCE SPIRIT

While business and relationship activities are
visible, there is a more important aspect of an
alliance: the alliance spirit. Alliance spirit repre
sents the answer to the question: What does it
mean to partner? Ideally, alliance spirit is about
solidarity (we are in this together), mutuality (for
both our benefits), flexibility (maintaining a
sense of adaptability and change), and harmony
(vet realizing we will need to reach agreement
when we disagree). The alliance spirit is created
through the actions of each and every member of
the alliance. Collectively, alliance spirit is about
trust and sharing, not power and control. Having
a similar and strong alliance spirit can help an
alliance through its difficult times.

CONCLUSION

Alliances are valid and valued business forms.
Most certainly they will increase across our or

ganizations in the future. Alliances open up
companies to markets beyond their immediate
reach, to technology they don’t have or could not
develop quickly, to partners that might share
development risks or costs or to any number of
other capabilities and skills. What most com

panies don’t realize, however, is that using the
word “alliances” connotes a set of expectations
and behaviors around sharing and collaboration.
Calling something an alliance when it is really a
transaction sends mixed messages and increases
the probability of failure. Companies can be
alliance like in their interactions, but that
doesn’t mean that everything between two part

ners is an alliance.
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altruism and benevolence
Lawrence A. Blum

A concern for the well being of persons other
than oneself. (Both contrast with “beneficence,”
which refers to actions that promote the welfare
of others, independent of the motive behind
them.) This concern cannot, however, be in
service of one’s own interest, as when we help
out another with the expectation that our doing
so will result in greater benefit to ourselves. The
concern must be directed toward the other for
her own sake, otherwise it is not altruism or
benevolence. Altruism concerns not merely the
results of action, but also the agent’s motivation
to engage in such action.

Concern for others for their own sake does not
necessitate actual self sacrifice, or, more moder
ately, a loss of personal well being. The view
that it does may stem from the false belief that
every situation presents us with a choice between
fostering our own good and fostering the good of
others. Bishop Joseph Butler (1692—-1752) gave
the classic arguments showing that action on
behalf of others need involve no loss to the self.

Beyond this, to say that someone is “altruis
tic” does seem to carry the implication that the
person neglects her own well being in favor of
others’. (The same implication is not carried by
“benevolence,” however.) Yet we need to retain
a term for a concern for the good of others
without the further implication of self sacrifice
or self neglect.

However, when altruism does involve great
personal risk or sacrifice it is generally thought
to be more admirable than altruism with min
imal risk. Thus, rescuers of Jews during the Nazi
era —a group extensively studied as exemplars of
heroic altruism — exhibited the highest moral
virtue. Nevertheless, self sacrifice is not a virtue
in its own right. It must be in the service of a
great good, or at least a good greater than the loss
to the agent (as in the rescuers’ case), otherwise it
might just be foolish. And even self denying
altruism is not always admirable or advisable.
Some persons may give too much of themselves,
even to promote a great good for others. Femi
nists have claimed that women have been victims
of just such a debilitating self denying ideology.
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Still, by and large, appropriate self sacrificing
altruism is good and admirable.

Altruism and self interest need not be op
posed; they may be mutually enhancing. Often
those with the most secure sense of self and
self worth are also very altruistic persons.
Their self confidence allows them to respond
to the plight of others without a debilitating
self absorption. They are happy people who
derive satisfaction from their altruistic activities,
though these may involve a sacrifice of comfort,
convenience, and missed pleasures. Some take
this truth a step further and argue that the
most fulfilled and flourishing individuals are
those whose lives involve a substantial degree
of altruism. They claim that persons who are
non altruistic, whose lives are devoted to
the pursuit of self oriented satisfaction are,
paradoxically, less likely to achieve such self
satisfaction.

Yet if altruism is satisfying to the self; is it still
really altruism? More generally, many question
whether altruism actually exists. Psychological
egoism is the view that behind all beneficent
action lies a pursuit of self benefit, whether con
scious or unconscious. It is true that the most
apparently altruistic actions may be egoistically
driven. If my beneficent pursuits are in the
service of an image of myself as an altruistic
person, because I think that will make me
happy, then I am not altruistic (see EGOISM,
PSYCHOLOGICAL EGOISM, AND ETHICAL
EGOISM).

However, being aware of the satisfaction one
derives from altruistic pursuits is not the same as
being motivated by that satisfaction. In fact it is
impossible to gain altruistic satisfaction by de
liberately aiming at it; for then it will not involve
a true regard for the other for her own sake. The
satisfaction derived will not be altruistic but
egoistic.

Since altruism is a matter of motivation, it
cannot guarantee that the results of altruistic
action will actually be beneficial, even if that is
the agent’s intent. An altruistic person may be
mistaken as to the interests of the party she
wishes to help; her action may thus fail to bene
fit. Yet since an altruistic person does wish
for the good of the other, she should also be
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concerned about understanding what that good
is, and open to revising her view of that good in
light of new information. Thus, an ideally altru
istic person will be concerned not only for the
other’s good, but also to figure out what that
good is. Nevertheless, it would be misleading
to deprive the term “altruism” of application
when the agent seeks the good of the other for
its own sake but is non culpably mistaken about
the nature of that good.

Motivations are sometimes difficult to dis
cern. And so some say, “Why should we care
what the agent’s motive is, as long as she gets
results, that is, as long as others are benefited?
We should arrange our political and social insti
tutions so that self interested motives will pro
duce beneficent results and we will not need to
rely on people acting altruistically.” It can be
doubted whether such a social order is possible;
political, social, and even economic life depends
in all sorts of ways on people not pursuing
their own self interest to the utmost, but rather
taking some account of the interests of others
(see Mansbridge, 1990). Beyond this, we do in
fact take a moral interest in people’s motivations
and character. We admire the benevolent and
altruistic person but not the selfish, opportunis
tic person, even if we are relieved when the
latter’s actions happen to produce beneficial
results.

See also feminist ethics
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anti-competitive practices in marketing
C. Jay Lambe and Robert E. Spekman

Marketing practices that reduce or discourage
competition, typically thought of in terms of
antitrust violations. Antitrust: of, relating to, or
being legislation against or opposition to trusts
or combinations; consisting of laws to protect
trade and commerce from unlawful restraints
and monopolies or unfair business practices
(Webster’s College Dictionary, 1993).

Under certain conditions, examples of anti
competitive practices in marketing, which are
considered violations of US antitrust law, in
clude the following: conspiring to monopolize a
market by using a size advantage to underprice
competitors and drive them from the market
(predatory pricing), offering larger business
customers lower prices than smaller business
customers with whom they compete (discrimin
atory pricing), and conspiring to monopolize
a market through mergers or collusion with
competitors.

Perhaps the best way to understand the ra
tionale behind antitrust legislation, and why it
has evolved as it has, is to place these events in a
historical perspective. Essentially, the industrial
revolution, and its expanding scope in the late
1800s, led to the initiation of antitrust legislation
in the US. As technology expanded and de
veloped, the size and power of certain companies
grew tremendously, which led to heightened
social and political concern about large business
enterprises. The general consensus was that the
market power of these large industries (e.g.,
steel, oil, railroads) discouraged competition.
As a result, the period of 1861 to 1901, often
called the age of ‘“Robber Barons,” was accom
panied by populist movements that contended
that big business was endangering the liveli
hoods of small, independent businessmen and
farmers. These movements led to the first
major federal regulatory antitrust enactment,
the Sherman Anti trust Act of 1890.

The Act regulated the form and size of organ
izations and expressly prohibited monopolies. In
a monopoly a firm has sole, or nearly sole, con
trol of a certain market. Section 1 of the Act
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forbids entering into a contract, combination, or
conspiracy in restraint of trade. Section 2 of the
Sherman Act prohibits monopolizing or at
tempting to monopolize trade, including acts
such as predatory pricing. Perhaps the most
famous example of alleged predatory pricing
involved Standard Oil Company of New Jersey.
In evidence presented before the Supreme
Court, the government demonstrated that
Standard Oil would sharply reduce prices in
local markets where competition existed, while
holding prices at a much higher level in other
markets, with the objective of persuading com
petitors to merge.

Although the Sherman Act discouraged mon
opolistic practices, it was only effective against a
few obvious monopoly consolidations. In order
to more specifically attack the methods by which
firms developed monopoly power, the federal
government passed the Clayton Act and the
Federal Trade Commission Act in 1914. The
Clayton Act provisions are an effort to deny
firms the ability to develop monopolies through
mergers or collusion with other firms. Specific
ally, Section 7 of the Act prohibits stock acquisi
tions by any corporation ‘“where the effect of
such an acquisition may be to substantially
lessen competition. . .or to restrain such com
merce in any section or community, or tend to
create a monopoly of any line of commerce.”
Section 3 prohibits entering into exclusive deal
ing and tying contracts in order to develop
monopoly power. The Federal Trade Commis
sion Act created the Federal Trade Commission
(F'TC) to police anti competitive conduct.

Two later Acts amended the Clayton Act,
addressing what some considered to be loopholes
in the existing legislation. In 1936 the federal
government initiated the Robinson Patman Act
to address the issue of discriminatory pricing by
amending Section 2 of the Clayton Act. Provi
sionally, discriminatory pricing is selling or pur
chasing different units of the same product at
price differentials not directly attributable to
differences in the cost of supply. Pressure for
this enhancement to the Clayton Act came from
relatively small wholesalers and retailers who
competed against A&P and other emerging retail

chain organizations. These businesses com

plained that the favorable pricing received by
larger competitors created an advantage that
was competition threatening. The argument
was that these larger companies could establish
prices that were profitable for them, but unprof
itable for the smaller firms that must pay more
for inputs, and thus could eliminate competi

tion. In agreement with this logic, the
Robinson Patman provision prohibits price dis

crimination among business purchasers to an
extent that cannot be justified by a difference
in cost or as a good faith attempt to meet the
price of a competitor. Addressing another omis

sion, the 1950 Celler Kefauver Act amended
Section 7 of the Clayton Act. This amendment
made asset acquisitions of competitors that sub

stantially lessen competition illegal. Proponents
of this amendment successfully pointed to anti

competitive acquisitions, such as those made by
Standard Oil when it bought competing oil re

fineries, not by buying the stock of the target
firm, but by purchasing its assets.

Given the past development of antitrust laws
and the legacy that remains, what does the future
hold for antitrust? As it has in the past, antitrust
legislation will continue to evolve as it is pre
sented with new challenges. A major difference,
though, is that some existing legislation may be
rolled back, or at least softened, particularly in
the area of mergers and interfirm collusion. Sev
eral phenomena seem to be responsible for this
retreat. Based on a trend that started with the
emergence of strong Japanese competition and
the Reagan presidency, it appears that the
American public and the government view a
lessening of these antitrust provisions, and regu
lation as a whole, as vital to the international
competitiveness of the US. Recent consortia of
high technology firms engaged in research to
improve US global competitiveness attest to a
shift in the interpretation of antitrust behavior.
In addition, the increasingly dynamic nature of
technology often ensures that no one firm will
have long lived market dominance. Thus,
given the increasingly tenuous position of
market leaders, there is naturally less concern
about monopolistic practices. And some have
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questioned the efficacy of the Robinson Patman
Act. The argument here is that a too literal
interpretation of the Act protects inefficient
firms and, therefore, does not promote free
market competition. As always, though, future
legislation will be dependent upon the prevailing
political climate.

See also advertising, ethics of; marketing, ethics

of
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applied ethics
FJoan C. Callahan

Although applied (or “practical”’) ethics borrows
insights from theories of moral axiology (i.e.,
theories of the morally good and evil), theories
of moral obligation (i.e., theories regarding what
is morally permissible, morally required, and
morally impermissible), and from metaethics
(i.e., theories regarding the meaning of moral
terms, the nature of moral discourse, and the
justification of moral claims), the task in en
gaging in practical ethics is not simply to work
out applications of existing ethical theories. It is,
rather, to attempt to find acceptable resolutions
of moral problems of present and practical ur
gency. This involves much more than merely
doing some sort of philosophical technology
where high level theory is simply brought over
to practice. When done well, questions ad
dressed within practical ethics continually raise
important theoretical and methodological ques
tions for general theories of moral good and
moral right, and for metaethics. For example,
attempting to answer questions pertaining to

choosing and changing jobs raises a number of
significant questions about what it means for any
choice to be rational and genuinely voluntary.
Similarly, questions in professional ethics
regarding the distribution of certain goods and
services raise deep questions regarding basic
human goods and the possibility of maximizing
the potential of characteristically human lives. In
raising and addressing these questions, theorists
working in practical ethics are inseparable from
theorists working in more familiar areas of
ethics. What is true, however, is that engaging
in practical ethics is in some important ways
quite different from attempting to construct a
full and general moral theory. Specifically, there
are differences in the content of the questions
asked, and differences in focus, goals, and
method.

GoALS

The differences in content and focus in moral
theory and practical ethics provide some clues as
to how goals in engaging in these projects might
differ. A legitimate goal in studying and en
gaging in moral theory construction might con
sist in acquainting oneself with one branch of the
history of philosophy or one branch of system
atic philosophy as a matter of purely intellectual
interest, much as an academic approach to reli
gious studies might focus on understanding cer
tain religious traditions as a way of deepening
one’s appreciation of a culture’s heritage. That
is, a study of moral theory need not concern
itself with resolving any real life moral di
lemmas, any more than studying a religious trad
ition need concern itself with resolving any
theological dilemmas. Genuine engagement in
practical ethics, on the other hand, disallows
neutrality on the goal of attempting to resolve
some morally dilemmic issues, since practical
ethics takes the resolution of such issues as its
proximate concern. This concern issues in
several projects to be pursued in engaging
in practical ethics.

1 Recognizing moral issues. A first step in prac

tical ethics is developing skill in recognizing
moral issues. Issues that have a moral content
are those that involve the rights and/or welfare
of persons (and/or other sentient beings), the
character of the acting agent, the flourishing of



relationships and communities, and/or special
obligations that attach to special roles. Being
able to recognize such issues where they often
go unnoticed is crucial. In business ethics, seeing
that some rather standard behaviors are unjusti
fiably manipulative or even coercive is to be
aware of morally crucial dimensions of conven
tional, unreflective action or practice. An im
portant first project in engaging in practical
ethics, then, is a kind of consciousness raising
that enlivens one to the moral complexity of the
world in a number of domains.

2 Developing the moral imagination. Closely
connected to the task of developing skill in recog
nizing moral issues is the task of developing the
moral imagination. As elementary as it may seem,
we are often unaware that our attitudes toward (or
indifference to) what is morally acceptable issue
in actions or failures to act that can have serious
effects on the rights and well being of other indi
viduals as well as the various communities to
which we belong. Thus, for example, people
who are not enlivened to the fact that certain
public policies or institutional policies are op
pressive to women or members of certain minor
ities or persons generally, may support those
policies or miss opportunities to oppose those
policies. Such enlivening often requires nurtur
ing the capacity to imagine what it feels like to be a
person directly affected by a certain practice or
policy. To genuinely understand, say, the vulner
ability of workers in sweatshops, one must be able
imaginatively to assume the place of the worker,
who may be desperate for work, bored, confused
by complex machinery and terminology, feeling
displaced, and affected by any number of the
other daunting features of work. Similarly,
being able to imagine what itis like to be an elderly
person on a fixed income might lead one to see
how problematic it is that pharmaceutical com
panies spend more money on marketing than on
research and development, and that those
marketing costs get carried over to one of the
most vulnerable segments of the community —
the elderly who are ill. Developing moral imagin
ation is closely related to the skill of recognizing
moral problems, since in using a well developed
moral imagination, we often see moral issues
where we had not noticed them before.
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3 Sharpening analytical/ critical skills. At least
two more tasks of practical ethics are con
nected to issues of moral relativism (see RELA
TIVISM, CULTURAL AND MORAL). Many of
us are extremely reluctant to call any action (or
practice) morally wrong. To be sure, calling
another person’s action morally wrong does
amount to a strong and important claim. And
establishing exact criteria for moral rightness
and wrongness has eluded philosophers for cen
turies. Aware of the hazards of moral evaluation,
we often do not want to “pass judgment” — we
want to be careful about condemning the
actions of other persons, the practices of other
societies, and practices in earlier stages of our
own society. We want to be tolerant of differ
ences, and this is a good thing. But when “‘toler
ance” becomes so extreme that we are left
morally resourceless, the virtue of tolerance
swells into its excess and everything becomes
permissible.

One of the goals of thoughtful engagement in
applied ethics is to help reveal that even though
moral questions are difficult, we can go a long
way before we need to say, “Well, we just dis
agree on our fundamental moral commitments.”
By honing analytical skills, we can come to see
that we share a large common moral ground that
can be defended on the basis of reasonable moral
principles, and that ground can provide us with
reasons for ruling out certain kinds of actions
and practices as morally unacceptable. This is
not to suggest, of course, that all morally aware,
imaginative, and reasonable persons will always
agree on how morally dilemmic cases and issues
are to be decided. But it is to suggest that careful
reflection on what might initially seem to be an
utterly unresolvable case or issue will often at
least reveal that some potential resolutions are
not consistent with moral principles to which
disputants are committed, or that what was ini
tially thought to be a case or issue requiring some
substantive resolution might be given a proced
ural resolution. For example, in some cases care
ful reflection might reveal that the question to be
resolved is not what should be done, but rather
who should decide what should be done. Thus,
sharpening analytical skills can help to rule
out certain potential resolutions that might ini
tially seem acceptable, and can help with the
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engendering and consideration of potential reso
lutions that were not initially apparent.

4 Sorting our disagreements. Hard moral ques

tions are hard because they tend to leave residues
of disagreement among even the most sensitive
and astute moral agents. No matter how refined
one’s analytical skills become, such residues will
tend to remain. It is here that tolerance in ethics
has its proper place. Among the chief tasks in
practical ethics is the twofold task of learning not
only to put oneself in the position of others, but
learning to put oneself in the position of otkers.
That is, part of the task is to realize that there are
legitimately differing ways of ordering values
and that some differences in value judgment
are inevitable and acceptable. In many cases,
decisions to be made will need to be made col

lectively; and an important part of careful reflec

tion in practical ethics is to encourage others to
express their moral misgivings about proposed
resolutions to morally dilemmic cases and issues,
to sort out disagreements that are morally rea

sonable from those that are not, and to work
toward acceptable moral closure despite some
residual disagreement. Indeed, often decisions
will need to be made despite serious and morally
responsible disagreements.

5 Affecting decisions and behavior. 1f applied
ethics is worth doing and worth doing well, it is
precisely because doing applied ethics holds out
the promise of affecting individual behavior,
public policy, corporate practices, and so on, in
a morally positive way. Indeed, the main differ
ence between studying ethical theory and en
gaging in practical ethics lies in the practical
ethics goal of contributing directly and immedi
ately to behavior and policy creation that is
reflective, well reasoned, intellectually respon
sible, and morally sensitive.

IMPLEMENTATION: CLOSURE AND PROCESS

If we accept the goals sketched above as proper to
applied ethics, what kinds of problems might be
expected in pursuing them, and what might
be some strategies for avoiding these problems?
One problem has already been mentioned —
the problem of hasty relativism. Given the plur
alism of our society, the desire to be tolerant, and
the very real problems that intrapersonal and
intrasocietal disagreements about morality

raise, temptation to retreat into a relativism or
subjectivism where everything is permitted, or a
simple pragmatism — that is, a view that morality
is one thing, getting through life is another — is
pervasive. But such retreats make moral reflec
tion irrelevant, since they are really failures to
attempt to come to satisfactory moral closure in
the face of moral pluralism and moral compli
cations. A theory of retreat from morality cannot
possibly serve as an adequate moral theory. But
tolerance and taking pluralism seriously are cer
tainly consistent with responsible moral reflec
tion which works toward moral closure.
“Closure” is the resolution of a moral dilemma
or debate, a resolution that is supported by the
best reasons available and recognized by the
disputants as a morally responsible solution
that takes seriously the positions of those who
may still disagree. That is, when there is serious
moral disagreement, the task is to search for a
decision that everyone involved can “live with,”
even though not everyone might agree that the
solution is ideal. When coming to closure is
difficult, the reasons for failure to come to
closure can be explored. Is the remaining dis
agreement one that can be well defended? If not,
why not? If so, can anyone offer a solution that
avoids the problem(s) giving rise to the disagree
ment? If not, given that a decision must be made,
what can be done or decided to ensure that the
least morally problematic decision is made?
Pressing for closure by asking such questions
can help disputants to discover the moral ground
that they share and can lead to considerable
confidence in decisions made after responding
to such questions.

In the moral realm, we often labor under
conditions of uncertainty. This is the case
whether we are trying to make a hard moral
decision alone or with others. Because of the
intrinsic uncertainty that moral dilemmas in
volve, often the best that can be done is following
a decision procedure that is careful to take into
account the morally relevant considerations that
support deciding a case or issue in various
ways. Although we may never enjoy complete
certainty about the content of our decisions in
morally hard cases, we can enjoy confidence in
the procedures we use to make such decisions.
One helpful procedure involves the following
steps.



1 Set out the various possible resolutions of the
case. Be sure to tax your imagination. The
case may admit of more alternatives than are
initially obvious.

2 Set out the facts relevant to supporting each reso
lution you have identified. ~Generate as complete a
set of lists as possible of the facts (known, pos
sible, probable) that might be used to support
each of the options you have identified on how
the case might be resolved. Relevant facts might
include: someone will be or is likely to be harmed
(physically, emotionally, financially, in reputa
tion, etc.) if a certain resolution is chosen;
limited resources expended in one way could
be expended in another way, meeting some
(other) pressing need; some decision will inter
fere with the liberty of an individual; a proposed
resolution involves coercion, deception, ma
nipulation, breach of trust, keeping a promise,
breaking a promise, exploitation, unequal treat
ment, and so on.

3 Set out the moral principles that underpin the
selection of the facts on your lists. That is, each
fact that you identify as supportive of a possible
resolution will be relevant because of some
underlying moral principle. Articulate these
principles clearly. Relevant principles might in
clude: Prevent harm; Do good; Be fair; Be loyal;
Keep your promises; Do not inflict harm on
other persons/sentient beings; Maintain integ
rity; Be candid; Live up to the requirements of
your office or role; It is permissible to protect
one’s own interests; Respect the liberty/auton
omy of persons; Contribute to the flourishing of
relationships within this community or that one;
and so on. Combining these principles with the
relevant facts you have selected provides moral
arguments for the possible resolutions you have
identified.

So, for example, an argument from your lists
for some option (call it “Option A”’) might look
like this:

Premise 1, Principle: Keep promises.

Premise 2, Fact: Doing X, which will be done if
Option A is selected, involves keeping a promise.
Conclusion: Choose Option A.

4 Reflect on the options you have identified on your
lists.  Ask yourself (again) if you have included
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all potentially acceptable options; and if your
lists of facts, and the principles that lead you to
select those facts as supportive of the options
you’ve identified, include all the plausible argu
ments for each of the alternatives you have iden
tified. Are the lists of facts and principles
supporting the view you are inclined to take,
longer than your other lists? If so, be sure that
you have been as thorough as possible in laying
out the facts and principles supportive of the
resolutions that differ from the one you are in
clined to favor.

5 Make and articulate your decision.  After care
ful consideration of the options you have identi
fied and the arguments supporting each of those
options that you have identified, select the
option you think is the one that should be
chosen.

6 Justify your decision. Set out your positive
reasons for the decision you have made.
This will take you back to your lists. Make
explicit which considerations on your lists of
facts and principles you found the most com
pelling.

7 Anticipate and respond to the most serious potential
objection to your decision. Go back to the lists
supporting the option(s) other than the one you
have chosen. Use these lists to help you clarify
what you take to be the strongest potential ob

jection to your position or to your positive argu

ment for your decision. What is your reply to
that objection? Given your reply, is it reasonable
to believe that a proponent of that objection
could be brought to see the preferability of the
resolution you support?

8 Clarify the costs or downside of your deci
sion.  Go back to your lists a final time and use
them to help you articulate what you take to be
the most morally significant cost(s) of your deci
sion. (This may be related to what you take to be
the strongest potential objection to your deci
sion.)

A procedure incorporating such steps goes a
long way toward fulfilling the goals that are
suggested here as proper to engagement in prac
tical ethics, which is direct engagement with
the hard moral questions that inevitably chal
lenge us all in the lived world of moral responsi
bility.
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auditing, ethical issues in
Mark E. Haskins

At its most fundamental level, the objective of an
external financial statement audit is to render an
independent, professional opinion regarding the
fairness (or lack thereof) of a set of financial
statements in depicting a company’s financial
condition, results of operations, and cash flows.
Such an opinion is based on an auditor’s accu

mulated evidence pertinent to the company’s
financial assertions and the auditor’s informed
evaluation of that evidence. In the United States,
and in most other industrialized countries, the
company audited is the buyer of the audit. That
is to say, the company (technically, in the US it is
now the audit committee of a company’s board
of directors) hires, pays the fees of, expects value
from, and evaluates the auditor. The audit of a
publicly traded company is usually mandated by
securities regulators or stock exchanges for the
benefit of the investing public, not the company
being audited. Thus, a fundamental tension
exists as to this three part relationship: the au

ditor has both a fiduciary responsibility to the
investing public that desires full and fair com
pany disclosures, and a cost efficient responsi
bility to the engagement client that desires
value added audits. Given the headline making
audit fiascos occurring at the dawn of the
twenty first century involving Enron, World
Com (now MCI), Tyco, Xerox, HealthSouth,
and others, the US federal government has re
sponded in an assertive manner to help restore
public confidence in audits. With the 2002 pas
sage of the Sarbanes Oxley Act and the 2003
creation of the Public Companies Accounting
Oversight Board (PCAOB), it is clear that:
(1) the pendulum of auditor orientation will
swing back toward the investing public’s needs
and, (2) depending on the audit guidelines issued
by the PCAOB, the actual conduct of audits is
likely to change.

Embedded in this fundamental tension are
two additional phenomena, each generating add
itional ethical issues. First, at the engagement
client level, auditors have historically attempted
to redirect a client’s value added expectations
(i.e., the desire for advice and ideas that extend
beyond an auditor’s mere rendering of an audit
opinion) to the audit firm’s consulting divisions
(this is often referred to as the cross selling of
services — a practice legislatively restricted of late
but not eliminated). As a byproduct of the audit,
auditors frequently do offer company manage
ment a number of recommendations for how the
auditee might improve various aspects of their
financial reporting and control systems. There is
an ongoing debate as to whether auditors are
truly independent if they or their firms are also
providing client management with recommen
dations for, and assistance in, implementing any
number and type of improved business pro
cesses. Indeed, an auditor’s opinion regarding
the fairness of a client’s financial statements is
valuable, in large measure, because the auditor is
perceived to be an independent, objective party
qualified to render such an opinion. It is the
perception of independence, as well as inde
pendence in fact, that is critical to the viability
of the audit.

The second phenomenon occurs at the audit
profession level. It is important to note that
while a set of financial statements involves the
adherence to many accounting guidelines, some



of which are very prescriptive, they are also
replete with many financial figures that are the
result of management estimations and judg
ments. The performance of an audit and the
evaluation of audit evidence entails a similar
dual phenomenon for the auditors — i.e., adher
ence to professional guidelines and the constant
exercising of professional judgment. In this con
text two pervasive ethical issues exist.

One of these has to do with what is known as
“opinion shopping” by clients. There are times
when a company’s management judges as ac
ceptable and preferable a certain accounting
treatment for a significant transaction in a way
different from their auditor’s judgment. Such
differences of opinion may not be reconcilable,
and client management may dismiss the current
auditor and embark on a search for a new auditor
who will agree with management’s judgment.
(A minimal control mechanism in this regard
applicable to publicly held companies is that
companies must file an 8—K statement with the
Securities and Exchange Commission (SEC),
spelling out the reasons for an auditor’s dis
missal. Many of these 8—Ks, however, are not
very detailed or informative.) Clearly, at one
level, if the original auditor was exercising ex
treme care and competency in his/her concern
for fairness of the financial statements, all other
similarly professional auditors should come to
the same conclusion. For any number of reasons
(e.g., propensity for risk taking or competitive
pressures), however, the reality is that company
management may find an auditor who accepts
their judgment, with or without any modifica
tion. Thus, both the current auditor and any
prospective auditor are faced with a possible
moral dilemma of doing what is right (i.e.,
insisting on a certain accounting treatment) and
losing an audit client versus justifying what is
perhaps not totally right or preferable and keep
ing/gaining a client.

The second ethical issue at the level of the
audit profession’s tension between judgment
and guidelines has to do with auditor liability.
Corporate managements and astute observers of
business agree that reports on financial condition
and performance are by nature relative and im
precise, not absolute and exact. Thus, an auditor
must exercise judgment in rendering an audit
opinion. Audit opinions are not the mechanical
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result of a series of precisely specified formulae
and tasks. It is a fact, however, that auditors are
increasingly being sued, for huge sums of
money, on matters related to their exercising of
professional judgment. As auditors face an in
creasing number of lawsuits, from a public seek
ing audit assurances that look more and more
like guarantees of a company’s reported financial
results rather than opinions as to their fairness,
auditors are quite naturally interested in the safe
harbors of more authoritative guidance on audit
procedures and accounting rules for a myriad of
business transactions. The conundrum is that
more authoritative guidance generally means
less need for the exercising of professional judg
ment, which many view as at the heart of the
value of a professional audit. Auditors do not
audit merely to serve the public need — they
audit with the need to do so at a profitable
level. Lawsuit costs are a substantial cost of the
audit business. There may be a not too distant
future in which professional, well intentioned
auditors cannot profitably conduct judgment
laden audits that satisfy an increasing public
demand for assurances.

An auditor faces several ethical tensions at
several levels. At the economy level, there is
the issue of who is the real versus de facto client
(i-e., the company being audited or the investing
public). At the engagement level, there is the
issue of auditor independence when the audit
firm provides an audit and also advises auditee
company management on ways to improve vari
ous business processes. At the audit profession
level, there are the judgment related issues of
(1) auditee opinion shopping and (2) legal liabil
ity costs.
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auditor client relationships
Mary Beth Armstrong

Auditors play a significant role in a free market
economy. They lend credibility to published
financial information, thereby enabling investors
to more efficiently make investing choices and
enhance society’s ability to optimize its alloca
tion of scarce financial resources. Most models
of professional—client relationships include two
actors, the professional and the client (see Faber,
2003). In contrast, the model of auditors’ role in
society includes three actors: the auditor, the
auditee (business entity), and the investing
public. Who is the client in such a model?

Historically, auditors have understood they
had a responsibility to the investing public to
perform their services with independence, integ
rity, and objectivity. Nevertheless, the business
entity’s management hired them, paid them, and
negotiated their fees. Auditors understood that
the client was the corporation’s management.
Hence the model contained an inherent conflict
of interest. The accounting profession has trad
itionally attempted to manage the conflict by
emphasizing the requirements of their code of
professional conduct to act with integrity and
objectivity while maintaining independence in
fact and in appearance. Independence can be
conceptualized as the “golden mean” between
the extremes of a mutuality of interests with the
client and a conflict of interests between auditor
and client.

In 1994 an Advisory Panel to the profession’s
Public Oversight Board issued a report suggest
ing that the boards of directors of public com
panies should be considered the client, not
management. “Boards,” they said, “particularly
independent directors, and auditors are, or
should be, natural allies in protecting share
holder interests.” After all, boards are elected

by the shareholders and serve as their represen
tatives. During the remainder of the 1990s the
Securities and Exchange Commission and others
proposed various measures to strengthen boards
of directors and audit committees of boards.

It took a watershed event, the financial fraud
scandals of the turn of the century (Enron,
WorldCom, Adelphia, and others) and the re
sultant legislation (Sarbanes Oxley Act of 2002),
to actually bring about a shift in power and
responsibilities to boards of directors. Today, if
you ask an auditor who the client is, she will not
hesitate to point to the audit committee of the
board. Now the audit committee hires, fires, and
sets the compensation of the auditor.

However, a shift in mentality concerning who
is the client has not eliminated all conflicts of
interest. Management often hires the auditing
firm to perform tax or consulting engagements
for the company. In those cases, management is
the client. The Sarbanes Oxley Act requires
that boards of directors approve instances
where auditors perform consulting for the audi
tee company, but the fact remains that in some
situations the audit firm has two clients: man
agement (for consulting and tax work) and the
board of directors (for the actual audit). If
the interests of management and the board are
in conflict, the auditing firm is caught in that
conflict.

Bibliography

Advisory Panel on Auditor Independence (1994).
Strengthening the Professionalism of the Independent Au
ditor. Report by the Oversight Board of the SEC Prac-
tice Section, American Institute of Certified Public
Accountants, September 13 (“Kirk Panel Report”).
Stamford, CT.

Faber, P. (2003). Client and professional. In J. R. Rowan
and S. Zinaich, Jr. (eds.), Ethics for the Professions.
Belmont, CA: Wadsworth, 125 34.

Australia, business ethics in
Michael W. Small
ETHics 1N BUSINESS — SOME EXAMPLES

“Business Ethics as an academic discipline is
relatively new in Australia.” So began the article



about Australia in the first edition of this book
(1997). Since that time, the print media and TV
stations have been publishing reports, in a seem
ingly never ending stream, about people in the
business world who have gained notoriety by
their excesses in business. The article for this
second edition is a narrative, which identifies
some of the cases and individuals in the business
world who have been so publicized. The amount
of information, therefore, which is now available
for inclusion and subsequent analysis into busi
ness ethics courses is considerable. Yet it seems
that business schools, with perhaps one or two
exceptions, have not taken up the challenge to
develop programs to help counteract the on
going breakdown of morally correct behavior in
business. This is despite the expressions of con
cern that business schools should take a lead and
develop core (i.e., compulsory) programs in this
area.

Business ethics is taught in most universities,
but as stated in the first edition, it is still not a
mainstream subject in the majority of business
schools. However, in a news report (August
2003), one business school, Mt. Eliza, an
nounced that ethics would be a core component
of its MBA program. With the publicity gener
ated by unethical and criminal activities of busi
ness identities it might have been expected that
more business schools would have responded
and developed appropriate course material to
counter some of these excesses. The Australian
and Securities Investments Commission’s
(ASIC) Annual Report for 2001-2, entitled
Tackling Ethics and Governance, summarized
some of its activities. To illustrate, nine
teen criminals were jailed for terms totalling
seventy four years; eleven dishonest company
officers and eight others who cheated investors
were jailed for periods varying from ten years to
sixteen months.

Business schools at the present time are not
receiving good press coverage. Reports about
poor financial performance have appeared,
which identify three leading business schools
which failed to put ‘“‘theory into practice.”
Losses of $A8.4 million, $A2.3 million, and
$A1.1 million have been reported. In another
media report, one business school was stated to
have relocated the portrait of one of their bene
factors from a prominent position to a less obvi
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ous spot. The benefactor, who at one time had
described himself as the “beer and jam king of
Australia,” was banned for four years, commen
cing on July 28, 2003, from managing a corpor
ation, had to pay compensation of $A1.428
million, had to pay pecuniary penalties of
$A15,000, and pay ASIC’s taxed costs.

In academia, articles are appearing in quality
journals and texts are being produced by Austra
lian academics. Conferences in Australia now
include tracks for “business ethics and social
responsibility.” For example, the International
Society of Business, Economics and Ethics
(ISBEE), in association with ARC Special Re
search Centre for Applied Philosophy and
Public Ethics (CAPPE), and the University of
Melbourne, planned a World Congress in Mel
bourne for July 2004. Areas to be addressed
included “freedoms and responsibilities; ethics,
leadership and corporate governance in a global
economy.” Business periodicals and business
newspapers give the impression that an ethical
approach in business is becoming more
common, but so far this is unwarranted. For
example, in an advertisement (which appeared
regularly) in one financial newspaper it was
stated that the staff of a financial investment
firm acted with “‘integrity, competence, dignity
and in an ethical manner.” The advertisement
included the comment that the firm’s invest
ment professionals worldwide had been tested
extensively on ethics, and that every year they
reaffirmed their continuing commitment to their
code of ethics. “Ethics come first” was the head
line (May 2003) in another report on the ap
pointment of the new chairman of the
Australian Competition and Consumer Com
mission (ACCC). The newly appointed chair
man stated that the role of the ACCC was to
enforce the Trade Practices Act and he would
continue the work of the retiring chairman. In
another item, directors were told to “‘get per
sonal over ethics.” This item advised large in
vestors in public companies to get to know the
directors personally, so they could assess their
honesty and integrity.

There are, however, encouraging signs of
change. For example, there is the active pursuit
of corporate criminals by ASIC, ISBEE’s deci
sion to hold a world congress in Melbourne,
and a project being developed by Macquarie
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Graduate School of Management (MGSM) and
Reputation Measurement (Reputex) — all point
to promoting a change in business culture. The
project is described as “ground breaking and a
response to meet the growing demand for major
corporations to operate in a more socially re

sponsible manner.” “Ethical and unethical prac

tices of Australia’s top one hundred companies
are being investigated, and will be revealed in a
new community based company rating system.”
One hundred companies will be rated according
to their behavior in four areas: environmental
impact, governance (including payments to ex

ecutives), social impact, and workplace prac

tices. Research in the four areas will be carried
out with the assistance of special interest groups.
For example, in respect to environmental
impact, the expertise of the Environmental Pro

tection Authority (EPA) Victoria, the Wilder

ness Society, and Greenpeace will be utilized. In
respect to corporate governance, the expertise of
the University of Melbourne’s CAPPE, the In

stitute of Chartered Accountants, and the Secur

ities Institute of Australia will be utilized. In
respect to social impact, the expertise of the
Australian Council of Social Services, the Con

sumers’ Federation of Australia, and the Austra

lia Business Arts Foundation will be utilized.
Finally, in respect to workplace practices, the
expertise of the Australian Institute of Manage

ment (AIM), the Australian Council of Trade
Unions (ACTU), and Employers First will be
utilized. MGSM will analyse the results and
trends. The purpose of the exercise is to expose
companies which are identified as socially irre

sponsible.

To illustrate the changes in the business ethics
culture that are now occurring, be they ever so
minimal, Australian Ethical Investments and
banks such as Bankers Trust, Rothschilds, and
Westpac (which offers funds with a socially re
sponsible ethos, but they can invest in gaming
stocks) have set up ethical funds management
divisions. The amount invested in ethical funds
in Australia is growing, and was estimated in
June 2003 to be $A14 billion. Reports suggest,
however, that poor performance and stock selec
tion have led to a decrease in socially responsible
investment. Screening eliminates companies in
volved in gambling, animal testing, weapons
manufacturing, nuclear power, and alcohol. By

comparison, the amount invested in ethical
funds in the United States is estimated to be
$US2 trillion.

It might be assumed, therefore, that an ethical
approach to business and administration is now
the norm, and is having a positive effect on
contemporary business practice. However, the
reality is that there is still an absence of an ethical
culture in many business organizations. This is
illustrated by regular reports in the media of
criminal business practices and the annual
reports of agencies such as ASIC. The outgoing
chairman of the ACCC in a farewell speech had
some harsh words to say about business. Under
the banner headline “farewell blitz on business”
the chairman focused on big business, retailers,
brick companies, hoteliers, and surgeons. The
retiring chairman, soon to take up an academic
post, called for tougher laws to make it easier
for the ACCC to prosecute big business.
Examples included money laundering (complete
with diagrams showing where the millions
went), manipulating the market on three con
secutive days, and an HIH Insurance director
being charged with making false statements.
A similar charge against a Sydney based stock
broker was brought on by ASIC. This case in
volved manipulating the market in respect to
mining shares.

Other examples such as bribery, forgery, con
spiracy, and obtaining benefits by deception
have been reported. Accounts of ‘“unethical and
socially irresponsible business practices” which
contributed in part to the collapse of companies
such as HIH Insurance (and Pacific Eagle
Equities), One.Tel, Harris Scarfe, and Ansett
(airline) were also in the news. In respect to
Harris Scarfe, the former chief financial officer
was jailed for six years for falsifying company
accounts. HTH was an insurance company which
collapsed in 2001 with debts of about $A5.3
billion. Two directors were banned from holding
office, fined, and made liable for compensation.
By the time these inquiries will have been com
pleted, the Commonwealth will have spent a
total of $A82 million in the most expensive
court case of this type undertaken by the gov
ernment. The repercussions (social, personal,
and political) of this collapse will be felt for
many years. In respect to the investigations
into the collapse of HIH Insurance, an area of



concern which was raised at the Royal Commis
sion into HIH was the subject of directors’
duties. These were reported to have included a
wide range of conduct that covered the majority
of the suspected criminality that was under in
vestigation. Some of Counsel Assisting’s com
ments were relevant. For example, comments in
reference to the founder and CEO of HIH In
surance were: ‘“‘conduct might have been grossly
improper, involved in undesirable corporate
governance and might not have met professional
standards.” Comments referring to the second
major partner in this collapse were: “might have
acted dishonestly on numerous occasions and
might have failed to discharge his duties.” The
third major figure’s conduct was described as:
“might have been grossly dishonest over a long
period.”

As a direct consequence of the HIH Royal
Commission, two former senior executives of
FAI Insurance were charged with providing
false and misleading information, and with
using their positions to the detriment of the com
pany. These charges could result in two year jail
sentences. In respect to the case of the failed
telecom One.Tel, the former directors face the
possibility of paying their own substantial defense
costs in a civil claim brought about by ASIC. One
director was banned from being a director, or
otherwise being involved in the management of
any corporation for ten years, was liable to pay
compensation of $A92 million to One.Tel and
agreed to pay ASIC’s costs of $A750,000. The
director agreed to this settlement without neces
sitating further costly proceedings, a decision
which the court viewed favorably.

In respect to insider trading, a prominent
news report stated: “top judge delivers business
a lashing.” The judge commented in August
2003: “big sections of the business community
were thumbing their noses at the law, and show
ing the sort of cavalier attitude that led to finan
cial crises. This approach to doing business was
to blame for financial scandals that erupted every
ten years and it was very tough to catch those
responsible.” The comments were made at the
trial of a businessman who was convicted of six
counts of insider trading. He was sentenced to a
suspended 18 month prison sentence and a fine
of $A20,000. The judge is reported to have
stated: “large sections of the business commu

Australia, business ethics in 39

nity seem to regard the Corporations Law as a
bundle of inconvenient pieces of paper which
should not be allowed to get in the way of what

ever they want to do.”

One case (June 2003) involved Australia’s
most experienced stockbroker and trader, who
contravened the insider provisions of the Cor
porations Act. The judge stated, inter alia: “in
sider trading was hard to detect and had the
capacity to undermine to a serious degree the
integrity of the market. There is a need to sound,
in effect, a clarion call to discourage illegal and
unethical behavior among company directors,
company officers, brokers, traders, advisors,
and those who have close connection through
merchant banking, to the stock market.” The
penalty for this particular instance of trading
with inside information in Qantas Airways
shares was nine months’ imprisonment, to be
served by way of periodic weekend detention,
and a fine of $A30,000. ASIC commented: “in
sider trading is a serious offense that undermines
the fairness and integrity of our stock market.
The fact that he made a relatively small profit
from the transaction does not alter its criminal
nature.”

In respect to unethical behavior in the work
force, reports occur at regular intervals about
abusive and intimidatory behavior by employers
and those in superordinate positions who are
“control freaks or bullies.”” One report suggested
this type of behavior contributed to corporate
collapses and affected the health of those sub
jected to it, leading to increased risk of heart
disease and stroke. In such situations it was to
be expected that temporary and less experienced
staff would be less likely to report flagrant
breaches of conduct involving ethical issues be
cause they would see themselves as vulnerable
and liable to lose their jobs. Reports about bully
ing and abusive behavior by those in superordin
ate positions were not confined to blue collar
and semi skilled workers. They also occurred
in organizations which one would assume to be
the least likely places for this type of behavior to
occur. The executive director of AIM stated that
a bad boss was someone who was ‘“‘unnecessarily
autocratic, non inclusive, and condescending.”

Whistleblowing has also received publicity.
The ACCC announced it would become
more involved in breaking up market rigging
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conspiracies by big business. Immunity from
prosecution would be given to the first member
of any cartel who blew the whistle and who
cooperated with the ACCC. Whistleblowing
was a subject for discussion in respect to Royal
Commissions into the activities of the different
state police services. In one Royal Commission —
“into whether there has been any corrupt or
criminal conduct by police officers” — police
officers were encouraged to roll over and give
evidence against former colleagues. One state
police service, in an attempt to address alleged
corruption and lack of integrity in its service,
now includes sections on “integrity,” ‘“‘corrup
tion,” and ‘‘strategies to counter unethical prac
tices” in its officer development courses. The
same service intends to produce a plan promot
ing “‘corruption prevention strategies.” These
can be summarized as follows: (1) universal
interventions targeted at an entire police service
and which are intended to produce a positive
police culture; (2) selective interventions de
scribed as activities targeted at high risk groups;
(3) indicated interventions described as activities
highly targeted and which frequently involve
corruption identification at individual and work
place level.

In another case, known locally as “Western
Australia, Inc.,” which involved some well
known business figures, one of the major players
was apprehended in June 2003 in Poland, where
he had been living for seven years in an attempt
to avoid extradition. Now described as a “busi
ness consultant,” he was returned to Australia to
face fifteen fraud charges in relation to the $A12
million collapse of another major business. This
story revolves around an individual who had
built up a huge business empire and had estab
lished himself as a major figure in the world of
international business and finance. Some of his
activities —such as winning the America’s Cup in
1986 — made him a local folk hero. He had
undertaken land deals, acquired a brewery, and
operated an airship advertising his business. He
developed a taste for valuable French and early
Australian paintings. He acquired property in
London and a complete English village. The
activity which caused authorities in Australia
most frustration was his skill in hiding billions
in family trusts and bank accounts around the
world, with most of it hidden in Switzerland. In

an amazing turn of events, he was described as
“richer, smarter and more determined than
most corporate criminals.” He tricked the
legal system by stalling the judicial processes
through questionable medical related condi
tions, thumbing his nose at the Australian
Federal Police and the investigators who were
trying to uncover his money trail. This was a
ploy to avoid paying what he owed to his credit
ors. At one stage he agreed to repay at the rate of
.000415293 cents in the dollar, or 4 cents for
every $A10,000 owed. It was a case, par excel
lence, of the meltdown of any pretense of ethical
and moral behavior in business. In addition to this
effrontery, an army of business and financial con
sultants, medical and legal practitioners, art fan
ciers, assorted wheelers, dealers and hangers on,
all offered advice and support. These people dis
played a lack of ethical and moral behavior in
their business practices. The extraordinary fea
ture of this episode was that there were so
many professional people (lawyers, doctors, etc.)
who were prepared to become involved in ques
tionable practices. The repercussions from this
period, and the breakdown of any sense of moral
responsibility by the participants, will be felt for a
long time. For a brief account of “Western Aus
tralia, Inc.” see ‘“‘Business Ethics in Australia” in
the first edition of this book.

It might be assumed that the events described
above would have prompted business schools
and others with a vested interest in business
education to take some preemptive steps in an
attempt to forestall such actions. However, busi
ness ethics as a subject in business schools’ cur
ricula is still sidelined, and not yet a mainstream
subject in business management programs. The
idea has been proffered that business schools
should raise the profile of courses in business
ethics and social responsibility by making them a
part of mainstream curricula. The subject
should also be taught more effectively. In the
meantime, professional bodies are stepping in
where the business schools have defaulted. For
example, one major accounting body offered a
symposium on corporate governance ‘“‘designed
to meet the challenges of today’s competitive
business environment.” The course addressed
topics such as the significance of ethics, making
ethics work, and principles of good corporate
governance. Police services, referred to earlier,



now include short courses in applied ethics in
their in service programs.

A news report in August 2003 stated: “top
companies sidestep governance guidelines.”
This referred to a survey by Chartered Secretar
ies Australia, which found that 55 percent of
respondents would not comply with some of
the Australian Stock Exchange’s corporate gov
ernance guidelines. The recommendation caus
ing most trouble was the one concerning the
number of independent directors on the board.
The occurrence of such items implying some
sort of unethical approach to business is ongoing
and constant. The onus therefore is on business
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schools across Australia to review and reconsider
their course offerings in the light of those busi
ness people and business organizations which
gain publicity for all the wrong reasons. The
best that can be said is that a small number of
university business schools are making a stand
against unethical and criminal corporate behav
ior by promoting business ethics courses within
their degree programs. Two — MGSM and Mt.
Eliza Business School — now include ethics in
their core programs. Incorporating a sense of
business ethics and corporate social responsibil
ity is a challenge which is only now being
addressed.



bankruptcy, ethical issues in
Paul E. Fiorelli

The philosophy behind bankruptcy laws was to
preserve assets for creditors, and allow debtors
to have a “fresh start.” This philosophy has
changed recently to include a new reason for
filing bankruptcy — use it as a business strategy
to improve your bargaining position in restruc
turing debt. Three of the largest examples of
bankruptcy filings with this newest philosophy
occurred in the 1980s: (1) Manville Corporation,
trying to deal with class action asbestos claims;
(2) A. H. Robbins, trying to deal with class
action Dalkon Shield claims; (3) Texaco, trying
to deal with a $10 billion judgment for Pennzoil.
One could argue that bankruptcy laws are
inherently improper because they do not pro
mote one’s moral obligation to satisfy one’s
debts. By their very nature, these laws seem to
allow individuals to avoid personal responsibil
ity. Irrespective of these challenges, a discharge
of debts in bankruptcy should allow a person to
escape oppressive debt and gain a second chance.
The ‘“fresh start” theory makes sense because
there is little to be gained from debtors who are
so burdened with bills that they have no hope of
repayment. Since we no longer have debtors’
prisons or sell people into slavery for failing to
pay their bills, insolvents should be allowed to
develop a payment plan which gives creditors
the maximum amount available, and discharge
the remainder. This way, debtors can use their
efforts to start new (more successful) ventures,
or develop better spending and saving habits.

BANKRUPTCY AS A PLANNING TooOL

The newest debate focuses on the use/abuse of
the bankruptcy laws to gain a strategic advantage
in business negotiations. This is not to suggest

that companies enter into the bankruptcy deci
sion lightly, nor that they do not pay a price.
Stockholders may suffer, management may lose
their jobs, and the company will incur substan
tial legal fees. Even with these negatives, it may
still be the best business decision to enter into
bankruptcy. The question becomes whether the
best business decision is the best ethical decision.

Bankruptcy filing used to carry the stigma of
financial ruin and failure. With its increased
usage and acceptance, bankruptcy is no longer
shameful. Since a company or individual does
not need to be insolvent to file bankruptcy, a
strategic filing (or the threat of one) may be
considered a savvy business decision. While the
Manville, A. H. Robbins, and Texaco filings
satisfied the letter of bankruptcy laws, one may
question whether they met its spirit. These com
panies gained substantial profits respectively
from (1) selling asbestos, (2) selling Dalkon
Shields, and (3) acquiring Getty, after it
(Getty) had agreed in principle to be acquired
by Pennzoil. In order to avoid or renegotiate
their burdensome liabilities, each company de
clared bankruptcy. This strategy gives the
debtor more time to deal with creditors. Stra
tegic filings may also give the debtor an unfair
advantage by allowing it to bargain with credit
ors within the bankruptcy system, a system that
typically favors compromise.

OTHER ETHICAL ISSUES

Two additional bankruptcy situations violating
both law and ethics are fraudulent conveyances
and preferential transfers. In a fraudulent con
veyance, debtors attempt to cheat their creditors
by selling assets — before filing for bankruptcy —
to family members at deeply discounted prices.
An example would be a president of a closely
held corporation selling a company car valued



at $15,000 to her daughter for $1,000, then
filing for bankruptcy. Due to this scheme, the
bankrupt estate has $14,000 less to pay its
creditors. To complete the cycle, after the
bankrupt’s remaining debts are discharged
in bankruptcy, the daughter who purchased the
car would transfer use back to the discharged
debtor.

Preferential transfers occur when a debtor
wants to treat some unsecured creditors better
than others. This desire is a clear violation of
bankruptcy laws, but insolvents may have hopes
of using their skills in similar businesses after the
bankruptcy proceedings. They may need the
goodwill of certain suppliers. These suppliers
may extort “preferential” treatment from the
debtor before they file for bankruptcy, by
threatening never to do business with them in
the future if their bills are not paid. These pre
ferred creditors do not care whether the other
unsecured creditors will receive less on their
claims. The law and ethics concur on how to
treat both fraudulent conveyances and preferen
tial transfers. Bankruptcy laws allow the Trustee
in Bankruptcy to invalidate both transactions
and collect full value into the bankrupt’s
estate for a ratable distribution to all unsecured
creditors.

CONCLUSION

Even if the Manville, A. H. Robbins, and Texaco
bankruptcy filings were both legal and ethical,
will the bankruptcy filings of the future be the
same? Will companies make short term profits
by cutting environmental costs, polluting the
environment, then declaring bankruptcy, leav
ing someone else to pay their bills? Will unscru
pulous business people enter into contracts they
know they cannot afford, with the expectation
that they can always declare bankruptcy and
receive more favorable terms? The original
intent was to allow bankruptcy laws to be used
as a “defensive shield” against oppressive debt.
The ethical question becomes whether its cur
rent application as an “offensive sword” frus
trates this intent.
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biodiversity
Andrea Larson

Biodiversity — a shorthand way of saying bio

logical diversity — is defined as the full variety of
life, from genes to species to ecosystems. It is the
cumulative total of plants and animals on the
planet. Scientists estimate anywhere between 5
and 30 million species with only about 1.5 mil

lion currently described (newly discovered life
on the ocean floor may raise the upper end of this
range). As a species we have dramatically
expanded our influence and reach worldwide.
Within a very short period of time — the last
decades of the twentieth century and the early
years of the twenty first — humans have
extended their control over life forms on the
planet. While public sector policies have their
role to play, the ascension of corporations to
historically new heights of influence over eco

nomic growth has focused greater attention on
their strategies and behavior with respect to bio

diversity. This reality, combined with our in

creasing knowledge of how biodiversity works,
what actions disrupt and degrade its functions,
and our self conscious capacities to change our
behavior, require elevated responsibility for cur

rent and future actions.

Accumulated knowledge of species diversity,
habitat destruction, earth systems functions, ex
tinctions, and economic globalization’s inter
actions with biological diversity is focusing
unprecedented multidisciplinary attention on
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the value of the vast mosaic of plants and animals
encompassed by the term biodiversity. Biodiver

sity comprises the plant and animal species vis

ible to the human eye and the microscopic
protist and invertebrate species on land and
water. The concept also includes the processes
of co evolution and interdependence of living
organisms within their ecological system con

texts of food supply and nutrient cycling pro

cesses. Biodiversity definitions are inextricably
linked to ecosystem services defined as flows of
resources, energy, and information from the bio

sphere that supports human activity. From this
perspective, counting distinct species as a way to
measure biodiversity loss seems a very conceptu

ally constrained exercise. Biodiversity in fact
provides regulation of atmosphere and climate,
purification and retention of fresh water, cre

ation and cyclical enrichment of soil, nutrient
recycling, detoxification of waste, and crop pol

lination. These system services support human
life and provide the commonly considered nat

ural services of a biodiverse planet, such as
timber, fuels, medicines, food, clothing, oils,
dyes, spices, etc. The more far reaching sys

temic and process understanding of biodiversity
needs to be maintained in the face of typically
narrower treatment of the concept in economic
discussions.

There is general agreement among natural
science experts that biodiversity decline and
species extinction is accelerating. These changes
are a function of extreme reduction and fragmen
tation of physical areas into biogeograph islands.
Species numbers decline and genetic variation is
reduced as land is appropriated for human needs.
Precise rates of and implications of biodiversity
reduction are difficult to calculate due to lack of
knowledge of species magnitude and the still
poorly understood effects of repeatedly remov
ing pieces of an interdependent co evolving
system of life support units and processes.

Yet humans must respond to the signals of
biodiversity at risk. The biophysical demands of
historically dramatic and unprecedented popu
lation growth requiring relatively staggering
volumes (compared with 50 years ago) of fuel,
raw materials for manufacturing, and food, are
increasing. World population has grown from
insignificant levels relative to the resource base
that supported it 100 years ago to estimates of

8-10 billion people in the next few generations.
The evidence grows that appropriation of land
and biodiversity resources to meet the economic
growth demands of a world society rapidly
adopting a Western growth model fundamen
tally challenges the system’s capacities.

The approach of the industrialized countries’
economic development model is to place a value
on biological diversity and then to determine the
choices and trade offs required between eco
nomic growth and biodiversity. Through this
lens, species are assigned value and certain
species are seen as having more value than others
as commodities, amenities, or as moral value.
Commodity value is determined by price in the
marketplace or indirect value as in biologically
produced chemicals that are copied in synthetic
production methods, for example, for medical
uses. Amenity value provides pleasure and trans
lates into economic market value as recreation
and eco travel. Moral value enters when people
are willing to pay to protect biodiversity for its
own sake because it has value in and of itself,
independent of human use, or if it serves as a
stimulus of inspiration for human value system
development (e.g., the existence of a species
which is catalytic for reflection on human larger
purposes and the search for meaning). Econo
mists, through cost benefit calculations, seek
quantitative answers to such value questions.
More recently, option value calculations try to
determine the present benefit of holding open the
opportunity or possibility for a species to serve
human needs in the future. If a species or insuffi
ciently understood biodiversity process may be
discovered to have value, how much is society
willing to pay to retain the option of having that
resource continue to be available through current
lifetimes or into future generations ?

The utilitarian value, or economic income
flow now or in the future, of biodiversity and
species effectively triggers certain levels of value
recognition. For example, the commodity value
of biodiversity resources in terms of medicines
accounts for approximately 40 percent of pre
scriptions at pharmacies in the United States: 25
percent of prescriptions come from plants, 13
percent from micro organisms, and 3 percent
from animals. In 1998 the US over the counter
value of drugs from plants was estimated at $20
billion, worldwide at $84 billion. This argument



is used to support tropical ecosystem preserva

tion. In 1997 a team of economists and environ

mental scientists estimated world ecosystem
services value at $33 trillion, or double the global
GNP. The biodiversity that enables those ser

vices to function properly in support of human
objectives is increasingly viewed as having clear
market value.

Regardless of motivations, preserving bio
diversity in service of short term and long term
human prosperity and health seems a worth
while goal. And while commodification of bio
diversity may sound distasteful, failure to assess
and assign currency value to increasingly scarce
or pivotally critical biodiversity resources creates
significant problems in a global society increas
ingly, not less, focused on economic returns.
The current practice of little or no acknowledg
ment of biodiversity value places insufficient or
even zero economic value on biodiversity re
sources, leaving them open to unfettered deg
radation. Accounting for this destruction may
come later at a high cost.

The problems with placing economic value on
biodiversity resources in the same way that
human made products and services are valued
are several. First, the process encourages deci
sions that cannot be reversed. Calculations today
may be found inaccurate in ten years’ time, yet
species cannot be brought back. Furthermore,
partial knowledge of biodiversity value forces
decisions with risky uncertainties. For example,
new knowledge of keystone species — the notion
that some species carry disproportional weight
in the maintenance of life process webs — and
rapidly evolving understanding of co evolution
(each species depending on a complex of inter
related other species and intricate processes) —
complicate efforts to apply simple economic
trade off calculations.

The limits to human understanding and what
appears appropriate humility in the face of such
limits suggest the questions being asked may not
be the right ones. Questions such as what is the
value of biodiversity, and how do we place an
economic value on an endangered species, lead
us only to more conflicts. This path of trad
itional economic reasoning could well lead us to
destroy biodiversity as perceived cheaper substi
tutes are found. This economic logic brings bio
diversity resources conceptually within the

biotechnology 45

economy as a subset of human activity, a ques
tionable intellectual leap given human depend
ency on the life support functions provided by
biodiversity resources. The question is how to
simultaneously hold in human minds the dom
inant industrial development economic model
and the reality of biodiversity destruction. Can
it be done, and if it cannot, what alternative
vision of the future will reconcile the collision
between business and biodiversity?

In the end we come back to questions not of
economic valuation but of how we view our
selves within the biosphere and what options
we might forge in the face of our rapidly evolving
understanding of human impacts on natural
systems. How can prosperity be shaped to re
inforce rather than degrade the integrity of bio
diversity elements, systems, and processes?
Ultimately, the decision on how to proceed is a
moral one that flows from what we value, which
in turn reflects the image we want of ourselves in
our own lives and for our descendants. Ways
around the conundrums raised by biodiversity
and economic growth can be fashioned only by
understanding the mental models and moral
reasoning that placed humans in this position
in the first place. From there, a different future
can be forged.
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biotechnology
Fohn McVea
WHAT ARE BIOTECHNOLOGY ETHICS?

The ethics of biotechnology (biotech) is an
emergent field of applied ethics which has a
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number of overlaps with the fields of biomed
ical ethics, professional medical ethics, and bus
iness ethics. While biotech ethics addresses
distinctive and important questions, the sub
ject has probably gained most attention in
recent years because of the extraordinary rate
of scientific progress of the underlying science
itself, and because of the related ability to ‘“‘hit
the headlines” with claims of our newly ac
quired ability to control and manipulate nature.
Important issues addressed by the field at the
time of writing involve genetics, including
the privacy of genetic information and gene
therapy as well as genetically modified plants
and animals; research involving human partici
pants; cloning; stem cell research; and the stor
age, manipulation, and ownership of genetic
data.

THE EMERGENT FIELD OF BIOTECHNOLOGY
ETHICS

The ethics surrounding biotechnology have
emerged at the intersection of the fields of bio
medical ethics, professional medical ethics, and
business ethics. Therefore, it is worthwhile to
briefly outline the dominant approaches within
these spheres. These fields have traditionally
drawn on different texts and foundations to ad
dress the distinctive ethical challenges within
each discipline. The most influential approach
to biomedical ethics has been the “principlism”
developed by Beauchamp and Childress (2001);
however, this approach has been subjected to
vigorous criticism over the last decade or so.
Professional medical ethics has traditionally
leaned heavily on the ethics of the professions,
emphasizing conflicts of interest and profes
sional—client relationships (Davis and Stark,
2001; Emmanuel and Steiner, 1995; Korn,
2000). Finally, business ethics has failed to
cohere around a single dominant approach.
This has resulted in a number of competing
strands based on deontological approaches
(Bowie, 1999; Donaldson and Dunfee, 1999),
consequentialist approaches (Singer, 1993), and
virtue approaches (Solomon, 1993; Hartman,
1996)

Because of the range of competing ap
proaches, and because of the high public profile
raised by ethical biotechnology issues, there is
considerable debate over how to address these

new and difficult questions and over the appro
priateness of existing ethical frameworks.

THE HISTORY OF THE BIOTECHNOLOGY
INDUSTRY

While much of the impetus for the interest in
biotechnology ethics comes from recent techno

logical innovations, biotechnology has been har

nessed for our benefit for thousands of years.
The US government has defined biotechnology
as “any technique that uses living organisms (or
parts of living organisms) to make or modify
products, to improve plants and animals, or to
develop micro organisms for specific uses.”
Thus, biotechnology is a broad family of tech

nologies and sciences, including some that have
been around for millennia, and some for hun

dreds of years (for example, selective breeding of
plants and animals; wine, beer, cheese, and bread
manufacture; septic waste treatment; vaccin

ation). Nevertheless, despite the long history of
biotechnological innovation in food/ agriculture
production, medicine, and environmental sci

ence, it is the technological innovations that
have occurred since the 1970s that have created
most of the concerns that have stimulated the
recent interest in biotechnology ethics. These
breakthroughs include the manipulation of re

combinant DNA; the ability to transfer genes
from one organism to another; the ability to
fuse cells to create monoclonal antibodies; gen

etic engineering of cells to “manufacture’ scarce
materials; the decoding and manipulation of
genetic structures; and the automation and com

puterization of genetic analysis. Thus, the chal

lenges and opportunities faced by the
biotechnology industry today were barely im

aginable only twenty years ago.

CURRENT AREAS OF CONTROVERSY

Gene therapy. Research in this area has focused
on severe and life threatening diseases. This
work has raised a number of difficult ethical
issues, such as procedures for the selection of
human subjects for protocols; access to un
proven treatments by patients with advanced
symptoms; the appropriate balance of caution
and urgency in regulatory approval of protocols;
sharing of experimental safety data versus pa
tient confidentiality; protection of commercial
secrecy.



Privacy and genetic discrimination. Genetic med
ical information greatly complicates the trad
itional issue of medical privacy because the
creation of personal genetic information can
have distinct implications for others, and be
cause some such information might have power
ful scientific or societal value. Individual genetic
testing may inevitably constitute testing by
proxy for others who share the same bloodline
and who may have not given their consent. Fur
thermore, tests are commonly available for gen
etic disorders before treatments for the
underlying disorder have been developed.
Thus, the individual “right to know” can come
into conflict with the professional duty of care.
Additionally, concerns have been raised with
regard to the possibility of genetic discrimin
ation; whether in the workplace — where employ
ers might attempt to screen for certain
characteristics — or in insurance markets —
where insurers might refuse coverage to individ
uals with particular genetic profiles.

Stem cells. 'This controversy demonstrates one
of the characteristic difficulties of the ethics of
biotechnology. The debate around the use of
stem cells is fraught with change even at the
time of writing. Scientific knowledge and tech

niques change within a matter of months, with
definitions, capabilities, and scientific facts and
beliefs in permanent transition. Stem cells are
undifferentiated cells which have the ability to
transform themselves into any cell in the human
body, and they can also reproduce themselves.
Researchers believe that these cells hold the key
to breakthrough treatments for diseases from
cancer to aging. However, the research currently
involves both embryonic stem cells, which are
separated from the blastocysts that will eventu

ally form an embryo, and other types of stem
cells that may be derived from non embryonic
cells, such as fat cells. Some groups have raised
concerns about the ethics of the experimenta

tion, harvesting, and manipulating of “pre em

bryonic cells.” In August 2001 the US
government amended its policy on human em

bryonic stem cells. This decision resulted in a
partial lifting of the federal funding restrictions
on embryonic stem cell research. However,
under this policy research programs were re

stricted to using only embryonic stem cell lines
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that had been created before the date of an

nouncement. Thus, the creation of new lines of
stem cells would not be supported. Privately
funded research was unaffected.

Cloning. Much of the debate around cloning
revolves around the fear of the development of
human reproductive cloning. The National Bio
ethics Advisory Commission (USA) has stated it
has “‘grave moral, ethical, and safety concerns”
over such practices. There is currently a volun
tary moratorium on human reproductive cloning
in the USA. However, ethical concerns still arise
over the possibility of such research being
carried out outside of government regulation.
Furthermore, there are numerous alternative
techniques — sometimes referred to as “non
reproductive cloning” — through which many
researchers hope to pursue medical break
throughs. There is currently much debate
about which of these techniques should be re
ferred to as cloning, and over which ethical
guidelines should apply to which techniques.
(See the 2002 report of the US President’s
Council on Bioethics on cloning for research,
the successor to NBAC.)

Food and agriculture.  Some of the greatest ad

vances in biotechnology have been in the genetic
modification of the plants and animals that con

stitute the food production business. There has
been a distinctive difference in ethical response
to these breakthroughs between the USA and
Europe, with much of the rest of the world
currently under pressure to take sides. On the
one hand, the modified plants and animals offer
the potential to greatly increase both agricultural
yields and quality in a world where malnutrition
affects millions, and where others are demanding
more healthy foods. On the other hand, many
people worry about the scientists’ ability to fore

see the consequences and to control the genetic
changes once they have been made.

CHARACTERISTICS

The examples listed above illustrate some of the
distinctive characteristics and challenges of bio
technology ethics.

Creativity. Biotechnology is one of the most
dynamic and creative areas of scientific progress.
The creative and novel aspects of the process are
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ultimately responsible for both the economic
value of the work, and for the ethical intensity
of the situations. These types of products have
never before been created. These types of deci
sions have never before been taken. Under these
circumstances scientific progress can generate
what has been referred to as “an ethical time
lag” (Marshall, 1999). According to this view,
during periods of rapid technological progress
there is an inherent gap between the techno
logical advances and the development of ethical
guidelines that govern their use. Social and eth
ical consensus can take a great deal longer to
achieve than scientific consensus. Thus, tech
nology has a tendency to run ahead of the ethical
limits we wish to place on it. As a result, scien
tists and entrepreneurs must rely a great deal on
their own judgment and analysis when making
decisions that occur at the edges of scientific
capability — a problem greatly compounded by
the level of knowledge required to understand
the issues at stake.

Science/ business.  Biotechnology research occurs
at the intersection of the worlds of academic
science and business. Much of the original
breakthrough research has been carried out
within private and public research institutions
and universities. However, most of these ideas
have made their way to market through entre

preneurial firms that have raised a great deal of
private capital to finance the development of the
technology. These public/private, academic/
commercial characteristics influence a number
of ethical dimensions within biotechnology. For
example, the relationship between the scientific
norms of open publication and corporate se

crecy; the appropriate rewards and incentives
for scientific researchers; conflicts of interest;
ownership of intellectual property; the relation

ship between the scientific ethic and the entre

preneurial ethic.

Uncertainty/ newness.  The ever progressing na
ture of science within biotechnology, the uncer
tainty over unforeseen consequences, and the
fundamental nature of the implications of some
of these breakthroughs have led some to raise the
issue of the ethics of scientific progress itself. “In
areas of great uncertainty, how should we pro
ceed forward? Boldly? There are surely some
buccaneers in the world who would say let’s go

ahead and seize it. That’s part of human adven
ture. We can, on the other hand proceed ner
vously” (Callahan, 1996). The question of
placing ethical limits on scientific progress is
one on which public debate has barely begun.
Some have proposed that, where the stakes are
high, scientific progress should adopt a precau
tionary ethic (Gollier, Jullien, and Treich, 2000).
This would challenge the traditional approach to
scientific decision making of assembling a reli
able and complete set of facts before drawing
conclusions. A precautionary approach would,
in highly uncertain and potentially catastrophic
circumstances, encourage the drawing of conclu
sions and the taking of action in advance of what
is normally considered complete scientific
knowledge. However, others see the precaution
ary principle as a barrier to progress.

Emotions/ polirics. A fourth distinctive aspect of
biotechnology ethics is due to the way the issues
tend to impact us as individuals. Many of the
issues in biotechnology touch on some of our
more fundamental beliefs, for example repro

ductive issues, the definition of life, even the
meaning of humanness. As such these topics
often invoke a strong emotional response. This
has led some to observe that our positions on the
issues of biotechnology are based on our emo

tional experiences as much as on our personal
principles.

Many traditional ethical frameworks take
little account of emotional responses. Indeed,
the primacy of rationality over emotions is cen
tral to many mainstream approaches to ethics.
However, there are a number of important crit
ical responses and alternatives to the neglect of
the emotions within ethics, notably Aristotelian
virtue ethics (Aristotle, 1985; Nussbaum, 1986,
1990; Maclntyre, 1988) and the ethics of care.
More recently, others have proposed that an
ethical approach based on the ethical pragma
tism of John Dewey could contribute to the field
of biomedicine by taking fuller account of the
roles of imagination and community (McGee,

1999; Hester, 2001).

SUMMARY

The ethics of biotechnology is an emergent field.
While there are a number of influential ap
proaches that have been successfully used in



adjacent fields, there has yet to emerge a domin

ant paradigm or framework. Successful ap

proaches will have to deal with the challenges
of a field where the scientific “facts” are in
constant change, where the public will always
lag the field in expertise and knowledge, where
the potential for progress that enriches our lives
is immense, but where the risks of harm are
equally large, where there are tensions between
the traditional worlds of business and academia,
and where public debate is likely to remain pro

tracted and, at times, emotional.
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bluffing and deception
Thomas L. Carson

Deception can be defined as causing someone to
have false beliefs (or intentionally causing some
one to have false beliefs). To bluff in a negoti
ation is to attempt to deceive the other party
about one’s intentions or negotiating position.
Another kind of deception that is common in
both negotiations and sales is deception about
the features of the good or service being sold.

BLUFFING

It is generally contrary to one’s own self interest
to reveal one’s intentions while negotiating.
A seller who is negotiating with a potential cus
tomer usually has a minimum price below which
she is unwilling to sell. Generally, it would be
contrary to her own self interest for her to reveal
her minimum price, for, if she does, the buyer
will be unwilling to offer anything more than
that minimum. It can be to one’s advantage to
make false claims about one’s negotiating pos
ition (e.g., a seller stating a minimum acceptable
price that is higher than her actual minimum or a
buyer misstating the maximum price she is
willing to pay). Such claims can enable one to
reach a more favorable settlement than one
would have otherwise obtained. However, if (as
in most cases) the parties to the negotiation don’t
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know the negotiating position of the other
party, misstating one’s intentions in this way
risks losing an opportunity to reach a mutually
acceptable agreement. (One might state a
position unacceptable to the other party when,
in fact, one’s actual position is acceptable to
him.)

Is it morally wrong for negotiators to make
deliberate false claims about their intentions or
negotiating positions? For example, would it be
wrong for me to tell you that $90,000 is abso
lutely the lowest price that I will accept for my
house, when I know that I would be willing to
accept as little as $80,0007 Such statements
count as lies according to most dictionary defin
itions of lying; they are intentional false state
ments that are intended to deceive others.
However, Carr (1968) argues such statements
are not lies since people do not expect to be
told the truth about such matters in negotiations.
On Carr’s account, nothing said by a notoriously
dishonest person could constitute a lie, because
others do not expect her to speak truthfully. (See
Carson 1993 for a detailed discussion of the
question of whether bluffing constitutes lying.)

According to Carr, it is morally permissible
for people to misstate their intentions in negoti
ations, because ““it is normal business practice”
and is ‘“within the accepted rules of the business
game.” Carr claims that actions which conform
to normal and generally accepted business prac
tices are ipso facto morally permissible. This
principle seems highly implausible in light of
reflection on such things as slavery and child
labor, which were once normal and ‘“‘generally
accepted” business practices. Carson, Wokutch,
and Murrmann (1982) argue that the morality of
misstating one’s negotiating position depends on
the actions of the other parties to the negotiation:
there is a strong presumption against misstating
one’s negotiating position if the other party is
not misstating her position, but little presump
tion against doing this if the other person is
misstating her position. Carson (1993) develops
a “generalized principle of self defense.” This
principle implies that the moral presumption
against lying and deception does not hold when
one is dealing with people who are, themselves,
engaged in lying and deception and thereby
harming one.

DECEPTION ABOUT THE NATURE OF THE
ProbpuCTS BEING SOLD

In negotiations sellers often provide prospective
buyers information about the goods or services
being sold. What are the obligations of sellers in
such cases? This question is central to ethics of
sales. We need to distinguish between deception,
lying, withholding information, and concealing
information. Roughly, deception is causing
someone to have false beliefs. Lying arguably
requires the intent to deceive others, but lies
that don’t succeed in causing others to have
false beliefs are not instances of deception.
A further difference between lying and decep
tion is that, while all lies are false statements,
deceiving someone needn’t involve making false
statements; true statements can be deceptive and
some forms of deception don’t involve making
any statements. Withholding information does
not constitute deception. It is not a case of caus
ing someone to have false beliefs; it is merely a
case of failing to correct false beliefs or incom
plete information. On the other hand, actively
concealing information usually constitutes de
ception. Both negotiators and sales people
make factual representations about goods and
services they are selling. Deceptive statements
about what is being sold (whether or not they are
lies) raise serious ethical questions. There is, on
the face of it, a strong moral presumption against
such statements due to the harm they are likely
to cause potential buyers.

Discussions of the ethics of sales often focus
on the ethics of withholding information. The
legal doctrine of caveat emptor (“buyer beware”)
says that sellers are not obligated to inform pro
spective buyers about the properties of the goods
they sell. Buyers, themselves, are responsible for
determining the quality of the goods they pur
chase. Caveat emptor permits sellers to withhold
information about the things they sell, but it
doesn’t permit lying or (active) deception about
such matters. Many take this legal principle to be
an acceptable moral principle and hold that
sellers have no moral duty to provide buyers
with information about the goods they are sell
ing. David Holley argues caveat emptor is no
longer an acceptable standard. Given the com
plexity of many modern goods, it is impossible



for most people to judge their quality with any
accuracy. Holley claims that sales people are
obligated to reveal all information they would
want to know if they were considering buying
the product. This seems too strong; it implies
that a sales clerk in a store is obligated to inform
customers if he knows that the product they are
looking at can be purchased at a lower price
elsewhere.

See also advertising, ethics of; marketing, ethics of;
truthtelling
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bourgeois virtue
Deirdre N. McCloskey

The moral excellence of business people, such as
responsibility, honesty, prudence, and enter

prise. The bourgeois virtues are contrasted
with aristocratic virtues such as courage and
magnanimity, or with peasant virtues such as
faith and solidarity. Since the middle of the
nineteenth century most philosophers and nov

elists have rejected bourgeois virtue, seeing it as
a contradiction in terms, a disguise for the vice of
greed. The “ethics of the virtues,” an approach
as old as Aristotle but revived since the 1970s,
suggests another view: that any practice develops
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a set of virtues, and that a practice as widespread
as business is unlikely to thrive without them.
Bourgeois virtue reinvents an eighteenth cen
tury project, especially in Scotland, of develop
ing a vocabulary of virtue for a commercial
society.

The bourgeois virtues apparent in business
practice might include enterprise, adaptability,
imagination, optimism, integrity, prudence,
thrift, trustworthiness, humor, affection, self
possession, consideration, responsibility, solici
tude, decorum, patience, toleration, affability,
peaceability, civility, neighborliness, obliging
ness, reputability, dependability, and impartial
ity. The point of calling such virtues
“bourgeois” is to contrast them with non
business virtues, such as (physical) courage or
(spiritual) love. Bourgeois virtues are the towns
person’s virtues, as distinct from those of a mili
tary camp for the aristocracy or a commons for
the peasantry. Sometimes the distinction be
tween bourgeois and other virtues is mere verbal
shading. An aristocrat has wit, a peasant or
worker jocularity. A business person must have
humor. But the contrast can be more than
shading. Physical courage, shown by aristocrats
in war and sport, resembles bourgeois enter
prise. But to make the two into one virtue is to
encourage warfare in business, which has led
sometimes to shooting wars bad for business.
Trustworthiness is a business virtue, paralleled
in some ideals of a peasant or working class
community by a loving solidarity. But solidarity
has socialist outcomes, also bad for business.

The usual vocabulary of the virtues, persisting
to the present, tells only of a world of heroes or
laborers. Our moral talk overlooks the growing
world of management, negotiation, leadership,
persuasion, and other business. The eighteenth
century began to construct an ethical vocabulary
for merchants, especially in Scotland, and most
especially in the writings and teaching of Adam
Smith. As Michael Novak (1990) put it, “Smith
saw his own life’s work as moral teaching for the
‘new class’ of his era.” In a dedication to the
memory of Mr. William Crauford, a merchant
of Glasgow, Smith praised his “exact frugali
ty...downright probity and plainness of
manners so suitable to his profession . . . unalter
able cheerfulness of temper . ..the most manly
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and the most vigorous activity in a vast variety of
business” (Smith, 1980: 262). Smith’s The
Theory of Moral Sentiments (1759, 2nd edn.
1790) is often neglected in favor of The Wealth
of Nations, but both of the books published in
Smith’s lifetime exposit a bourgeois virtue.
Many eighteenth century people admired com

merce, as distinct from the violence of aristocrats
and the piety of peasants. As Doctor Johnson put
it, “There are few ways in which a man can be
more innocently employed than in getting
money.” The eighteenth century admiration
for commerce was overwhelmed in the middle
of the next century by anti business sentiments
on the left and right, what George Bernard Shaw
called “the great conversion” and what others
have called ‘“‘the treason of the clerks.”

The oldest argument in favor of bourgeois
virtue is that it is good for business. A roofer in
a small town who installs a bad roof will not be in
business long. The pressures of entry and exit
force the bourgeoisie to exhibit virtue. The
trouble with such an argument is that pressure
is the absence of ethics. A business person in
duced by prospective profits or forced by poten
tial loss to speak honestly to her customers is not
behaving out of ethical motives. The reply
would be that it does not matter why she is
virtuous: anyway, she is. And the rejoinder
would be that as soon as the balance of advantage
turns to lying, she will.

A deeper argument is that bourgeois life is
good for ethics. This is what European novelists
and philosophers have denied since the middle
of the nineteenth century. In Flaubert’s Madame
Bovary (1857) or Sinclair Lewis’s Babbit (1922)
the only way to be a good bourgeois is to stop
being one. It has become conventional wisdom
that the market eats away at virtue, and at society
and the environment as well. As someone put it
recently, “the expansion of the exchange system
by the conversion of what is outside it into its
terms. . .is a kind of steam shovel chewing away
at the natural and social world.”

The new research in bourgeois virtue mis
trusts such conventional views, and wishes to
return to the eighteenth century project of rec
ognizing our bourgeois character. The econo
mist Albert Hirschman (who himself speaks of
“bourgeois virtues’) has recounted the career
from Montesquieu to Marx of the phrase doux

commerce, quoting for instance the Scottish his
torian William Robertson in 1769: sweet com
merce “tends to wear off those prejudices which
maintain distinctions and animosity between
nations. It softens and polishes the manners of
men.”

See also virtue ethics
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bribery
Kendall D’ Andrade

I hand you some money, you deliver a good or
service; have I bribed you? Have you extorted
money from me, or is this a simple exchange, and
thus presumably legal as well as morally accept

able? If we insist that this simple description
“captures the essence of the act” then bribery
becomes just another way of doing business,
with extortion merely the report of the payer’s
unhappiness over the cost. To retain our moral
intuitions that bribery and extortion are morally
objectionable, we will need to accept some limits
on freedom of exchange.

Two examples (treating blackmail as one
species of extortion): the person who pays the
blackmail prefers to pay rather than risk the
threatened exposure. That that person would
prefer a third alternative, neither paying nor
being exposed, is not enough to show that black
mailing is wrong; compared to either having my
electricity turned off or paying the current rates,
I would much prefer to have my electric service
for a penny a day, but that alone does not show
that the utility has acted improperly in setting its



rates. Bribes are even more willingly given and
received, with both parties feeling they have
benefited; I may be happy to slip you $10,000 if
you will commit your company to a $10 million
purchase from mine. And we both claim to
benefit from the transaction. Just as with extor
tion, one obvious objection condemns too much;
while my competitors disapprove of my action,
they might object to any act which resulted in
the sale not going to them.

If there were only two parties to the bribe, the
one who gives it and the one who takes it, then
it’s hard to find anything to object to. So let’s
bring in a third party, the person or entity that
the bribe taker has a prior obligation to. For the
purchasing agent, that’s the company in whose
name he’s making the purchase. To see that this
role of representing another, acting for that
other, is essential, try imagining how you could
bribe someone to spend her own money buying
from you. An offer of cash is simply an offer of a
lower price, which is perfectly reasonable market
behavior. The “bribe” doesn’t buy you anything
just because all the costs and all the benefits go to
the same person; quite the opposite of the pur
chasing agent’s situation where the costs and
some benefits go to the company while some
other benefits, the bribe especially, go to the
person authorizing the purchase. Here is a def
inition that exposes what is wrong with the prac
tice: bribery is persuading the bribe taker to act
as the bribe giver’s agent while pretending to
continue acting as another’s agent. That third
being can be a person, a corporation, another
more or less organized body, even an ideal.
What is vital is that the bribe taker has accepted
an obligation to act in the interests of that third
being, which is part of the reason the bribe taker
was given the power to act for the other, com
mitting its resources and generally acting in the
name of that other.

From this definition, it follows that bribes can
only be given for services, in fact for the specific
service of acting as my agent, not the agent of the
person to whom you have a prior and continuing
obligation. But that doesn’t help much, since
acting as my agent may mean delivering
another’s good to me, as when I bribe you to let
me into the vault you are supposed to be
guarding. The legality or illegality of what one
is paid to do is irrelevant to deciding whether the
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payment is a bribe. Murder for hire requires a
payment, but the murderer is not acting as if he
were another’s agent while covertly acting as
mine when committing the murder. And the
purchasing agent may have the authority to con
clude a perfectly proper purchase, even believe
that in this case the order he is bribed to place
also happens to be in the company’s best inter
est, yet still be taking a bribe because he is
surrendering his independence of judgment, or
at least action, by agreeing to act as the bribe
giver wishes.

The real interest in bribery as a topic in busi
ness ethics comes from claims that certain pay
ments should not be counted as bribes, or that,
even though they are bribes, they are still accept
able, generally as the lesser of two evils.

“Grease” and ‘“‘tips” are two ways to charac
terize small payments which are an expected,
though not quite legally required, part of the
implicit contract for a service. Insofar as they
are both small, as measured by the receiver, and
part of the normal course of doing business, this
type of payment does not change the receiver’s
loyalties; only their absence does, and then to the
non giver’s cost. So if there is anything wrong
with these payments, it is that they are extorted.
But that claim fails when the payments are seen
by all to be part of an implicit contract, one based
on common industry practice. However, even
industry practice changes. Where those with
influence over large purchases could once expect
expensive gifts at Christmas and other “tokens”
throughout the year, many companies now place
a ceiling on the value of what their employees
can accept, usually around $50. Such a policy
recognizes that even the hope for continuing
gifts may have some influence on the receiver’s
decisions, and thus compromise her independ
ence from the suppliers. Then they would be
non specific bribes, bribes to create ‘“good
will,” which it was hoped would result in favor
able actions at some point, although no specific
action would be mentioned, or implied.

Some have extended this model to very large
payments ($1-10 million), often to very high
officials in other countries, a type of payment
specifically outlawed by the Foreign Corrupt
Practices Act of 1977. This extension only
works if amounts do not matter, a highly ques
tionable claim, and if the practice of receiving
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these payments is acceptable in at least the re
ceiver’s own country. But the second claim is
clearly false; every public exposure of acceptance
brought disgrace, virtually always with at least
the loss of office.

Initially more promising was the view that
these bribes were necessary for consideration of
a proposal. If in fact the purchasing agent evalu
ated only those proposals accompanied by bribes
but evaluated them without regard to the
amount of the bribe or any expectation of future
bribes, then such payments are extorted. We
may wonder whether anyone can ignore even
the hope for a continuing supply of side pay
ments in evaluating competing proposals; thus
such an official might award an occasional con
tract just to keep that supplier competing in his
market, and paying the ‘““fees for consideration.”
If the payments have some effect on the recipi
ent, even one he is unaware of, then they func
tion to affect his actions and his reasons for
choosing, and so are bribes. Then the company,
and its representative, are offering bribes. But
even if they could show that making the pay
ments was simply bowing to extortion, they are
not off the hook. Since both bribery and extor
tion are wrong, what is the extortion payer doing
to resist the extortion? What is she doing to
combat the practice? If the answer is nothing,
then she seems satisfied with the current ar
rangement, in which case the payments look a
lot like bribes and extortions.

Since bribery is undermining the agreement
to act in another’s interest, in situations where it
is appropriate for the agent not to act in the
principal’s interest, there bribery will at least
seem less offensive. What if you bribed me to
give evidence about my company’s dumping
hazardous wastes in the river? Ideally, I should
simply act in the public interest; but if I need a
little extra persuading, your offer is at least a lot
more defensible than the standard examples of
bribery. Many things besides money will influ
ence a person’s choices: love, friendship,
another’s support of a cause or program one
values highly. So unless a person is prepared to
commit himself solely to the corporation, or
other principal, there will always be some limits
to his faithful service. The most that the princi
pal can expect is that both parties understand in
advance approximately what those limits are.
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business and society
William C. Frederick

Business and Society has two meanings. (1) It
refers to the relationships that business firms
have with society’s institutions and nature’s eco
systems. (2) The term also refers to the field of
management study that describes, analyzes, and
evaluates these complex societal and ecological
linkages.

BUSINESS AND SOCIETY RELATIONSHIPS

Business, while recognized as an economic activ

ity, is strongly affected by the surrounding social
and ecological environment. A society’s legal
system, its politics and government regulations,
community attitudes and public opinion, con

cepts of morality and ethics, and the forces of
social change including science, technology, and
rivalry among nations, can exert both negative
and positive influences upon a business firm’s
costs, prices, and profits. Global business firms
particularly must learn to deal effectively with
demographic diversity, religious and ethnic
movements, and public concerns about eco

logical impacts of business operations.

Business exerts a reciprocal influence upon
society through its economic decisions and pol
icies, such as providing jobs, creating income,
producing goods and services, and investing
capital in plant, equipment, and new product
development. These beneficial economic



impacts are frequently accompanied by negative
social impacts, such as environmental pollution,
hazardous working conditions, unsafe or unreli

able consumer products, various forms of dis

criminatory practices, illegal and unethical
actions, and excessive political influence on a
society’s political and governmental systems. A
positive social influence may be felt when busi

ness firms provide social services not otherwise
available, such as healthcare and retirement
plans for employees; when they design and
build attractive and environmentally sensitive
plants and offices, or lend executives to local
governments or non profit institutions, or sup

port local community initiatives through philan

thropic contributions to educational, cultural,
and charitable organizations.

Quite clearly, in these and other ways, busi
ness and society influence one another, some
times negatively and sometimes with positive
results for both (Paul, 1987; Sethi and Falbe,
1987).

BUSINESS AND SOCIETY AS A FIELD OF
MANAGEMENT STUDY

In the United States, the two central questions
that led to the formation of a new field of man
agement study, variously called ‘“Business and
Society,” “Business and Its Environment,” and
“Social Issues in Management,” were rooted in
the reciprocal ties that bind business and society
to one another. The questions were: (1) Should a
business firm deliberately and voluntarily try to
promote social goals and purposes other than
those involved in the pursuit of profits? (2)
If so, what criteria should determine the
content, scope, and limits of business’s social
responsibilities?

Two schools of thought developed. One
asserted that corporations should voluntarily
act in socially responsible ways, even if doing
so lowered profits. Howard Bowen’s 1953 book,
Social Responsibilities of the Businessman, was the
first comprehensive statement of this doctrine.
Earlier in the century, however, a few corporate
leaders had acknowledged the need for business
firms to look beyond profit goals by accepting a
measure of social responsibility for their actions
(Heald, 1970). The Committee for Economic
Development (1971) affirmed this position by
proposing a social contract between business
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and society that broadened business’s social
responsibilities.

Others (Friedman, 1970) opposed these
views, saying that business makes its main con
tribution to society by producing goods and ser
vices at a profit under competitive market
conditions. Nothing should be allowed to inter
fere with this economic function, as long as
business operations are conducted legally and
ethically. Voluntarily seeking social goals would
be economically diversionary, would penalize
socially responsible firms by imposing extra
costs not experienced by their less responsible
competitors, would substitute private corporate
judgments for public policy, and would reintro
duce a corporate paternalism hostile to free
choice. A related view (Chamberlain, 1973) ex
pressed doubt that even the most well inten
tioned social initiatives undertaken by
corporations could have a significant impact
due to their interference with deeply ingrained
profit motives, economic growth, and the
public’s preference for high levels of consumer
goods and services.

This basic philosophical argument was grad
ually replaced by three further theoretical devel
opments, each of which became a conceptual
pillar of this new field of study. Some scholars
(Preston and Post, 1975; Buchholz, 1992) argue
that corporate social performance is best moni
tored through the instruments of public policy
and government regulatory agencies such as the
Environmental Protection Agency, the Con
sumer Product Safety Commission, the Equal
Employment Opportunity Commission, the Oc
cupational Safety and Health Commission, etc.
Companies could take their cues for publicly
desired social actions by adhering to the nation’s
laws, public policies, and government regula
tions, rather than relying on the social con
science of the firm’s executive managers.

Other scholars (Freeman, 1984) believe that
corporations can best attain their overall stra
tegic objectives, both economic and social, by
responding positively to stakeholder demands,
thus substituting corporate social performance
for the more philosophical principle of social
responsibility (Ackerman, 1975; Frederick,
1994; Miles, 1987). A closely related view is
that specific social issues affecting a given com
pany can be identified, tracked, and managed to
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the firm’s advantage (Wartick and Cochran,
1985). Theories incorporating the public
policy/stakeholder responsiveness/issues man
agement approaches had become the field’s
dominant conceptual paradigm by the early
1990s.

During the 1980s, business ethics also became
a significant component of Business and Society
studies. Introduced into the field by business
ethics philosophers, it represents an effort to
apply moral principles to ethical issues that
arise in the workplace (Beauchamp and Bowie,
1988; Donaldson, 1989).

To summarize, the Business and Society field
of management study attempts to clarify busi
ness’s multiform relations with society and
thereby to improve the ability of firms to plan
and manage their interactions with this broad
social and ecological environment. Because eco
nomic, social, political, ecological, and ethical
interests are affected by these linkages, many of
the questions studied are controversial and ul
timately philosophical in nature, while neverthe
less bearing on the effective management of the
firm (Preston, 1986; Wood, 1991).

In the United States, four professional aca
demic organizations promote Business and So
ciety teaching and research: the Social Issues in
Management division of the Academy of Man
agement, founded in 1971; the Society for Busi
ness Ethics, founded in 1978; the Society for the
Advancement of Socioeconomics, founded in
1989; and the International Association for Busi
ness and Society, founded in 1989-90.

See also economics and ethics; socioeconomics;
stakeholder theory
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business ethics
Kenneth E. Goodpaster

The study of ethics is the study of human action
and its moral adequacy. Business ethics, then, is
the study of business action — individual or cor
porate — with special attention to its moral ad
equacy. Business persons confront ethical issues,
whatever their position in the corporate struc
ture and whatever the size and complexity of the
organization. Sometimes responsible judgment
and action are clear, but not always. Consider the



problems surrounding whistleblowing and loy
alty, sexual harassment in the workplace, intel
lectual property, the limits of product safety, and
ethical differences across cultural borders. What
managers often need is an orderly way to think
through the moral implications of a policy deci
sion — a perspective and a language for apprais
ing the alternatives available from an ethical
point of view. For many, this is the most oper
ational definition of business ethics.

The field of business ethics is at least as old as
commerce itself, but in the modern period we
can date it from the industrial revolution. Indi
viduals, corporate forms of organization, and
even capitalism as a socioeconomic system have
come under moral scrutiny from proponents and
critics alike. In the second half of the twentieth
century there was a renaissance of interest in the
subject, spurred by events and by disciplinary
realignments. The events included political and
social movements for civil rights, women’s
equality, and environmental awareness. Also de
serving of mention in relation to ethical reflec
tion in the US are Watergate, the Wall Street
Insider Trading scandal, the Savings and Loan
crisis, and the collapse of the Soviet Union. In
terms of disciplinary focus, business education
has expanded beyond psychology and the social
sciences in search of a more humanistic outlook,
so that recent efforts in the field are philosoph
ical, theological, and literary.

The modern corporation is a microcosm of
the community in which it operates and also a
macrocosm of the individual citizen living and
working in that wider community. Insofar as the
corporation resembles the wider community,
issues arise that are similar to those in classical
political philosophy: the legitimacy of authority;
the rights and responsibilities associated with
entry, exit, membership, promotion, and succes
sion; civil liberties; moral climate. Insofar as the
corporation resembles an individual person in
the community, issues arise that are similar to
those in classical moral philosophy: responsibil
ity, integrity, conscience, virtue; duties to avoid
harm and injustice; respect for the law; provision
for the needs of the least advantaged. There are
differences in each realm, of course, since the
respective analogies are imperfect, but the
similarities are strong enough to help organize
the normative issues that present themselves to
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business management (se¢ MORAL STATUS OF
CORPORATIONS).

MobES oF ETHICAL INQUIRY

It has often been observed that ethical inquiry
can take three forms: descriptive, normative, and
analytical. Descriptive ethics is not, strictly
speaking, philosophical. It is better classified
among the social sciences, since it is aimed at
empirically neutral descriptions of the values of
individuals and groups. To say, for example,
that a business executive or an organization dis

approves of workplace discrimination or ap

proves of bribery is to make a descriptive
ethical observation, one that can presumably
be supported or refuted by pointing to factual
evidence.

Normative ethics, by contrast, is not aimed at
neutral factual claims, but at judgments of right
and wrong, good and bad, virtue and vice. To say
that a business executive or an organization dis
approves of workplace discrimination or ap
proves of bribery and is right or wrong in doing
so is to add a normative ethical claim to a de
scriptive one. If it is to be supported or refuted,
of course, some criteria of “rightness” or
“wrongness’ must be provided.

Analytical ethics (sometimes called meta
ethics) is neither a matter of describing moral
values nor advancing criteria for right and
wrong. Instead, it steps back from both of these
activities in order to pose questions about the
meaning and objectivity of ethical judgments. At
this remove, the aim is to explore differences
among scientific, religious, and ethical outlooks;
the relation of law to morality; the implications
of cultural differences for ethical judgment, and
so forth.

THE DyNAMICS OF NORMATIVE ETHICS

Within normative ethics, there are two interact
ing levels of reasoning that need to be distin
guished. First, and most familiar, is reasoning
from moral common sense. In our personal lives
and in our professional lives, most of us operate
with a more or less well defined set of ethical
convictions, principles, or rules of thumb that
guide decision making. Seldom are such values
or rules spelled out explicitly in a list, but if
they were, the list would probably include such
items as:
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Avoid harming others

Respect others’ rights (Be fair, just)

Do not lie or cheat (Be honest)

Keep promises and contracts (Be faithful)
Obey the law

Such a repertoire of commonsense moral judg
ments is often sufficient. It functions as an in
formal checklist that we are prepared to live by
both for the sake of others and for our own inner
well being. In the context of business behavior,
the toleration of toxic workplace conditions,
racial discrimination, and false advertising are
as clearly contrary to moral common sense as
honoring agreements with suppliers and obeying
tax laws are in accord with it.

Unfortunately, problems arise with common
sense both hypothetically and in practice. And
when they do, we seem forced into another kind
of normative thinking. The problems come from
two main sources: (1) internal conflicts or uncla
rities about items on personal or corporate
checklists, and (2) external conflicts in which
others’ lists (persons or corporations) differ
(e.g., are longer, shorter, or display alternative
priorities). How can we keep this promise to that
supplier while avoiding risk to those customers?
What does it mean to be fair to employees?
When, if ever, does ‘“‘affirmative action” become
“reverse discrimination”? If competitors don’t
value honesty, why should we? Such questions
drive us beyond moral common sense to what is
called critical thinking. Here the search is for
principles or criteria that will justify the inclu
sion or exclusion of commonsense norms, clarify
them, and help resolve conflicts among them. It
is the dynamic interaction between moral
common sense and our attempts at critical think
ing that lead to what some call “reflective equi
librium” (Rawls, 1971: 20ft.).

ASPECTS OF THE MORAL POINT OF VIEW

The history of ethics reveals a widely shared
conviction that ethics can and should be rooted
in what has been termed the moral point of view.
For many, the moral point of view is understood
in religious terms, a perspective that reflects
God’s will for humanity. For others, it is under

stood in secular terms and is not dependent for
its authority on religious faith. But setting aside
differences about its ultimate source, there is

significant consensus regarding its general char
acter. The moral point of view is a mental and
emotional standpoint from which all persons are
seen as having a special dignity or worth, from
which the Golden Rule gets its force, from
which words like “ought,” “duty,” and “virtue”
derive their meaning. It is our principal guide for
action. Two basic features of action deserve
special notice. Any action or decision has:

1 An aretaic aspect, highlighting the expressive
nature of our choices. When a person acts,
she or he is revealing and reinforcing certain
traits or ‘‘habits of the heart” which are
called virtues (and vices). The same may be
true of groups of persons in organizations.
Sometimes we refer in the latter cases to the
culture or mindset or value system of the
organization. The key to the aretaic aspect
of action is its attention to actions as mani
festations of an inner outlook, character, set
of values or priorities. Four classical virtues
that have often been the focus of ethical
analysis and reflection in the past are: pru
dence, justice, temperance, and courage.
Others include honesty, compassion, fidelity
(to promises), and dedication to community
(the common good). Vices of individuals or
groups include greed, cruelty, indifference,
and cowardice.

2 A deontic aspect, highlighting the effective
nature of our choices — the way in which
our actions influence our relationships with
others and change the world around us.
Actions have stakeholders and consequences
when viewed from this perspective; they are
transactions that affect the freedom and
well being of others (se¢e STAKEHOLDER
THEORY). The deontic aspect of actions re
lates to their effects on the world, in particu
lar, their effects on living creatures whose
interests or rights might be at stake. Man
agement and the board are bound legally and
ethically to a fiduciary role in relation to the
shareholders of the enterprise, but they must
also be attentive to other stakeholders. This
kind of extended moral awareness, despite
the ambitions of some of the great thinkers
of the past, is no more reducible to a mech
anical decision procedure than is balanced
judgment in education, art, politics, or



even sports. Ethics need not be unscientific,
but it is not a science. It may be more akin to
staying healthy. Acknowledging our limita
tions regarding knowledge and certainty in
ethics is not the same as embracing the motto
“There’s no disputing tastes.” Sometimes
stakeholder interests and rights, as well as
the needs of the wider community, are in
tension with one another, making ethical
judgment very difficult for individuals and
for managers of organizations.

This “bifocal” perspective on action (expres
sive and effective) signals a duality in what we
referred to as the moral point of view. Through
one set of lenses, moral judgment concentrates
on the expressive meaning of actions and policies
— what they reveal about those who initiate them.
Through another set of lenses, the focus shifts to
the effective or transactional significance of what
we do. If our inquiry concentrates on an individ
ual’s or an organization’s habits or culture (con
tent, genesis, need for maintenance or change,
etc.) it is aretaic. If the focus is on the interests
and rights of stakeholders of personal or corpor
ate decisions, it is deontic.

While a comprehensive review of the many
ways in which philosophers, past and present,
have organized critical thinking is not possible
here, we can sketch several of the more import
ant normative views that have been proposed.
These views provide avenues for ethical analysis
in the sense that discussions of cases or pending
decisions often can be illuminated (and even
resolved) by one or more of them. Three of
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these avenues fall under the heading of “stake
holder based” thinking (figure 1), while the
fourth maps onto ‘“‘virtue based” thinking (see
figure 2.)

STAKEHOLDER-BASED THINKING

Stakeholder thinking is the most highly de
veloped approach to ethical analysis, and dis
plays three distinctive “logics” or avenues:
interest based, rights based, and duty based.

Interest based avenues. One of the more influen

tial avenues of ethical analysis, at least in the
modern period, is what we can call interest

based. The fundamental idea behind interest

based analysis is that the moral assessment of
actions and policies depends solely on conse

quences, and that the only consequences that
really matter are the interests of the parties
affected (usually human beings). On this view,
ethics is all about harms and benefits to identifi

able parties. Moral common sense is thus discip

lined by a single dominant objective: maximizing
net expectable utility (happiness, satisfaction,
well being, pleasure). Critical thinking, on this
view, amounts to testing our ethical instincts and
rules of thumb against the yardstick of social
costs and benefits.

There is variation among interest based ana
lysts, depending on the relevant beneficiary
class. For some (called egoists), the class is the
actor alone — the short and long term interests
of the self. For others, it is some favored group —
Greeks or Englishmen or Americans — where
others are either ignored or discounted in the

The Moral Point of View in Business

ARETAIC “VIRTUE-
BASED” THINKING

G personal virtues/vices; habits,

corporate culture

PERSONAL ACTION in a
BUSINESS SETTIN
conscience
ORGANIZATIONAL
ACTION in a SOCIETAL
SETTING

DEONTIC
“STAKEHOLDER-BASED”
THINKING

personal principles or beliefs

corporate ethics policy or code of

conduct

Figure 1
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THE MORAL POINT OF VIEW
Avenues for Ethical Analysis

VIRTUE-
BASED

» Prudence

> Justice

» Temperance
» Courage

DUTY-
BASED

»Duties of Fidelity in Relationships
»Duties of Loyalty to Community

Figure 2

ethical calculation of interests (se¢ EGOISM,
PSYCHOLOGICAL EGOISM, AND ETHICAL
EGOISM). The most common variation (called
utilitarianism) enlarges the universe of moral
consideration to include all human beings, if
not all sentient (feeling) beings. In business
management, interest based reasoning often
manifests itself as a commitment to the social
value of market forces, competitive decision
making, and (sometimes) regulation in the
public interest. Problems and questions
regarding interest based avenues of ethical an
alysis are several: How does one measure utility
or interest satisfaction? For whom does one
measure it (self, group, humankind, beyond)?
What about the tyranny of the majority in the
calculation?

Rights based — avenues. A second influential
avenue is rights based analysis. Its central idea
is that moral common sense is to be governed not
by interest satisfaction, but by rights protection.
And the relevant rights are of two broad kinds:
rights to fair distribution of opportunities and
wealth (contractarianism), and rights to basic
freedoms or liberties (libertarianism) (see COM

MUNITARIANISM). Fair distribution is often

INTEREST-
BASED

» Self-Interest
» Group Interest
» Greatest Good of Greatest Number

RIGHTS-
BASED

> Rights as Fair Distribution
»Rights as Basic Liberties

explained as a condition that obtains when all
individuals are accorded equal respect and equal
voice in social arrangements. Basic liberties are
often explained in terms of individuals’ oppor
tunities for self development, property, work’s
rewards, and freedoms including religion and
speech.

In management practice, rights based re
asoning is evident in concerns about stake
holder rights (consumers, employees, suppliers)
as well as stockholder (property) rights. Ques
tions regarding this avenue include: Is there not
a trade off between equality and liberty when it
comes to rights? Does rights based thinking lead
to tyrannies of minorities that are as bad as
tyrannies of majorities? Is this avenue too
focused on individuals and their entitlements
with insufficient attention to larger communities
and the responsibilities of individuals to such
larger wholes?

Duty based avenues. 'The third avenue of ethical
analysis is duty based. While this avenue is per
haps the least unified and well defined, its
governing ethical idea is duty or responsibility
not so much to other individuals as to commu
nities of individuals. In the duty based outlook,



critical thinking turns ultimately on individuals
conforming to the legitimate norms of a healthy
community. According to the duty based
thinker, ethics is not finally about interests and
rights, since those are too individualistic. Ethics
is about playing one’s role in a larger enterprise —
a set of relationships (like the family) or a com
munity (communitarianism). The best summary
of this line of thinking was echoed in John
F. Kennedy’s inaugural speech: “Ask not what
America can do for you, ask what you can do for
America.”

In practice, duty based thinking underlies
appeals to principles of fiduciary obligation,
public trust, and corporate community involve
ment (se¢e FIDUCIARY DUTY). Problems and
questions regarding this avenue include the
fear that individualism might get swallowed up
in a kind of collectivism (under the communi
tarian banner) and that priorities among con
flicting duties are hard to set.

VIRTUE-BASED THINKING

Virtue based thinking lies on the expressive side
of the distinction made earlier between deontic
and aretaic outlooks on human action. The focus
of virtue based thinking is on developing habits
of the heart, character traits, and acting on them.
Actions and policies are subjected to ethical
scrutiny not on the basis of their effects or their
consequences (for individuals or for commu
nities), but on the basis of their genesis — the
degree to which they flow from or reinforce a
virtue or positive trait of character. Newsweek
magazine devoted its June 13, 1994 issue to the
theme of virtue based ethics in American cul
ture. In an article entitled “What is Virtue?,”
Kenneth L.. Woodward observed: “The cultiva
tion of virtue makes individuals happy, wise,
courageous, competent. The result is a good
person, a responsible citizen and parent, a
trusted leader, possibly even a saint. Without
virtuous people, according to this tradition, so
ciety cannot function well. And without a virtu
ous society, individuals cannot realize either
their own or the common good.”

There is an emphasis in virtue based analysis
on cultivating the traits and habits that give rise
to actions and policies, on the belief that too
often “the right thing to do” cannot be identified
or described in advance using one of the other
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avenues. The most traditional short list of basic
(or “cardinal”) virtues includes prudence, tem
perance, courage, and justice. Some of the most
popular management books in recent years have
suggested virtue based thinking in their titles:
The Art of Japanese Management (Pascale and
Athos, 1981), In Search of Excellence (Peters
and Waterman, 1982), The Seven Habits of
Highly Effective People (Covey, 1989). In the
wider philosophical and cultural literature,
After Virtue (Maclntyre, 1981) and A Book of
Virtues (Bennett, 1993) have extended the redis
covery of virtue based thinking.

In management contexts the language of
virtue is frequently encountered in executive
hiring situations as well as in management de
velopment training. Another management con
text that may prove to be more amenable to
virtue based thinking than to stakeholder based
thinking is environmental awareness. Often, de
bates over the impacts of business behavior on
the environment have focused on the economic
inclusion of “special” stakeholders (like future
generations or animals or living creatures gener
ally). While this approach is, logically speaking,
an option, it may be less practically compelling
than an approach which interprets management
ethics in this arena, alongside community in
volvement, as a virtue akin to temperance.

Questions associated with virtue based think
ing include: How are we to understand the cen
tral virtues and their relative priorities in a
secular world that does not appear to agree on
such matters? Are there timeless character traits
that are not so culture bound that we can recom
mend them to anyone, particularly those in lead
ership roles? And can virtue(s) be taught?

Each of the four avenues (figure 2) represents
a concentration of critical thinking in ethical
matters from which specific ethical challenges
might be addressed, if not resolved. All have in
common a sustained effort to give practical voice
to the moral point of view in business life.
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Canada, business ethics in
Deborah C. Poff

Some might argue it is unnecessary to specify a
particular nation state when speaking about
business ethics. Since all human action has
moral consequences and ethical theories about
assessing the morality of human action, surely
business ethics can be discussed in universal
rather than country specific terms?

While it is true that the particular activities of
any business in any country can be discussed by
appeal to general mainstream ethical theories
(e.g., utilitarianism or deontology), individual
characteristics are important. The specific eth
ical issues of relevance to a given country have a
great deal to do with its political and legal his
tory, its religious history, its economic status, its
natural resources, its industrial base, and its
relationship to other nation states.

For Canada, two key relationships have con
ditioned the development of law and the evolu
tion and context in which business and ethics
converge. First, Canada was a British colony and
is, consequently, a member of the Common
wealth of nations. Consequently, the Canadian
government is a parliamentary government and
Canada has had closer ties with other Common
wealth countries than geography alone would
make evident. Secondly, Canada shares a bound
ary with the United States, its largest trading
partner, a neighbor with ten times its popula
tion.

Canada’s historic relationship with Great
Britain is partly evidenced by its recent consti
tutional autonomy. Canada’s Charter of Rights
and Freedoms was “repatriated” or came into
constitutional legal existence in 1982. With the
exception of the Quebec provincial judicial
system, Canada’s legal history is grounded in

British common law. Canada has not had the
litigious history of its American neighbor and
Canadian victims of ethical wrongdoing by cor
porations have not sought class action suits to
rectify the wrong even when evidence of the
wrongdoing has been significant and well docu
mented (e.g., compare the series of lawsuits
against US asbestos companies with the virtual
lack of suits by Canadian victims of the asbestos
industry).

It is perhaps not surprising that cultural and
economic autonomy are common themes in
Canadian business ethics. Canadians have one
state subsidized radio and television network
(the Canadian Broadcasting Corporation) and a
partially subsidized film industry, the National
Film Board. Over the past decade, these cultural
industries have received significant budget cuts
and cultural nationalists debate the seriousness
of this. Most Canadians watch American televi
sion, read American magazines, and go to
American films for entertainment. The extent
to which Canada as a nation state has a different
cultural and national identity distinct from the
United States and whether, in fact, state subsid
ized initiatives should bolster such differences
is an ongoing and familiar debate within the
country.

As a sparsely populated, traditionally re
source based economy, Canada has had a high
quality of life with state subsidized education
(including post secondary education) and uni
versal healthcare. Recently, the value of state
subsidized education and healthcare has become
an issue in free trade discussions, particularly
between the United States and Canada.

While the national debt and economic health
of Canada has improved significantly since the
first edition of this encyclopedia, the pres
sures of globalization, trade liberalization, and
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deregulation are still common themes in articles
and books on business ethics in Canada. The
critics of the North American Free Trade Agree
ment (NAFTA) in Canada focused primarily on
two issues. First, would NAFTA increase un
employment in Canada by shipping low paying
jobs to a poorer nation state (i.e., Mexico),
where lower wages and less stringent worker
and environmental protection laws are the
norm? Secondly, even if the quality of Canadian
life were advanced through NAFTA, would it be
ethical to benefit by shipping the worst jobs to a
third world country? The debates have shifted
from NAFTA for the most part in Canada to
discussions of the role of the IMF and the World
Trade Organization and the ethics of trans
national corporations. Critics of the IMF and
WTO in Canada have questioned whether
Canada as a democratic national state is playing
a strong enough role in voicing concerns about
global justice and global sustainability.

Canada’s economic autonomy as a nation of
the Americas is significantly tied to the Ameri
can market. The boycott on Canadian beef,
following one diagnosed case of mad cow dis
ease, has cost millions of dollars in lost revenue
and many bankruptcies in the agricultural indus
tries in Canada, where the majority of beef is
exported to the United States. The impact of
this disaster has raised the issue of economic
autonomy in agri business in Canada and the
role of the state in subventions and financial
relief during disaster. Such issues are clearly
related to free trade talks. The soft wood lumber
talks between the United States and Canada and
the position of the US in this dispute has cost
thousands of jobs in Canada and resulted in
unemployment rates in some forestry based
communities of 20 percent. Much of the Can
adian tourist industry is dependent upon Ameri
can tourists and the recent SARS related illness
in Canada seriously compromised the economic
viability of many tourist based community
economies.

The environment and sustainability of natural
resources within Canada remain critical in a
country that built its economic base, to a large
extent, on resource extraction. The successive
Canadian governments over the past decade
have stressed the need for the diversification of
the Canadian economy from primary resource

extraction and emphasized the importance of
increasing global competitiveness through
value added industries.

Canadian business ethics is not, however,
solely idiosyncratic and concerned only with
issues circumscribed by Canadian boundaries.
The Corporate Ethics Monitor, the bi monthly
newsletter of EthicScan Canada Ltd. (a private
company), regularly features Canadian com
panies’ ratings on a series of ethical indicators,
including: code of ethics; community relations;
employment of women (at all levels of the cor
poration); charitable donations; extended mater
nity leave; corporate sponsored daycare;
environmental performance; international rela
tions; labor relations; health and safety; military
and nuclear involvement.

Canadian concern with the impact of global
ization of the economy on national and inter
national ethics and law, as noted above, is
shared internationally with other industrialized
and developing nations. Employment equity
(Canada’s term for affirmative action); First
Nations’ land claims over privately owned land
and crown land; criminal wrongdoing; taxation
of businesses; corporate donations to political
parties; the online civilization and regulation —
all are ethical business issues Canadians share
with the world. The recent Enron scandal, as
well as similar infamous violations of law and
morality with respect to accountability, honesty,
and integrity, has resulted in more scrutiny of
business in Canada as it has in the United States.
Canada has not been immune to similar scandals,
the most notable being Livent, Inc., a Canadian
based entertainment corporation operating in
Canada and the United States.

Recently, Canadian business ethics has joined
the world of cybernet with the growth of a
number of Internet think tanks on business
ethics. The Canadian Business and Professional
Ethics Network (CBPENET) links the majority
of academics working on business ethics in
Canada. SUSNET links ethicists concerned
with sustainability, justice, and global economic
development, while members of ESAC L (the
network of the Environmental Studies Associ
ation of Canada) discuss environmental issues
and problems. These networks also connect
Canadian ethicists with a number of US and
international Internet lists.



While Canadian history makes the discussion
of business ethics somewhat culture specific, the
Canadian future may include the erosion of such
specificities through free trade agreements, in
formation highways, and a globalized economy
that diminishes the importance of national
boundaries and the strength of autonomous
nation states. If this does prove to be the case,
business ethics and international standards and
the monitoring of those standards will supersede
and transform current political boundaries and
political realities.
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care, ethics of
Robbin Derry

Moral reasoning that derives from a concern for
others and a desire to maintain thoughtful
mutual relationships with those affected by
one’s actions. The concern of this approach is
the responsibility of the individual to respond to
another in the other’s terms, acting out of care
for the other person (Gilligan, 1982). This is
distinct from conceptions of morality as justice
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in that it does not attempt to follow impartial
rules or ensure equitable treatment. It focuses on
responsiveness to another’s needs. It also in
cludes caring for oneself in a nurturing rather
than a self maximizing way. Because the voices
expressing an ethic of care are most frequently
women’s voices, this orientation has become the
focal point of extensive research and debate
about whether men and women differ in their
moral reasoning.

DiSTINCT MORAL ORIENTATION

A moral orientation toward caring was initially
observed by Carol Gilligan in her interviews of
women facing abortion decisions (Gilligan,
1977, 1982). Gilligan’s articulation of morality
as care emerged in contrast to Kohlberg’s stage
theory of moral development, which Gilligan
argued relied on a conception of morality as
justice.

In 1977 Carol Gilligan challenged the field
of moral development to consider the sex
bias inherent in Kohlberg’s model. The longitu
dinal sample which had given Kohlberg his
critical model building data was composed of
84 males. Women, when measured on Kohl
berg’s scale, rarely reached the higher stages,
and most often seemed to demonstrate stage
three reasoning, that of helping and pleasing
others.

In conducting interviews for a project with
Kohlberg, Gilligan had found what she subse
quently called “a different voice,” the perspec
tive, voiced more frequently by women, that
morality was not defined by justice, fairness, or
universal rights, as Kohlberg argued. Instead,
this perspective described a morality based on
care, on responsibility to others, on the continu
ity of interdependent relationships. Gilligan de
scribed this perspective as a morality of care and
argued it was a distinct moral orientation, not
merely one of Kohlberg’s stages of moral devel
opment. She believed this orientation resulted in
clearly different reasoning and unique ways of
resolving moral conflict situations.

Kohlberg’s response to Gilligan was to ac
knowledge the importance of recognizing the
concept of morality which focuses on special
relationships and obligations, but to deny that
it was a distinct moral orientation. He saw it as a
supplement rather than an alternative to justice
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solutions (Kohlberg, Levine, and Hewer, 1983:
21).

THE RELATIONAL CONTEXT OF CARE

Nell Noddings (1984) elaborated an ethic of care
characterized by a fundamental grounding in
relation. According to Noddings, the act of
caring requires moving away from oneself and
becoming engrossed in the reality of another’s
life. This ethic of care involves the “one caring”
and the “cared for,” in acts of giving and receiv
ing, understanding and sharing, which establish
their relatedness. Accepting this relationship as
necessary to our existence and well being is a
premise for the ethic of care. Noddings suggests
that we are not fundamentally alone in this
world, driven by the anguish of isolation and
motivated by self interested individualism.
Rather, we are most basically in relation to each
other, and a deep and profound joy is the basic
human affect. The ethical ideal is the nurturing
of the understanding of our mutual interdepend
ence. How ethically good any of us can be as the
“one caring” depends on the reception and re
sponse of each of us as the “cared for.” Educa
tion in ethics, therefore, should focus on both
aspects of the caring relationship.

Similarly, the successful development and
practice of an ethic of care demands a consistent
integration of the awareness of our relatedness.
That which creates difficulty and suffering for
the cared for is also suffered as a difficulty for
the one caring. The reality of the joys and pains
of the cared for is shared by the one caring as
she realizes the possibility of such reality. Ethical
action is driven by the feeling of “I must” actina
way to alleviate the pain of another. This aroused
sense of concern for another is our natural ethical
self. We may learn to listen to that self or to
silence it.

The emphasis on feeling rather than thinking
as the key route to an ethical life distinguishes
the ethics of care from other formal systems of
ethics which rely on rational thought and the
ability to abstract the general from the specific.
Noddings and Gilligan both argue for the critical
relevance of an emotional basis for ethical deci
sions. Rather than trying to create rules for eth
ical action that would hold in all similar
situations, or to calculate the good or evil to the

general population, the ethics of care encourage
learning to respond to the uniqueness and con
text of each situation.

The ethics of care have frequently been con
sidered to be an approach more natural for
women, and as such, have contributed to sub
stantial debate over the existence of measurable
differences in the moral reasoning of women and
men. Both Gilligan and Noddings identify
women’s experience as that which gives rise to
the articulation of the ethics of care. Gilligan
offers an extended argument for the inclusion
of the morality of care in the social repertoire of
ethical behavior, citing the systematic exclusion
of and bias against women’s logic, priorities, and
concerns within the development of moral phil
osophy (Gilligan, 1982: 30).

RELATED RESEARCH

Numerous important contributions to ethical
theory have emerged from the distinction of
the ethics of care. Although these do not all
support the entire conception of care reasoning
presented by Gilligan or Noddings, each has
derived significant impetus from the initial
thesis. As a result, the ethics of care can be seen
as an array of ideas, broadly encompassing such
topics as what care consists of, who engages in it
and why, what an understanding of care teaches
us about our society, how care is experienced,
and how care is researched.

Seyla Benhabib develops a critical view of
traditional moral philosophy by elaborating the
relational self found in the ethics of care. She
suggests that contractarian theories from
Hobbes to Rawls rely on a “generalized other.”
Universalistic moral theories hypothesize dis
embodied and disembedded rational beings in
an attempt to establish a system in which all
will be treated fairly and equally. In contrast,
Benhabib argues for an understanding of
“every rational being as an individual with a
concrete history, identity and affective emo
tional constitution” (Benhabib, 1987: 87). Only
with this perspective of “‘the concrete other” are
we able to make ethical decisions which are good
for individuals as well as humanity. The rela
tional self described by both Noddings and Gil
ligan is deeply embedded in personal feelings,
values, and experiences. An individual’s own



“concreteness” as well as that of the people she
cares about are critical components of her moral
reasoning.

The importance of drawing on women’s ex
perience in the construction of theoretical
models is one of the hallmarks of feminist re
search. Accordingly, Gilligan is recognized for
listening to the voices of women in a field where
the uniqueness of women’s experience was un
noticed. In her discussion of feminist morality,
Virginia Held (1993) acknowledges Gilligan’s
contribution of examining actual relationships
in the lives of women. This methodology is
critical for Held, as she develops a “mothering
person” model to replace the more abstract “‘ra
tional economic man” paradigm. The mothering
person, an ostensibly gender neutral concept,
looks to the maternal experience of women as a
reliable guide for moral behavior. Held’s model
specifically values the integration of emotion to
the process of moral reasoning.

The use of emotion and familial experience to
develop moral theory stands in stark contrast to
the insistence on impartiality and detachment
found in theories articulated by most male phil
osophers and derived from men’s experience and
values.

Further drawing on the methodology of Gil
ligan, Jonathan Adler (1987) argues that the
value placed on autonomous, universalizable
moral reasoning by Kant and Kohlberg neglects
the personal point of view. In doing so, it over
looks the importance of contextual variables in
individual decisions and establishes a standard of
consistency that undermines effective ethical
action. Gilligan’s articulation of care embraces
the inconsistency in practical moral evaluations,
thereby relinquishing the necessity of generaliz
ing action to all similar situations. Adler suggests
that abstraction from situational realities results
in a “widening of the gap between theory and
our actual moral practices” (1987: 206). By con
trast, the ethics of care look deeply into context
ual specifics to formulate a moral solution.

The use of context in moral reasoning is also
addressed by Marilyn Friedman in her criticism
of Kohlberg’s theory of moral development.
Friedman (1987) suggests that the essential
aspect of contextual thinking is not the use of
real as opposed to hypothetical moral dilemmas,
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as Gilligan proposes, but rather the presence of
rich detail in the situational variables. Friedman
challenges Kohlberg’s emphasis on the primacy
of justice and suggests that sometimes consider
ations of care and community, of special rela
tionships, override considerations of justice and
rights. Whereas justice reasoning envisions ab
stract persons crafting a mutually respected
social contract, care reasoning envisions the
unique bonds of an individual relationship.
Therefore, care reasoning is most able to be
articulated within a rich contextual framework.
Friedman’s insight suggests that research instru
ments for the assessment of care reasoning
should enable reference to details and contextual
variables.

CARE AND BuUsINESs ETHICS

There is a paucity of theoretical and empirical
research applying the ethics of care to business
ethics. Surveying ethics education for account
ants, Sara Reiter signaled the need for full nar
ratives, similar to those used in Gilligan’s
research, portraying real individuals in concrete
situations. She argued: “The lack of research on
the ethical problems of practicing accountants
presents a barrier to development of appropriate
narratives and cases” (Reiter, 1996: 27). Creat
ing such models for business ethics education
would encourage both professors and students
to weigh contextual components in addition to
the rights and duties found within cognitive
moral development theory.

Thomas White (1992) noted the potential
contribution of Gilligan’s ethic of care to a better
understanding of how women manage organiza
tions. John Dobson and Judith White further
suggested that a “feminine oriented relation
ship based value system complements the essen
tial nature of the firm as a nexus of relationships
between stakeholders” (Dobson and White,
1995: 19). Each of these scholars urged extensive
incorporation of the ethics of care into business
ethics research.

The moral reasoning of a sample of men and
women managers of a Fortune 100 company was
investigated by Robbin Derry (1989) using inter
views and real life dilemmas. Finding little evi
dence of care reasoning among any of the
participant managers, she suggested that the
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organizational culture and the promotional
system in the conservative, high tech organiza

tion may have fostered moral reasoning focused
on rights and rules: strong components of justice
reasoning. Those participants who used care
reasoning in other areas of their lives seemed to
believe it was inappropriate at work. In addition,
Derry argued that the lack of a reliable and valid
research instrument to measure care reasoning,
as readily as the Kohlberg or Rest instruments
measure justice in moral development, has
hampered further investigation of the ethics of
care.

The potential for the application of the ethics
of care to business ethics is significant. As indi
cated above, such potential is evident in several
distinctive features. First, the ethics of care em
phasize the maintenance of relationships and
their myriad commitments. In the corporate en
vironment, there is an increasing demand for
business to be attentive to its many stakeholders,
particularly customers and employees, in caring
ways. As organizations attempt to build such
relationships, they must define the responsibil
ities of initiating and maintaining care. The
ethics of care may be able to facilitate an under
standing of these responsibilities. Second, the
use of real life dilemmas, or rich hypotheticals,
would enable a broader definition of ethical
issues, inclusive of the specifics of the market
and work environments. This offers an alterna
tive to the abstraction utilized in traditional
philosophical models. Third, the ethics of care
draw on women’s lives and perspectives as in
formative and instructive. The much heralded
change in demographics over the next few
decades, with an increasing number of women
and minorities taking on significant roles in
management, creates a greater need to build
models and paradigms on the experience of
these people. While the ethics of care may not
be fully representative, understanding this per
spective opens the way for inclusion of other
“different” voices.
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caring organizations
Jeanne M. Liedtka

A caring organization is one whose values and
practices are consistent with, and supportive of,
an ethic of care. An ethic of care focuses on the
self as connected to others, with an emphasis on
the care giver’s responsibility to the “other” to
maintain that connection (Gilligan, 1982). It is
often compared with the stereotypically mascu

line ethic of justice, with its focus on defining the
self as separate and its use of rights to protect
boundaries between the self and other. Gilligan’s
metaphor of the web to represent feminine



thinking has been juxtaposed against the use of
hierarchy to represent masculine thinking
(White, 1992).

A decade of writing in feminist morality has
focused on the concept of an ethic of care. In
examining the relevance of an ethic of care for
business practice, the question has been raised,
can organizations care’ In other words, is it
possible to take this essentially individual level
theory and extend it to the level of an organiza
tion, without subverting it in the process?

Central to the question of whether organiza
tions can care is Noddings’s (1984) distinction
between “caring for” and “caring about.” Eth
ical caring, she argues, only applies to those
persons that we care for. She uses the term
‘““aesthetical caring” for objects and things that
we care about. She is concerned about the extent
to which our caring for things subverts our
caring for people, by encouraging us to use
them instrumentally to achieve other ends.
Similarly, if it is people that we care about,
versus for, she views this as representing only a
“verbal commitment to the possibility of care.”
We cannot, she argues, care “for” those who are
beyond our reach. Caring represents a personal
investment that must always remain at the level
of “I”’; caring at the more abstract level of “We”
is an illusion. This quality of particularity is
essential. Without particularity the caring con
nection is lost and we must relabel the new
process: no longer “caring,” it becomes “‘prob
lem solving,” in Noddings’s terminology.

But what does it mean, within the literature
on feminist moral theory, to “care for” this
particular other? Noddings remains vague on
this point, alluding to an “inclination” toward
them. Along with other scholars (Held, 1993;
Ruddick, 1989), Noddings has used the relation
ship between a mother and her child to illustrate,
at its deepest level, her notion of what it means to
care. Thus, the essence of caring becomes a focus
on acceptance of the other, both in his or her
current state, and as one capable of growth.
Nurturing the development of the one cared
for becomes the critical activity in caring
relationships. To say that I care about my cus
tomers, then, would be to place them and the
potential that they represent at the center of my
attention, and to work with them to realize that
potential. In addition, caring always involves
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“feeling with” — receiving the other, rather
than projecting one’s own view onto the other.
Thus, the development process evolves out of
the aspirations and capabilities of the cared for,
rather than being driven by the needs and goals
of the care giver.

Thus, Noddings would maintain that, in
order for an organization to ‘“‘care,” such caring
would need to be:

1 focused entirely on persons, not ‘“‘quality” or
“profits,” for example;

2 an end in and of itself, and not merely a
means toward achieving quality, profits, etc.;

3 developmentally focused at a personal level,
in that it involves particular individuals
engrossed, at a subjective level, in nurtur
ing the development of other particular
individuals.

Does, then, an assembly of appropriately
caring individuals constitute a “caring” organ
ization? Considerable precedent exists, of
course, for such anthropomorphizing — we
speak of organizations that have values, that
learn, that reward. Yet it would certainly be
possible for a subgroup of caring individuals to
exist within an organization that worked to sub
vert their efforts. Thus, we would argue that a
caring organization, in addition to being com
prised of individuals who met the conditions,
would need to actively support their efforts.

In fact, some authors have argued that indi
vidual caring is only sustainable, in the long
term, within caring systems (Kahn, 1993): “To
be cared for is essential for the capacity to be
caring” (Gaylin, 1976). Caring, though a par
ticular relationship between individuals, is situ
ated within the context of a community and
derives its focus from the needs of that commu
nity. We care, not because we are inherently
“good,” Noddings asserts, but because it is
self serving for the group, as a whole, to care
for each other; care is self reinforcing within that
context. Thus, both because it derives its mean
ing within the context of community, and be
cause of the personal investment required to
care, organizations that support individual
caring, that create self reinforcing systems of
caring, are not only possible — they are essential
if caring is to persist at all.
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At this point, however, given Noddings’s con
cerns about instrumentality, we must raise the
question, can business organizations care? The
question of instrumentality and the profit
motive is a thorny one. At one level, we might
read Noddings as asserting that positive out
comes for anyone other than the cared for
could never be allowed to provide the incentive
to care, but must be viewed as mere byproducts.
Yet she acknowledges that, at the community
level, an ethic of care is clearly self serving. We
might deduce, then, that caring which both
honors the growth and development of the par
ticular individual and perpetuates the health of a
vibrant caring community (which, in turn,
fosters more growth of particular individuals) is
not instrumental. Thus, the instrumentality
caveat would be breached only by the subordin
ation of the particular other cared for to the
interests of the abstract cared about.

Other concerns raised in the literature relate
to questions about the utility of using the
mother/child dyad, so prevalent in feminist
moral writings, as a model for non familial rela
tionships and issues around freedom and fairness
that a more rights focused perspective offers.
The “mothering” image of caring that is so
powerful also raises significant concerns. One
of these relates to the issue of power. Is the
power differential between parent and child
one that we want to embrace as a model for
relationships at work? What are the risks of
replacing patriarchy with matriarchy? Few,
asserts Held (1993), in proposing her “post
patriarchal” model. Disparity in power is a
given in our society and cannot be avoided. Yet
traditional notions of power are useless in the
mothering context. Mothers, she argues, do not
“wield” power. Instead, “the power of a
mothering person is to empower others — to
foster transformational growth” through
influence.

Ferguson (1984) believes otherwise, asserting
that both the presence of inequality and the
“natural love” inherent in mothering make it
unsuitable for generalization outside the bounds
of the family. Instead, she offers the model of
citizenship, and uses the town meeting with its
decentralization, public decision making, and
openness to conflicting views as a guide for

care based organizations. Her view is strikingly
similar to that contained in Charles Handy’s call
for “federated structures,” which contain local
and separate activities served by a common
center. Such structures, he believes, led by the
center and managed by the parts, “combine the
benefits of scale and autonomy, while retaining a
sense of meaning that connects people to pur
pose” (1994: 110).

But how are concerns related to fairness and
equality addressed within a care based ethic?
Again, Held (1993) argues that our definitions
need reframing. Equality no longer corresponds
with equal rights or equal treatment; rather, it
requires that we view each member as worthy of
equal respect and consideration, and respond to
the unique needs they bring with them. In a
similar vein, Ferguson asserts freedom is essen
tial. But rather than viewing freedom as “an
arena of privacy surrounding each individual,
[where] community is a secondary arrangement
among already autonomous beings; freedom
must be located in relations among others. ..
caring for others by caring for their freedom”
(1984: 31).

Thus, the issues of freedom, fairness, and
power can be reconciled within the framework
of a care based organization. Gilligan, in fact,
believes that rights are an essential, though not
dominant, component of caring. Without rights,
“the injunction to care is paralyzing, rights allow
us to appropriately value self interest...to act
responsively towards self and others and thus to
sustain connection” (1982: 149).
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case method
FJames G. Clawson

The use of descriptions of situations, called
“cases,” as a basis for discussion in teaching.
Cases, which may be oral or written, actual or
invented, provide students with a common set of
data that they can read, analyze, and discuss.
The Harvard Business School borrowed the
technique from the medical and legal educa

tional processes to become, in 1919, the first
champion of the use of written, actual cases in
business education. T'wo other schools, the Dar

den Graduate School of Business at the Univer

sity of Virginia and the University of Western
Ontario in Canada, later also became primarily
case oriented schools. Many other schools use
cases to varying degrees and in various ways.
Written cases vary in length from one to almost
100 pages; the usual length is between 15 and 25
pages.

Case method is used to refer to a wide range of
case based instructional methodology, most
clearly seen in the proportion of teacher to stu
dent talk. The “classical” Harvard method was
intended to provide intelligent, experienced stu
dents with actual, current descriptions of diffi
cult business problems and let the students, at
their own pace and level of insight, debate the
different aspects of the problems with their
peers. This was a “student centered” approach
in that the discussion relied heavily on the ex
perience, analysis, contributions, and insight of
the students. Some Harvard professors occa
sionally said nothing during a class. This ap
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proach relied on a four step learning process:
careful pre class individual preparation, con
tinued analysis in small study groups, large,
full class debate, and post class personal distil
lation of general principles.

At the other end of the scale, cases are often
used by instructors elsewhere as illustrations of
lectured, theoretical points. This ‘“instructor
based” use of cases proceeds at the pace and
level of insight comfortable to the professor
such that students might never speak. Here,
what is to be learned is determined by the in
structor rather than the student.

Case advocates argue that the classical case
method is more effective because it begins
where students are, proceeds at their pace on
pragmatic rather than theoretical problems, and
infuses energy into the learning process, hence
accelerating the development of business judg
ment. Dissidents argue that cases are single
examples missing the generalizable lessons of
larger sample pools, that the classical case ap
proach ignores the input of more experienced
instructors, and that case classes are easily ma
nipulated by case instructors in case selection
and presentation.

Current decision based cases and skilled in
structors are the lifeblood of the case method.
Finding, researching, and writing good cases is a
mixture of science and art that is time consum
ing and expensive, often requiring a month or
more of a researcher’s time. Good cases present
rich data surrounding an important decision to
be made in such a way that many avenues could
be argued reasonably. Case courses are built by
the selection of cases that present a sequential
series of decisions that follow the design inten
tions of the instructor.
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casuistry
Albert R. Jonsen

A word coined, and almost always used, with a
pejorative intent: it refers to the ability of clever
and devious persons to argue, under the cover of
specious moral reasons, for the rightness of their
own case. Historically, this negative meaning
arose out of theological disputes of the seven
teenth century. At that time, Roman Catholic
theologians commonly presented ‘“‘cases of con
science,” short analyses of a wide variety of
moral dilemmas, to educate believers about
their moral duties and to help confessors judge
the seriousness of sins and faults revealed to
them in confession. Although this study had
been common since the late Middle Ages, it
aroused vigorous opposition from the Protestant
Reformers and, in particular, from rigorist
French Catholics, called Jansenists, in the mid
1660s. One of those, the brilliant mathematician
Blaise Pascal, attacked the professors of cases of
conscience, accusing them of a lax and self
serving interpretation of the laws of God and
the church. His attack, The Provincial Letters,
was a literary success and tarnished the reputa
tion of “cases of conscience.” The word “casuis
try” itself was coined in a similarly sarcastic vein
by the English poet Alexander Pope in 1702.
Since that time it is applied almost exclusively
to a moral argument that is seen as overly com
plex, devious, and self justifying. A patently ob
vious example: the general said that Vietnam
villages had to be destroyed in order to save them.
This pejorative meaning, however, hides an
important feature of moral reasoning and a re
spectable method for analyzing it. The import
ant feature of moral reasoning arises from the
fact that moral dilemmas are posed in particular
cases. The conflict of moral principles appears in
a set of unique circumstances. The circum
stances and their relationship to the principles
must be understood as precisely as possible in
order to reach a judgment. An appreciation of
this fact gave rise to the method of “cases of
conscience.” That method, in essence, called
for a careful examination of the proposed case
and a comparison of the case to other cases in
which similar problems appeared. Such com
parison would often show why a change of cir
cumstances rendered one case a more or less

serious matter than the other. Careful methods
were developed to analyze the relevant features
of cases and to draw appropriate comparisons.
The authors of these cases of conscience carried
on incessant critique of each other’s work, at

tempting to show inconsistencies in argument or
offering stronger reasons to support conclusions.
This constant dialogue about cases kept the clas

sical casuists honest, although there were exag

gerated practitioners of the art. The value of the
method was that it made persons sensitive to the
special features of cases and refined their moral
judgment about them.

This method contrasts with the broad, ab
stract study of morality that appears in the
standard academic disciplines that deal with
morality, moral philosophy, and theological
ethics. These disciplines usually devise compre
hensive theories of morality. In recent times the
moral disciplines have neglected case analysis.
However, the interest in the ethics of medicine
and healthcare that emerged in the 1970s under
the title “bioethics” drew attention to the need
for close case analysis: cases are the stuff of
medicine. Thus, casuistry, as a method for eth
ical analysis, was rediscovered.

Other areas of ethical concern, such as busi
ness, journalism, politics, and media, find the
case approach congenial. It allows practitioners
in the field to work with materials familiar to
them and brings the moral issues close to the
practical realities of their activities. It is interest
ing to note that in one of the earliest case discus
sions in an ethical treatise, the Roman
philosopher Cicero offers two cases about busi
ness ethics, one in which a seller of property
wonders how truthful he must be about the con
dition of the house, the other in which a mer
chant wonders how to set a fair price for grainina
famine (On Duties 111, 13—15). In both cases, the
considerations offered by the ancient philoso
pher are relevant to modern business.

The case method is familiar to all students of
business and finance, since it was introduced at
the Harvard Business School as a basic teaching
technique in the 1920s. The Business School
adopted the method from the Harvard Law and
Medical Schools, which had initiated this tech
nique in the late 1890s. When used as a teaching
technique, it can stimulate vivid discussion and
creative solutions to problems. However, in



business, law, and medicine, the ethical dimen
sions are seldom factored into the cases. The
contemporary interest in ethics in these fields
may encourage a more sophisticated attempt to
create a casuistry. This requires not only the
presentation of the facts of the case in a realistic
way, but also the invention of a method of inter
preting ethical values in the setting of those facts.

This method must include statements of the
goals and essential elements of the enterprise, in
addition to its place within the wider society.
These features are associated with the range of
moral values and principles that naturally come
to mind when the enterprise is considered.
Thus, in medicine the doctor’s duty to benefit
the patient and the autonomy of the patient’s
choice; in diplomacy, the responsibility of fur
thering the interest of the nation and fidelity to
agreements; in business, the legitimacy of profit
and the value of honesty. Even in the abstract,
these values and principles are somewhat in op
position and, in the concreteness of the case, may
come into conflict. Thus a casuistry for each
enterprise will work at the intersection of the
general features and values of the enterprise
and the particular circumstances of the case.
The results of this analysis will sometimes
show that there is no conflict, but more often
suggest ways of minimizing or eliminating con
flict. In some cases, it will reveal the stark choice,
unavoidable by the responsible person, between
good and evil, right and wrong.
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Catholic social teaching
Oliver F. Williams

The view that capitalism considered in isolation
from a context of a humane community seems
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inevitably to shape people into greedy and in
sensitive human beings.

While there has always been some reflection
on the social and political implications of biblical
teaching, within the last one hundred years there
has developed a body of official Catholic Church
teaching on social ethics known as Catholic
Social Teaching. The insight of church teaching
accepts the market economy but with a key
qualification that the state intervene where es
sential to promote and protect human dignity.
Most official church teachings are promulgated
as pastoral letters of a national conference of
bishops or as encyclicals, pastoral letters issued
by the pope as the chief shepherd of the church.
An encyclical’s title is taken from the first two
words in the Latin edition.

At their best, church statements that reflect
on and offer guidance to capitalist economies are
attempts to be a moral force, ensuring that an
acquisitive economy does not degenerate into an
acquisitive society. For example, Pope Leo XIII
in Rerun Novarum (1891) put the church
squarely on the side of the workers in the
struggle for recognition of labor unions. Monsi
gnor John A. Ryan was most influential in Cath
olic circles, writing A Living Wage (1906) and
Distributive Justice (1916). Ryan drafted a crucial
document of the National Catholic Welfare Con
ference (the predecessor of the United States
Catholic Conference), issued in 1919 by the US
bishops and often cited as the forerunner of some
of Franklin Roosevelt’s New Deal policies.
Titled Social Reconstruction: A General Review
of the Problems and Survey of Remedies, Ryan’s
document offered a moral perspective on the
economy and made suggestions for such reforms
as minimum wage laws, child labor laws, the
right of labor to organize, and unemployment
and health insurance. For the most part, Ryan’s
suggestions have become public policy in the
United States.

In 1931 Pope Pius XI issued Quadragesimo
Anno. While its proposed alternative model of
society is of dubious value today, the role of the
church as an agent of change in the sociopolitical
order was clearly established. Three principles
enunciated in the document have been dominant
in all subsequent Catholic social theory: the
need to protect the dignity of the person;
the concern that organizations be no larger than
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necessary — subsidiarity; and the focus on the
necessity for mediating structures (family, pro
fessional associations, church, etc.) between the
person and the state.

Quadragesimo Anno outlined a vision of society
and its relationship to the state which has con
tinued to develop in Catholic social thought.
Society is composed of all the various groupings
that people find necessary or helpful — families,
churches, unions, professional associations,
business corporations, social clubs, neighbor
hood associations, and so on. The role of the
state is to be in the service of society, that is, its
role is primarily to facilitate the cooperation and
well being of all these groupings or “mediating
structures” as they are often called today. The
encyclical uses the verbs direct, watch, urge, and
restrain “‘as occasion requires and necessity
demands” when describing the role of the state
(para. 80). The 1961 encyclical of Pope John
XXIIIL, Mater et Magistra, employs similar
terms: the role of the state is to “‘encourage,
stimulate, regulate, supplement, and comple
ment”’ (para. 53).

Catholic social thought is ever vigilant against
collectivist tendencies which tend to obliterate
legitimate mediating structures. This defense of
personal rights is clearly evident in the 1981
encyclical Laborem FExercens, in which Pope
John Paul II vigorously defends the solidarity
of workers and their right to come together in
organizations to defend common interests.
Eschewing the model of interest group plural
ism which tends to view the world exclusively
through the prism of one set of interests, Cath
olic social thought repeatedly returns to the
notion of the common good as the appropriate
context in which to consider one’s own interests.
John Paul II emphasizes this point in Laborem
Exercens.

Assuming that human nature is flawed, one of
the roles of the state, according to this religious
perspective, is to facilitate the growth of desir
able character traits and mute those that are less
noble. Yet there is a confidence in the goodness,
the cooperative dimension of the person, so that
the social constraints of the state are designed to
enhance human freedom and curtail selfishness
for the common good.

This confidence in the fundamental goodness
of the person underlies the church’s basic strat

egy of appealing to the consciences of those who
control wealth and power, to bring about basic
changes in society that are designed to alleviate
the plight of the poor. Pope Paul VI in Popu
lorum  Progressio (Development of Peoples)
argues for a new international economic order,
but he appeals for strategies of negotiation and
consensus rather than any violent means.

The 1991 encyclical Centesimus Annus of Pope
John Paul II is perhaps the most forthright de
fense of the wealth creating capacity of a market
economy, but it too stresses a modest role for
government intervention to ensure a humane
community. A major theme of the criticism of
capitalism by the church is summed up well by
John Paul 11, in speaking of alienation. He notes
that the Marxist analysis of alienation is false,
but there is a type of alienation in our life today.
The point is that it is quite possible for people in
a market economy to lose touch with any real
meaning or value in life (para. 4). One of the
ways this happens is called “consumerism,” an
easily misunderstood term. Consumerism, as a
pejorative term, is certainly not referring to the
consumption of material goods, which is, after
all, required for a market economy to function
and for people to have employment. Consumer
ism refers to that aberration where people are led
to believe that happiness and self fulfillment are
found solely in acquiring material goods. The
values of friendship, music, and beauty, for
example, come to pale in importance and, be
cause basic, non materialistic needs are not met,
there is alienation. Consumer advocates in the
United States have long been critical of certain
kinds of advertising because of their adverse
cultural and social effects similar to those de
scribed above. Seeking ways to strengthen the
influence of the family, the schools, and the
church is the challenge put forward. Some dis
ciples of Adam Smith believed in God’s provi
dence working to ensure the common good, a
self regulating economy. Catholic social teach
ing says, in effect, that we must make God’s
work our own.
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character
Edwin M. Hartman

Character is revealed in a person’s typical behav
ior in important matters, including moral ones.
Your character may be good or bad according to
whether you are virtuous or vicious, and strong
or weak according to whether you can be relied
on to act on your values even under pressure.
Ethicists and psychologists, particularly person
ality theorists, study character and the causal and
conceptual links among traits.

To identify your self with your character is
misleading in this sense: a significant character
change would not by itself mean that you have
ceased to exist and have been replaced by some
one else. Yet an extreme change in character may
justify saying, meaningfully but with some exag
geration, that Jones is a different man, or not the
man [ married. Strong character does have to do
with consistency of thought, value, and action
over time. One who is consistent in this way,
especially one who acts according to the values
one espouses, is a person of integrity.

Aristotle famously claims that ethics is pri
marily about the virtues of character rather
than about principles, though he grants prin
ciples a role in ethics. His view is no longer
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quaint: in recent years the notions of virtue and
character have gained respectability among busi
ness ethicists.

This is not to say that character and virtue
have obviated principles. We cannot assume that
any single sort of ethical theory will address all
issues equally well, but principle based theories
seem particularly ill suited to certain practical
moral issues with which managers and others
must often deal. Faced with a moral problem
that requires action, a manager will likely find
that (for example) Kantian ethics and utilitarian
ism yield no determinate results, but instead
create subsidiary arguments about the right
sort of preference, or the precise maxim of the
act in question. If those arguments could be
settled, there would be a further one about
which of the general approaches is right. If that
problem could be solved, moreover, there would
still be the practical issue of whether people will
actually do the right thing, as those of good
character do. Depending in part on the nature,
size, and environment of an organization, a man
ager may be able to bring about morally good
behavior most effectively by populating the or
ganization with employees of good and strong
character rather than by enforcing moral rules.

If the virtues of character were simply dispos
itions to act according to certain principles, then
virtue and character ethics would not differ from
principle based ethics; but virtue and character
ethicists deny that there are algorithms linking
virtues to action guiding principles. On the con
trary, a person of good character does not merely
act according to principles, but in cases in which
principles give little guidance is also sensitive to
all significant aspects of the situation, including
possible indirect and long term consequences.
This practical wisdom resembles the ability of a
consistently successful business person to assess
opportunities and act effectively; it is not a
matter of simply knowing textbook rules, im
portant as these may be.

A person of good and strong character is one
whose interests are such that being moral makes
him or her happy and fulfilled. For such a person
the question “Why is it in my best interests to be
moral?”” can hardly arise. A life anchored by a set
of clear and coherent values will likely be prefer
able to one in which happiness is based on
ephemera. But couldn’t a bad person of strong
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character be equally well off? Probably not: such
people arouse opposition and lose the benefits of
cooperation.

A person of bad character is capable of good
acts where these serve that person’s interests or
fit enforced norms comfortably, much as a
person who lacks knowledge may make true
statements. But just as education is a matter of
imparting actual knowledge, so training in
morality should build good character. Acting
morally need not be painful — for the person of
good character it is not — but it cannot be based
on self interest alone.

To understand how your virtues are related
and why you have them requires understanding
your character, of which virtues are its iceberg’s
tip. Teachers, parents, and managers who would
affect character must consider psychological re
lations, which are not relations merely among
virtues. Here is another reason why a character
is not simply a disposition to act in a certain way:
a character trait has no less ontological status
than does a psychological state, which is not a
mere disposition. A description of a character
trait may explain a whole set of virtues. In fact,
a particular trait (firmness, for example) may be
the psychological basis of both a virtue (courage)
and a vice (obstinacy), especially in one who is
not perfectly rational.

A pervasive organizational culture can make
people of weak character act against their values,
though it may occasionally support good charac
ter. There is no obligation for managers to im
prove their employees’ character, but they
should maintain an organization in which good
character does not put one at a disadvantage.

Can character be taught, by business ethics
professors or anyone else? If, as Aristotle claims,
habituation creates character, there is a problem:
how can character be related to the rationality
definitive of humans, whereby the agent controls
ephemeral desires in aid of an appropriate long
term conception of happiness? If building char
acter is just a matter of forming habits, then
moral education should proceed not by appeals
to the intellect but by positive and negative re
inforcement, and business ethics courses taught
in the usual way are a waste of time, and too late.

Yet a business ethics course may indeed help
build character. The case study method, or case
method, can assist students in developing prac

tical wisdom, including the sensitivity to details,
consequences, and nuances that we attribute to a
person of character. Insofar as it deals with issues
of character, moreover, a course in business
ethics can show the moral importance of corpor
ate culture and of a human resources policy that
takes character into account.
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China, business ethics in
Georges Enderle

Business ethics faces a vast array of daunting
challenges in China. Many observers of China’s
development, particularly from outside the
country, see an urgent need to address these
ethical challenges, while others believe that the
time for business ethics has not yet come. Be

cause of the size of the country, with its 1.3
billion people, and the pace of change, develop

ing business ethics in China is a highly complex
task. Thus, the approach must be comprehen

sive as well as differentiated (see Enderle, 2003).
To focus solely on what individuals and organ

izations can and should do (which is a tendency
of business ethics in the USA) does not suffice;
and to deal only with questions of the economic
system or economic order (as many Europeans
tend to understand business ethics) is not suffi

cient either. Instead, business ethics in China
has to come to grips with all three levels: the



individual, organizational and systemic. It is best
expressed in Chinese by the now commonly used
term jingyi lunli, that is, ethics in the economic
sphere of life, including and going beyond
“business ethics” as ‘“corporate ethics” or
“management ethics.”

Although it appears premature to assess the
emergence of business ethics in China in the last
ten or more years, four important features al
ready have become unmistakably clear.

1 Contrary to a belief widely held in Western
countries, there is no “‘ethical vacuum” in
China. Confucian ethics, with its 2,500 year
history, socialist ethics promulgated since
1949, and many Western and other influ
ences have combined to create a kind of
ethical awareness that sharply contrasts
with a “value free” view of business. This
does not mean that China has a unified and
consistent ethical understanding. Indeed,
one can observe not only moral pluralism
but also much moral confusion (which, by
the way, also characterizes other countries in
varying degrees). To put it simply, the ques
tion is less whether or not ethics matters and
more what kind of ethics should be applied.

2 Given the extremely complex and dynamic
transformation process being experienced by
China, there is an urgent need to build up
formal institutions that are effective, stable,
and fair. Of course, institution building is a
difficult and lengthy process and cannot suc
ceed without numerous trials and errors. Yet
such a buildup is essential from the ethical
perspective because institutions and the lack
thereof shape, for better or worse, the behav
ior of individuals and organizations. Those
who conceive ethics in only personal terms
have difficulty recognizing the crucial im
portance of institutional ethics. Well under
stood, it does not diminish in any way the
indispensability of personal ethics.

3 With national economic reform the world of
enterprises in China has changed dramatic
ally. Not only have business organizations
multiplied and taken on a wide variety of
forms; more importantly, they have grad
ually gained more autonomy and greater
freedom. Accordingly, the presuppositions
for corporate ethics have been established.
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There is no doubt that, for the development
of business ethics in China, the roles and
responsibilities of business organizations, be
they Chinese, joint ventures, or foreign com
panies, are becoming increasingly important.
If, as stated above, a kind of ethical awareness
exists in China today, it will be interesting to
observe how this impacts the shape of busi
ness organizations.

4 Talking about business ethics in China
evokes many questions in the West as to
whether or not the cultural differences be
tween the two prevent a genuine mutual
understanding. Such questioning is part of
a necessary and healthy process to neutralize
naive assumptions about Chinese attitudes
and behavior and to identify real cultural
differences. At the same time, to take all
cultural differences as insurmountable
seems equally naive and unacceptable. Con
tinuous and open communication can cer
tainly reduce the “cultural obstacles”
significantly, and cultural diversity does not
necessarily mean ethical relativism. The de
velopment of business ethics in China needs
to address cultural differences and to find a
common ethical ground supported by a ma
jority of Chinese and in accord with inter
national standards.

These four essential features form the back
drop against which the following challenges gain
a clearer profile.

SUSTAINABLE HUMAN DEVELOPMENT

The overall challenge for China (as for other
“developing” and ‘“developed” countries) is
striving for ‘“‘sustainable human development.”
This means, in a nutshell, “a process of enlarg
ing people’s choices,” as proposed by the United
Nations Development Program in its Human
Development Reports since 1990 (see, particu
larly, the report on China, UNDP 1999). It
involves the long term perspective of ‘“‘sustain
ability,” defined by the World Commission on
Development and Environment in 1987 as
follows: “to meet the needs of the present with
out compromising the ability of future gener
ations to meet their own needs.” China faces
enormous environmental challenges, to a consid
erable extent because of rampant economic
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growth and despite fairly advanced environmen
tal laws and regulations. Among the most im
portant problems is the widespread reliance on
polluting coal energy, the effects of acid rain, the
pollution of Chinese cities, and the waste of
energy sources in the building and transporta
tion sectors.

Moreover, the concept of human develop
ment has been enriched by Amartya Sen with
five types of “real freedoms that people enjoy,”
namely ‘“political freedoms, economic facilities,
social opportunities, transparency guarantees,
and protective security” (Sen, 1999). Bench
marked against these freedoms, China has a
mixed record. In terms of economic facilities
and social opportunities (providing basic health
care and education to all citizens), China has
been widely successful. With regard to political
freedoms and transparency guarantees, the
record indicates that the country has much
catching up to do. This matters not only because
these freedoms are important in themselves, but
also because they are instrumental in achieving
other types of freedom. Protective security also
presents a big challenge for China, as the country
steadily moves from a centrally planned econ
omy (guaranteeing an ‘“‘iron bowl” to everybody)
to a market economy that needs to be comple
mented with a social security system. Regarding
economic facilities in the future, China has to
pursue a policy of sustainable economic growth
with equity. It would be myopic to concentrate
all economic efforts on production and efficiency
while disregarding the distributional side of this
process. The reduction of poverty, the contain
ment of income inequality, and the creation of
employment on a large scale are imperatives for
the survival of the nation. Suffice it to mention
that China needs to create approximately 40
million new jobs per year in 2000-20 in order
to employ the surplus labor from the agricultural
sector (a staggering number compared to the 5-9
million jobs created annually by the modern
sector in recent years, with the economy growing
at an annual rate of not less than 7 percent; see
Pastor, Videla, and He, forthcoming).

A MODERN SYSTEM OF RELATIVELY
AUTONOMOUS SOCIAL INSTITUTIONS

In China, personal relations (guanxi) have trad
itionally played a pivotal role in business and

other spheres of life. However, with the intro

duction of the rule of law and a modern market
economy that heavily rely on anonymous rules
and transactions, the importance of personal re

lations has been reduced considerably, and re

specting institutional requirements without
undue influence of personal relations has been
a continuous struggle. Moreover, the transition
from a centrally planned economy to a market
economy involves multiple trends of “‘separ

ation” or disentanglement: the political sphere
and the economic sphere become more distinct
entities. A civil sphere with a certain independ

ence from the political and economic sphere is
emerging. Within the economic sphere, many
different forms of companies have developed.
State owned enterprises and state agencies have
changed into “legal persons” and independent
enterprises. And ownership rights and manage

ment rights are split up. This process of disen

tanglement, characteristic of “modernization,”
allows for more autonomy of different social
institutions, a better focus on their specific
roles, agents, and objectives, and more efficiency
and effectiveness in pursuing these multiple
purposes. But it also threatens the existing
power structure and administrative monopoly,
and calls for a common ethical ground and
a strong legal framework in order to hold
Chinese society together in this process of
disentanglement.

It goes without saying that such a transition
creates considerable uncertainties and conflicts.
What is the proper role of personal relations in
modern business? How far can and should the
process of institutional disentanglement go? As a
matter of fact, as long as personal relations are
the decisive factor of decision making in govern
ment and business, the public suffers from a
bewildering lack of transparency and under
standably becomes more suspicious and distrust
ful. And as long as social institutions keep being
closely entangled (particularly through the
“government approval system’), the already
rampant problem of corruption expands even
further.

WnaTt Kinp oF CommoN ETHICAL
(GGROUND?

For these (and other) reasons, the quest for a
common ethical ground is imperative for the



survival and flourishing of business and society
in China. As mentioned earlier, China can tap
powerful ethical resources (such as Confucian
ism, socialist ethics, and many Western and
other ethical traditions), which should be con
sidered assets rather than liabilities. Moreover,
despite the frenzy of searching for a quick profit
and worshiping money, there is still a wide
spread desire for a long term and balanced per
spective, and the five types of “real freedoms
that people enjoy” (Sen) can enlighten this
quest substantially.

Confucianism, an ethics of virtue (see Cua,
2001), guided by the ethical ideal of a good
human life as a whole (dao), stresses character
formation or personal cultivation of virtues (de);
first the basic, interdependent virtues of ren
(love and care for one’s fellows), /i (a set of
rules of proper conduct), and y: (reasoned judg
ment concerning the right thing to do); then the
dependent virtues of filiality, respectfulness,
trustworthiness, and others. It emphasizes the
Golden Rule (““What I don’t want others to do to
me, I do not want to do to others”: Confucius,
Analects 5:12). Like other traditional Chinese
approaches to ethics, Confucian ethics is of a
communitarian nature. It aims for a well
ordered society based on good government that
is responsive to the needs of the people, to issues
of wise management of natural resources, and to
just distribution of burdens and benefits. Con
temporary challenges are: how to come to grips
with gender equality, how to apply this virtue
ethics to economic and political institutions, and
how to fully recognize the importance of the law.

Characteristic of socialist ethics is a strong
concern for the interests of society, including
“social stability,” urged by the Chinese govern
ment over the last twenty years. Compared to
Confucianism, an important socialist objective
has been the advancement of the role of women
and gender equality. In order to clarify and pro
mote socialist ethics, the Central Committee of
the Communist Party of China issued various
key documents on the reform of the economic
system (October 1984, November 1993, October
2003) and on ethical and spiritual civilization
(October 1996, November 2001). As a case in
point, the resolutions of October 1996 vigor
ously and directly emphasize the crucial role of
ethical and cultural progress. They do not speak
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of ““individual rights,” but rather of ‘“the per
sonal legitimate interests of the citizens” which
should be fully respected. Since then, it is note
worthy that the discussion about individual
rights has intensified in academic and business
circles, and there are Chinese companies
(though not many) that are committed to re
specting and promoting the human rights of
their employees.

The third set of ethical resources available to
the Chinese are derived from other cultures, and
an overview, limited to Western resources, will
be even sketchier than the previous discussion of
China’s internal resources, since it cannot ac
count for the ethical thoughts offered by Japan,
India, and other countries. A major contribution
of the West is certainly the notion of basic indi
vidual freedoms and rights, which embody an
essential part of human dignity and should be
incorporated in and respected by any social insti
tution. Another important value is transparency
based on a modern system of relatively autono
mous social institutions. It is an indispensable
condition for building and maintaining the con
fidence needed for the functioning of any com
plex society. In addition, there is a basic
assumption, though often ignored, that ethical
responsibility presupposes freedom, and the
bigger the space of freedom of the moral actor,
the greater is his or her ethical responsibility. If
the market economy is not just a ‘“mechanism,”
but a place in which human freedom is at stake,
ethics, epitomized in responsibility, must play a
central role in the market economy. Similar to
other resources, caveats are in order. The em
phasis on individual rights does not necessarily
imply an individualistic philosophy, but can be
supported by a communitarian view as well. And
the “value free” view of business and econom
ics, widely advocated in the West, avoids ad
dressing tough questions about a common
ethical ground and appears unable to take up
this crucial challenge for business ethics in
China.

Morke SpeciFic CHALLENGES

As China is becoming the manufacturing
powerhouse of the world, not only the quality
of the goods but also the quality of the working
conditions is increasingly coming under
scrutiny (see Santoro, 2000) and the treatment
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of employees — including recruitment, training,
promotion, and layoffs — needs serious ethical
examination. The reform of the banking and
financial sector is a top priority. It can learn
from recent developments in the USA and
should promote, as an important objective, pro
fessional ethics in accountancy and financial ser
vices. As they gain more autonomy and freedom,
companies in China (including state owned en
terprises) must bear more moral responsibility.
Increasingly exposed to public criticism, they
have to establish and live up to high standards
of corporate governance and improve their cul
tures in ethical terms as well. Multiple experi
ences with business leaders, ranging from the
scandalous to the exemplary, have made the
question of ethical leadership a hotly debated
issue. On top of these and other challenges,
China faces globalization. It has to speed up
and strengthen its reform to adjust itself to inter
national technical, legal, and ethical standards.
At the same time, as a major economic power, it
is expected to play a constructive and respon
sible part in shaping globalization. (For an early
report on business ethics in China, see Lu 1997;
for a recent discussion on major issues, see L.u
and Enderle, 2004.)
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codes of ethics
Leo V. Ryan

(Also called codes of conduct or professional
codes): statements of behavioral expectations
and ideals common to various groups which
may be general or specific; aspirational, educa
tional or regulatory; prescriptive or proscriptive;
usually developed to affirm organizational goals
and ideals stressing adherence to legal, moral,
cultural, and ethical standards and relating them
to constituencies served. Codes usually combine
both philosophical and the practical elements.

Codes also relate to value statements and
credos. Value statements expand mission state
ments and describe how these ideals influence
organizational performance (e.g., the Golden
Rule). A credo describes ethical responsibilities
to shareholders (e.g., the Johnson and Johnson
Credo).

Codes present detailed information on organ
izational moral values and ethical policies, fre
quently designed to influence personal behavior
and to promote positive interpersonal relation
ships. Codes are acknowledged as the primary
means of institutionalizing ethics into the cul
ture, religion, professions, learned societies, and
in domestic and international corporations.

Historically, the Code of Hammurabi con
tained almost 300 paragraphs of rules governing
business, moral, and social life reaching back
into the third millennium BcC, to the earlier
Codes of UrNammu (ca. 2060-2043 Bc), the
Code of Lipit Ishtar (ca. 1983-1733 BC), and
the Code of Eshnunnia (ca. 1950 Bc). These
codes were compilations of customs, laws, and
rules of ancient Mesopotamia, going back to
Sumerian times.

The 1993 Centennial Parliament of the
World’s Religions adopted a Declaration Toward
a Global Ethic signed by fourteen world reli
gions. The Declaration promotes a universal
Code of Ethics to augment, neither to diminish
nor replace, the ethical codes defined by the
Torah (Jewish), the New Testament (Christian),
the Qur’an (Muslim), the Bhagavad Gita
(Hindu), and the Discourses of Buddha (Confu
cian). Also in 1993, a “Code of Ethics in Inter
national Business” was developed by Christian,
Muslim, and Jewish business, government, and
religious leaders meeting in Amman, Jordan.



Universal codes of conduct have been de
veloped and promoted by the United Nations,
by various UN agencies, and by governmental
and intergovernmental bodies. Codes of conduct
are essential elements of the historically recog
nized professions (medicine, law, and clergy).
Most learned societies, corporations, and trade
associations have adopted codes, and increas
ingly non governmental organizations (NGOs),
grassroots organizations (GROs), and grassroots
support organizations (GRSOs) have also de
veloped codes of conduct.

William Frederick identified six “landmark
multilateral international codes developed from
1948-1998.” They were:

1 UN Declaration of Human Rights (1948)
European Convention on Human Rights
(1950)

Helsinki Final Act (1975)

4 Organization for Economic Cooperation and
Development (OEDC) Guidelines for
Multinational Enterprises (1977)

5 International Labor Office (ILO) Tripartite
Declaration (1977)

6 UN Code of Conduct on Transnational Cor
porations (1972-1990)

(Williams, 2000: 173)

(98

The UN initiative promoting codes began in
1977 with the establishment of the UN Commis
sion on Transnational Corporations (UNCTC),
with an initial mandate to give ‘“‘highest priority”
to drafting a “Code of Conduct for Trans
national Corporations.” In 1976 the UN Secre
tariat presented a report on Tramsnational
Corporations: Issues Involved in the Formulation
of a Code of Conduct. The final draft, introduced
in 1991, took 14 years to develop, which illus
trates the complexity of achieving code consen
sus among corporations and NGOs. The draft
had yet to be adopted by the UN in 2003
(www.unglobalcompact.org).

Even before the UN initiative, the American
Management Association (AMA) analyzed and
promoted corporate ‘‘creeds” and ‘‘credos”
(1958). The Conference Board (1987) found 76
percent of the 300 major corporations surveyed,
developed or had codes before 1984. The Busi
ness Road Table (1988) published ‘““Corporate
Ethics: A Prime Business Asset.” A 1992 study
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showed 93 percent of the 800 Company Forbes
500 firms had codes of ethics, while 43 percent
had credos and 65 percent had value statements.

Corporate ethical crises increase the demand
for codes. The 1958—61 Justice Department in
vestigation of the electrical industry antitrust
practices prompted Secretary of Commerce
Luther H. Hodges to establish the Business
Ethics Advisory Council (1961). The 1973-6
SEC investigations of defense contractors for
domestic and foreign bribery led to the Foreign
Corrupt Practices Act (FCPA) in 1977. Events
around Michael Milken and Ivan Boesky in the
1980s activated interest in codes governing se
curity regulations. The Enron, Arthur Ander
sen, WorldCom, and Martha Stewart scandals of
2002-3 prompted the Sarbanes Oxley Corpor
ate Responsibility Act (2002), which focuses on
corporate conduct and governance. Such events
heightened interest in ethical codes and hastened
their adoption or revision by domestic and inter
national corporations.

The Caux Roundtable (CRT) was founded in
1986 by senior business executives from Japan,
Europe, and North America. Initially, they or
ganized a meeting in Caux, Switzerland, to ex
plore ways to lessen trade tensions but, by 1992,
CRT realized that moral and ethical principles
were essential for efficient global business.
Earlier Minneapolis St. Paul business leaders
established the Minnesota Center for Corporate
Responsibility (MCCR) (1976) and by 1991 had
adopted “Minnesota Principles: Toward an Eth
ical Basis for Global Business.” The CRT dis
covered that MCCR had already designed a
code; after two CRT-MCCR meetings, CRT
adopted the Minnesota Code, incorporating
their Preamble verbatim. ‘“The Caux Principles
for Business Behavior for a Better World” was
launched in July 1994. The Caux Principles are
widely accepted by business because knowledge
able business executives participated in writing
the code (www.cauxroundtable.org).

The Interfaith Center for Corporate Respon
sibility (ICCR) developed between 1995 and
1998 ““Global Corporate Responsibility: Bench
marks for Measuring Business Performance.”
The ICCR Principles incorporated eleven add
itional codes as appendices.

The Reverend Leon Sullivan, concerned
about developments in South Africa, enlisted a
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small group of business executives to help de
velop the document “Principles of US Firms
with Affiliates in the Republic of South Africa.”
The draft document (December 1976) enunci
ated six principles governing business relations
with South Africa. By March 1987 the Sullivan
Principles were launched with twelve corporate
signatories. ‘““The Global Sullivan Principles”
are among the most widely known codes ad
dressing external business practices in a particu
lar country. The McBride Principles for Ireland
are another. Another, ‘““The International Code
of Ethics for Canadian Business,” was developed
jointly by the Ministries of Foreign Affairs and
International Trade (September 1977).

The International Chamber of Commerce
(ICC) in 1991 published “The Business Charter
for Sustainable Development.” “The Code of
Best Practice,” popularly called the Cadbury
Code after the chairman, was produced by the
Committee on Financial Aspects of Corporate
Governance (UK) (1992). The Coalition for En
vironmentally Responsible Economics, repre
senting investors and four environmentally
concerned NGOs, reacting to the Alaska Exxon
oil spill at Valdez, in 1992 devised the Ceres
Principles, initially called Valdez Principles.
General Motors adopted the Ceres Principles
(1994), as did various British companies. Both
the Sullivan and Ceres Principles were initially
rejected as radical and unrealistic, but subse
quent revisions, executive involvement, and
sponsor education prompted their eventual ac
ceptance and adoption.

Multiple governments and NGOs have de
vised codes with minimal success, due to diffi
culties in  monitoring and meaningful
enforcement mechanisms. Individual corporate
codes have been more successful because of
more immediate control over enforcement. Ef
fective codes require precise drafting, specific
focus, a monitoring system, and a process for
effective enforcement. Equally essential are a
critical mass of persons committed to systemic
change, who have the capacity to effect change.

Enforcement of codes presumes promulga
tion, implementation, and incorporation into
the system to ensure compliance. Advocates
and critics agree that code enforcement often
fails because of inadequate communication, in
consistent implementation, and weak systems of

enforcement. Complying with the “spirit of the
code” is often too general and sporadic; comply
ing with the “letter of the law” too legalistic and
stultifying. Because codes mix ideals, rules,
protocols, laws, and etiquette, enforcement
often allows various interpretations, suffers the
risk of unequal application, and potentially
results in discrimination and injustice. Internal
code compliance involves supervision, ethics
training, ethics officers or ombudsmen, and
review panels. External compliance involves
audits, government regulation and enforcement,
and the courts.

Only cooperatively developed, carefully ar
ticulated, clearly understood, widely promul
gated, and sympathetically enforced codes
preserve the individual conscience, promote the
ethical environment, and permit the code to be
efficacious — whether in the corporate or public
sector.

Future codes will continue to address com
pany authority, employee rights and obligations,
and introduce more specific stakeholder refer
ences, with increasing emphasis on accountabil
ity, consumer sovereignty, corporate citizenship,
corporate social responsibility, transparency,
globalization, environmental protection, and
emerging public interest areas. Codes are recog
nized as only one aspect of a larger system of
institutional efforts directed to developing and
promoting an ethical environment.
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coercion
Alan Wertheimer

is one of a family of concepts such as duress and
force. It refers to one method by which one
person can motivate another to do something.
We typically say that A coerces B to do X when
A gets B to do something by threatening to harm
B or by making B worse off in case B should not
do X. We also often say that coercion interferes
with one’s freedom or autonomy, that if B is
coerced into doing X (or does X under duress),
then B’s action is involuntary.

Roughly speaking, there are two philosophical
questions about coercion: (1) what counts as coer
cion? (2) when are individuals or the state justified
in using coercion? The second question is, of
course, a central problem of political philosophy
(see LIBERTY). This entry focuses on (1).

Understanding what counts as coercion is im
portant for several reasons. First, we do not hold
individuals responsible for actions that are the
products of coercion. A coerced promise or con
tract is neither morally nor legally binding;
a defendant is not guilty if he was coerced into
performing a crime. Second, various social prac
tices such as surrogate motherhood, sales of
bodily parts, and the volunteer army, have been
criticized on the grounds that poverty effectively
coerces people into such an arrangement. Third,
capitalist theory assumes that market transac
tions are free, even if they are made against a
background of economic necessity. What sort of
coercion invalidates an agreement or excuses
wrongdoing or interferes with one’s liberty? To
answer these questions, we must know what
counts as coercion.
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Consider three examples: (1) Gunman says to
Victim: “‘Your money or your life.” Victim turns
over his wallet. (2) Prosecutor says to Defendant:
“Plead guilty to manslaughter or I will convict
you on a murder charge.” Defendant pleads
guilty. (3) Doctor says to Patient: “Consent to
amputation or you will die of gangrene.” Patient
consents (se¢e CONSENT). We think that Victim
is coerced but that Defendant and Patient are
not. Are we right? Why?

One view maintains that coercion is essen
tially empirical. On this view, A coerces B be
cause A’s threat puts B under great psychic
pressure or leaves B with no other rational
choice. But this view has trouble explaining
why Victim is coerced but Defendant and Pa
tient are not. A second view maintains that coer
cion is essentially moralized. On this view, one is
coerced only when one’s rights are violated, even
if one has “no choice” but to agree. This view is
compatible with our intuitions about the cases,
but how do rights violations relate to coercion?

On the standard view, threats coerce and
offers do not. 4 makes a threat when B will be
worse off than in some relevant baseline position
if B does not accept A’s proposal. 4 makes an
offer when B will be better off than in some
relevant baseline position if B accepts A’s pro
posal. The key to coercion is to establish B’s
baseline. In Coercion (1987) I argue that a moral
tenet for B’s baseline can explain why Gunman
threatens Victim, but Prosecutor and Doctor
both make offers. Only Gunman proposes to
violate a right if the proposal is not accepted.

Interestingly, some coercive proposals do not
actually coerce. If Gunman says to Victim, “Kill
C or I will break your arm,” Victim cannot claim
to have been coerced into killing C. An adequate
account of coercion will explain why this is so.
It will also consider these questions: Are
there coercive offers? Can one be coerced by
background conditions? Are coerced actions
involuntary?

Questions as to what constitutes coercion can
arise within several different business contexts.
Within the workplace, we may want to know
when sexual harassment is coercive. If a super
visor offers an employee a promotion she would
not otherwise receive if she has sexual relations
with him, has she been coerced? (Note that
sexual harassment can be seriously wrong even



84 collective bargaining

when it is not coercive.) With respect to market
transactions, some people have argued that one
is coerced into purchasing a drug if one would
die without it, or that one can be coerced into
employment if one’s only alternative is a life of
desperation.
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collective bargaining
Frederick R. Post

Legally mandated group bargaining between an
employer, or employers, and organized employ
ees seeking to reach an agreement on wages,
hours, and other working conditions. Unlike
other bargaining which allows either party to
freely terminate the negotiation, the process of
collective bargaining is legally regulated both
substantively as to work related issues discussed
and procedurally as to both timetable and pro
cess of bargaining, the purpose of which is to
pressure the parties to reach a collective bargain
ing agreement.

The US National Labor Relations Act of
1935, usually called the Wagner Act, ensures
the right of employees to form unions and to
negotiate as a group with employers. Absent
such legal compulsion, there would be no col
lective bargaining. The employer would be free
to establish and change conditions of employ
ment unilaterally at will, based solely on its con
ceptions of fairness, attitudes toward
maximizing of profit and social responsibility,
and knowledge of current labor market condi

tions (Taylor and Whitney, 1987). With the
advent of an organized workforce, usually repre
sented by an outside labor union, such unilateral
employer action ceases and is replaced by a joint
determination of employment conditions.

This unique regulated group bargaining re
places the legal right of individual freedom of
contract in the workplace when employees con
clude it is a worthless right due to the inordinate
imbalance of power between an individual em
ployee and an employer. The process seeks to
resolve a series of ethical issues relating to fair
ness, power sharing, and profit sharing previ
ously left to the employer’s sole discretion.
While collective bargaining provides a mechan
ism for resolving such issues, the process gener
ates additional ethical issues as the parties seek
victory through the assertion of power while
complying with the several “good faith” bar
gaining duties required by law.

As an adversarial process, the efforts of the
parties are directed solely toward concluding an
agreement most favorable to their self interest
based exclusively on their relative bargaining
power. Since the remedies for illegal bargaining
are minimal, the parties are encouraged to ma
nipulate and exploit each other based upon self
interest (Post, 1990). Typical unethical behav
iors practiced during collective bargaining in
clude deception, bluffing, and lying. Such
practices usually produce sub optimal agree
ments characterized by an undermining of the
moral value of truth and honesty. This promotes
distrust throughout the organization, the devel
opment of confused, divided loyalties, the ignor
ing of broader stakeholder interests, the
frustration of efforts to encourage team and
quality commitments. An over emphasis on bar
gaining over extrinsic (wages, fringes, seniority)
job conditions is often at the expense of higher
level intrinsic (job responsibility, job content,
recognition) job conditions (Post, 1990). Such
behaviors are cited as part of the reason for the
alleged shortcomings of American business to
compete effectively in the global marketplace
(Dertouzos et al., 1989; Kochan, Katz, and
McKersie, 1986).

Carson, Wokutch, and Murrmann (1982)
argue that to the extent there are unethical be
haviors practiced in collective bargaining, they
are the result of preexisting dispositions of the



bargainers. Post (1990) disagrees and asserts that
the legal environment of collective bargaining
dictates that the parties act unethically to win.
Bowie (1985) proposes a “family model” to ef
fectuate attitude change when bargaining. Post
(1990) proposes the “collaborative collective
bargaining” process as a moral approach to
labor negotiations and later reports on its imple
mentation via an in depth case study (Post,
1994).
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collective responsibility
F. Angelo Corlett

A collective is any collection of persons and/or
non persons which constitutes a diversified
whole. Collectives vary in structure, from highly
organized conglomerates such as large corpor
ations, universities, and the like, to random col
lectives such as mobs having minimal or no
organizational structure. The problem of col
lective responsibility concerns the possibility of
such collectives being responsible agents.
“Responsibility” is an ambiguous term, with
several senses. There are duty, blame, praise,
causal, and liability senses of “responsibility,”
each of which might be construed either legally
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or morally (Corlett, 1992). There are also differ
ent ways in which a collective might be respon
sible: retrospectively, for the future, or tout court
(Feinberg, 1988-9). In the context of moral phil
osophy, however, discussion has focused on the
extent to which collectives of certain kinds (Cor
lett, 1992; French, 1984; Held, 1970; May, 1987)
are (French, 1984; May, 1987) or could be (Cor
lett, 1992) properly deemed retrospectively
and morally liable for an untoward action,
event, or state of affairs. Such collective liability
is discussed in contexts of racism (McGary,
1986), corporate crimes or torts (Corlett, 1988a,

1988b; French, 1984, 1992; May, 1987,
Wilkins, 1992), military groups (French,
1972; Wilkins, 1992), random collectives

(Held, 1970; May, 1987), the law in general
(Feinberg, 1970), and even in more general terms
(Corlett, 1992; French, 1991, 1992; May, 1992,
Mellema, 1988). Focus in the present article
is on collective, retrospective, moral liability
responsibility for wrongdoings.

There are at least two opposing views on
collective moral responsibility, each founded on
certain metaphysical presuppositions. Methodo
logical individualism states that to attribute moral
properties to collectives is to mistake what are
fundamentally and irreducibly properties of in
dividuals for collective ones. That is, language
about collective moral properties is reducible to
the language of individual relations. More pre
cisely, “Social processes and events should be
explained by being deduced from (a) principles
governing the behavior of participating individ
uals, and (b) descriptions of their situations”
(Watkins, 1973). This position is dubbed
“strong analytic individualism,” and its content
is described in the following way: “everyday
collectivity concepts are analyzable without re
mainder in terms of concepts other than collect
ivity concepts, in particular, in terms of the
concept of an individual person, his goals,
beliefs, and so on” (Gilbert, 1989). As a species
of this sort of position, moral responsibility indi
vidualism holds that it is unjustified to ascribe
moral responsibility to collectives because state
ments about collective moral responsibility are
reducible to those of morally responsible indi
vidual agents within the collective (Lewis, 1948).
From this, it is argued, talk of collective
moral responsibility is meaningless. There are
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pure ontological versions of individualism, but
I am here concerned with its reductionist
counterpart.

Just what does the moral responsibility indi
vidualist mean when she argues that collective
moral responsibility statements are reducible to
those of individual moral responsibility? “Redu
cible” seems to mean something like “linguistic
ally reducible” or “redescribable in terms of.” In
other words, the moral responsibility individual
ist argues that all statements of collective moral
responsibility are linguistically redescribable in
terms of those individuals (being members of the
collective) who are morally responsible for some
thing. But what does this mean? “Linguistic
reducibility” means that collective moral re
sponsibility statements are redescribable, with
out loss of cognitive meaning, in terms of
individual moral responsibility statements.

Notice, however, for what the reductionist
(individualist) seems to argue. She is claiming
that all statements of collective moral responsi
bility are linguistically redescribable, without
loss of cognitive meaning, to statements of indi
vidual moral responsibility. Yet for individual
ism to succeed it must be shown that collective
moral responsibility ascriptions are unreasonable
or unjustified. But from the supposition that col
lective moral responsibility statements are com
pletely redescribable in terms of individual
moral responsibility, it does not logically follow
that collective moral responsibility ascriptions
are unreasonable or unjustified.

The reason for this is because the successful
redescription of collective moral responsibility
statements provides one with an identity relation
between the collectivist statements on the one
hand, and the individualist ones on the other
hand. This means that the set of collective
moral responsibility statements being rede
scribed or “reduced” is logically equivalent to
the set of individual statements which redescribe
it. Given Gottlob Frege’s law of the substitutiv
ity of co referential terms or expressions in
propositional attitude contexts (“If a declarative
sentence .S has the very same cognitive infor
mation content as a declarative sentence S’ then
S is informative (‘contains an extension of our
knowledge’) if and only if S” is (does)” (Frege,
1984; Salmon, 1986)), equivalent expressions
retain truth and are substitutable for one another

in any propositional attitude context. Thus the
belief (or proposition attitude) that ‘““The Exxon
Corporation is morally responsible (liable) for
the oil spill in Prince William Sound and ought
to be severely punished with impunity” is
indeed reducible to and redescribable in terms
of the moral responsibility and punishability of
certain individuals of Exxon at the time of the
disaster (perhaps in terms of Exxon’s president
at the time of the disaster, as well as certain
members of the board of directors and higher

level managers who served Exxon at the time of
the decisions made which “‘caused” the incident,
etc.). But this hardly shows that collective re

sponsibility ascriptions are unreasonable or un

justified. The point here is that the linguistic
reducibility of collectivist statements does not
affect the elimination of the sense or meaningful

ness of such language. For if the moral responsi

bility individualist’s reduction preserves truth
(and sense), then both the collectivist and the
individualist statements about moral responsi

bility share the same truth value. It would
appear, moreover, that the moral responsibility
individualist is in fact committed to the very
meaning of the statements she seeks to eliminate
or render senseless! On what basis, then, would
collective moral responsibility claims (at least
some of them) be unreasonable or unjustified?

A view which affirms the meaningfulness of
collective moral responsibility talk is moral
responsibility collectivism. This position, in its
various forms, is well represented (Bates, 1971;
Cooper, 1968; Corlett, 1992; French, 1984,
Held, 1970; May, 1987, 1992). But the failure
of the moral responsibility individualist’s reduc
tionism to render senseless collective moral re
sponsibility statements is insufficient reason to
infer that the information content of collective
moral responsibility language is meaningful.
Substance must be provided for such claims.
One way to attempt this is by providing condi
tions which, if satisfied, would make a collective
morally liable for a wrongful act, event, or state
of affairs.

One condition of collective moral responsibil
ity in the context, for instance, of corporate
collective wrongdoing and harm to others, is
that those officially working “for” the corpor
ation act intentionally in regard to the wrong
doing. For an agent to act intentionally, she



must act according to her beliefs, wants, and
desires (Goldman, 1970). To be sure, there are
degrees to which agents within a collective might
be said to act intentionally and liably concerning
a wrongdoing. One might do so in a strong sense,
such as when a higher level manager or the
board of directors acts or omits to act in such a
way so as to become a contributory cause of the
untoward event, act, or state of affairs. There is
also a weak sense of intentionality, whereby
those in lower level managerial positions act or
omit to act as contributory causes of the wrong
doing. Here a hierarchical notion of the power to
effect corporate change is assumed.

The case for collective intentionality has been
set forth, defended (French, 1984; May, 1987),
and criticized (Corlett, 1988a, 1988b) in various
ways. But the way the typical corporation in the
United States is organized, few individuals act
intentionally. Yet a collective’s acting intention
ally is crucial for its being legitimately ascribed
moral liability.

It would seem, then, that collective moral
liability ascriptions are justified to the extent
that each and every individual member of the
collective has significant power to act intention
ally in relation to the specific wrongdoing in
question. This might well require the restruc
turing of the typical US corporation, which is
currently structured along the lines of a hier
archical model of organization (Hersey and
Blanshard, 1977; Katz and Kahn, 1966). It
might very well imply that to legitimately hold
collectives liable for wrongdoings (and hence
make US capitalism a morally viable economic
system which can and does take corrective just
ice seriously), such entities must resemble some
thing akin to a democratically organized
structure. For within such a structure, collect
ives will be more likely to provide each and every
individual with sufficient power to intentionally
effect change within the organization to make
collective liability ascriptions less problematic.
Under such conditions, it would make much
better sense to say of Exxon that it (e.g., the
individuals of Exxon) is (are) liable for the oil
spill which destroyed Prince William Sound.

There are at least two different ways in which
a corporate structure might be democratized:
representatively or directly. When a corporation
is democratized in a representative manner, a

collective responsibility 87

corporation’s top managers are elected by its
employees to represent the employees on
matters of institutional obligations, rights, etc.
However, representative corporate democracy
provides the employees with insufficient oppor

tunities to significantly determine corporate
policy, which in turn affects employees’ activ

ities (McMahon, 1989). Thus, directly demo

cratic corporate structures are preferred over
less direct ones insofar as the empowerment of
all members of the corporation is concerned.
This might mean that “some form of co deter

mination” of corporate policy, “in which boards
of directors contain in equal numbers represen

tatives of employees of non employee invest

ors,” is preferable to representative corporate
democracy (McMahon, 1989).

However, there is more to collective inten
tional agency (action or omission) than the em
powerment of employees. What is also required
is a publicity condition which would clearly state
to each and every individual that he or she will be
held accountable (either personally and/or as a
corporate agent) for corporate wrongs to the
extent that he or she was an intentional agent
concerning them. Currently, no such communi
cation is made to corporate employees in a con
sistent and unambiguous manner. So it is far
from obvious that (in their assuming a position
in a corporation) employees willingly or inten
tionally assume liability for some other individ
ual’s action or omission. It is important, then,
that the publicity condition is satisfied for col
lective liability ascriptions to be plausible.

If both a restructuring of US corporations and
the empowering of each and every individual
within such collectives are effected, then it is
less morally problematic to say of an organized,
decision making corporation that i can legitim
ately be held liable for “its” wrongs.

However, collective intentionality is not the
only condition requisite for legitimate attribu
tions of collective responsibility. For it is pos
sible that a corporation is democratically
structured for intentional action (or inaction, as
the case may be), yet lacks a crucial capacity
for voluntariness which would render it non
responsible for an untoward event.

To say that a corporation is a voluntary agent
means, at the very least, that the corporation
“acts freely.” This means it is sufficient that a



88 collective responsibility

corporation has the capacity to have a higher

order volition concerning an action, event, or
state of affairs. In turn, this means that it
would be able to “really want” to do what it
does, even if it lacks the ability to do otherwise.
But acting freely, if it is a condition at all, is but a
sufficient condition of voluntariness and moral
responsibility (Frankfurt, 1988). And some
would argue that the ability to do otherwise is a
necessary condition of freedom. There are
higher order compatibilists who argue that the
ability to do otherwise is a necessary condition of
freedom (Lehrer, 1991), and there are incompa

tibilists who arrive at the same conclusion (van
Inwagen, 1983). In any case, it is clear that in
general voluntariness is necessary for an agent’s
being legitimately held morally liable for wrong

doing. And collective moral responsibility re

quires voluntariness, which in turn requires at
least either the corporate capacity to act freely or
the corporate ability to do otherwise.

Not only are collective intentionality and vol
untariness required for collective moral respon
sibility, so too is collective epistemic action.
What this means is that a collective, in order to
qualify as a morally liable agent concerning a
certain untoward action, event, or state of affairs,
must have acted knowingly. Acting knowingly
involves more than an agent’s merely believing
that such and such is the case in regards to a
certain policy and its possible outcomes. It in
volves, among other things, that agent’s being
justified in believing certain things about a
policy enacted by the agent. Moreover, it in
volves that agent’s duty to reflect on and con
sider various alternative actions or policies. In
short, it involves critical reflection on the part of
the agent.

The answer to the question of whether or not
collectives are the kinds of agents which qualify
as epistemic agents which act knowingly is con
tingent, at least in part, on the extent to which
the collective is directly democratic and solidary,
and the extent to which collectives qualify as
epistemic agents at all (Corlett, 1991, 1996;
Fuller, 1988; Goldman, 1992; Schmitt, 1994).
What is clear is that the capacity to act knowingly
is requisite for a collective’s being legitimately
ascribed moral liability.

But even if a collective acts intentionally, vol
untarily, and knowingly, there are cases in which

these conditions do not jointly suffice for our
ascribing to it moral liability. Consider the
Schmexxon Corporation, an oil conglomerate
with the same strength of assets as Exxon, except
that Schmexxon is directly and democratically
structured, acts with intent, voluntariness, and
knowledge to transport oil by way of Prince Wil

liam Sound. And, just as with Exxon, a Schmex

xon tanker loses thousands of gallons of crude oil
into the Sound. Even though Schmexxon
(unlike Exxon) takes precautions well beyond
what is required by law, and above and beyond
what any competing corporation has even con

sidered taking, there was a spill. But it is dis

covered that the spill was caused by natural
disaster of some sort (say, an earthquake sending
the tanker crashing into a reef), not the result of
human error. So even though Schmexxon acted
intentionally, voluntarily, and knowingly in
shipping the oil through the Sound, it is not
morally liable for the oil spill, though it might
be held “strictly liable” by the law for a variety of
reasons.

The example of Schmexxon is intended to
demonstrate that additional requirements must
be satisfied by morally liable agents, namely,
guilt and fault. A guilty agent must be “at
fault” in doing X for that agent to be morally
liable for X. So it is for corporations. Since
Schmexxon cannot reasonably be held at fault
for the oil spill in question (because it was caused
by a natural disaster), it cannot be held morally
liable for it. Again, this does not imply that
Schmexxon cannot be held /egally liable for the
oil spill. For considerations of social utility
might suggest that there is good reason to hold
corporations in the oil transport industry strictly
(legally) liable for oil spills. In any case, collect
ive fault must obtain in order for the corporation
to be legitimately construed as being morally
liable for the disaster.
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communitarianism
Daniel A. Bell

A theory that contends that the individual de
velops and can flourish morally and politically
only within the context of a community.
Modern day communitarianism began in the
upper reaches of Anglo American academia in
the form of a critical reaction to John Rawls’s
landmark book of 1971, A Theory of Fustice.
Drawing primarily upon the insights of Aristotle
and Hegel, political theorists such as Alasdair
Maclntyre (1984), Michael Sandel (1981), and
Charles Taylor (1985) disputed Rawls’s assump
tion that the principal task of government is to
secure the liberties and economic resources indi
viduals need to lead freely chosen lives.

These critics of Rawlsian liberalism identified
two main problems with this approach. First,
Sandel among others argued that Rawlsian lib
eralism rests on an overly individualistic concep
tion of the self. Whereas Rawls argues that we
have a supreme interest in shaping, pursuing,
and revising our own life plans, he neglects the
fact that our selves are often defined or consti
tuted by various communal attachments (e.g.,
ties to the family or to a religious tradition) so
close to us that they can only be set aside at great
cost, if at all. Hence, politics should not be
concerned solely with securing the conditions
for individuals to exercise their powers of choice,
as there may also be a need to sustain and pro
mote the social attachments crucial to our sense
of well being and respect.

Second, communitarians have sought to de
flate the universal pretensions of liberalism.
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Whereas Rawls seemed to present his theory of
justice as universally true, critics argued that
moral judgment will depend on the language of
reasons and the interpretive framework within
which agents view their world, that it makes no
sense to begin the political enterprise by ab

stracting from the interpretive dimension of
human beliefs, practices, and institutions. And
whatever the philosophical appeal of liberal uni

versalism, Michael Walzer (1983) has developed
at length the additional argument that effective
social criticism must derive from and resonate
with the habits and traditions of actual people
living in specific times and places.

Liberals have of course responded to these
criticisms (Rawls, 1993, in particular has cleaned
up his theory of individualist and universalist
presuppositions), but a growing number are set
tling on the conclusion that communitarian
critics of liberalism may have been motivated
not so much by philosophical concerns as by
certain pressing political concerns, namely, the
negative social and psychological effects related
to the atomistic tendencies of modern liberal
societies. Whatever the soundness of liberal
principles, in other words, the fact remains that
many communitarians seem worried by a per
ception that traditional liberal institutions and
practices have contributed to, or at least do not
seem up to the task of dealing with, such modern
phenomena as alienation from the political pro
cess, unbridled greed, loneliness, urban crime,
and high divorce rates. And given the serious
ness of these problems in the United States, it
was perhaps inevitable that a “second wave” of
1990s communitarians such as Amitai Etzioni
and William Galston would turn to the more
practical political terrain of emphasizing social
responsibility and promoting policies meant to
stem the erosion of communal life in an increas
ingly fragmented world.

Such “political” communitarians blame both
the left and the right for our current malaise.
The political left is chastised not just for sup
porting welfare rights economically unsustain
able in an era of slow growth and aging
populations, but also for shifting power away
from local communities and democratic institu
tions and toward centralized bureaucratic struc
tures better equipped to administer the fair and

equal distribution of benefits, thus leading to a
growing sense of powerlessness and alienation
from the political process. Moreover, the
modern welfare state with its universalizing
logic of rights and entitlements has undermined
family and social ties in civil society by rendering
superfluous obligations to communities, by ac
tively discouraging private efforts to help others
(e.g., union rules and strict regulations in
Sweden prevent parents from participating vol
untarily in the governance of the daycare centers
to which they send their children), and even by
providing incentives that discourage the forma
tion of families (e.g., welfare payments are cut
off in most American states if a recipient marries
a working person) and encourage the break up of
families (e.g., no fault divorce in the US is often
financially rewarding for the non custodial
parent, usually the father).

Libertarian solutions favored by the political
right have contributed even more directly to the
erosion of social responsibilities and valued
forms of communal life, particularly in Britain
and the US. Far from producing beneficial com
munal consequences, the “invisible hand” of
unregulated free market capitalism undermines
the family (e.g.,, few corporations provide
enough leave to parents of newborn children),
disrupts local communities (e.g., following plant
closings or the shifting of corporate headquar
ters), and corrupts the political process (e.g.,
since the mid 1970s, special economic interests
in the US have gained more power by drawing
on political action committees to fund political
representatives, with the consequence that rep
resentatives dependent on PAC money for their
political survival no longer represent the com
munity at large). Moreover, the valorization of
greed in the Thatcher/Reagan era justified
the extension of instrumental considerations
governing relationships in the marketplace into
spheres previously informed by a sense of uncal
culated reciprocity and civic obligation.

More specifically in the American context,
communitarians such as Mary Ann Glendon
(1991) indict a new version of rights discourse
that has achieved dominance of late. Whereas
the assertion of rights was once confined to
matters of essential human interest, a strident
rights rhetoric has colonized contemporary



political discourse, thus leaving little room for
reasoned discussion and compromise, justifying
the neglect of social responsibilities without
which a society could not function, and ultim

ately weakening all appeals to rights by devalu

ing the really important ones.

To remedy this imbalance between rights and
responsibilities, “‘political” communitarians
propose a moratorium on the manufacture of
new rights and changes to our ‘“habits of the
heart” away from exclusive focus on personal
fulfillment and toward concern with bolstering
families, schools, neighborhoods, and national
political life, changes to be supported and re
inforced by certain public policies.

While communitarians generally emphasize
that changes ought to be made in the context of
basic civil and political liberties (e.g., see Etzioni,
1993, part II), critics may nonetheless worry that
communitarians are embarking on a slippery
slope to authoritarianism. Others may worry
that marginalized groups demanding new rights
(e.g., homosexual couples seeking the right to
legally sanctioned marriage) will be paying the
price for the excesses of others if the communi
tarian proposal to declare a moratorium on the
minting of new rights is put into effect. Most
serious from the standpoint of those generally
sympathetic to communitarian aspirations, how
ever, is the worry that some communitarian
ideals may conflict if translated into practice.
Etzioni, for example, argues for a whole host of
pro family measures: mothers and fathers
should devote more time and energy to
parenting (in view of the fact that most childcare
centers do a poor job of caring for children),
labor unions and employers ought to make it
easier for parents to work at home, and the
government should force corporations to pro
vide six months of paid leave and another year
and a half of unpaid leave. The combined effect
of these “changes of heart”” and public policies in
all likelihood would be to make “citizens” into
largely private, family centered persons.

Yet Etzioni also argues that the American
political system is corrupt to the core, conclud
ing that only extensive involvement in public
affairs by virtuous citizens can remedy the situ
ation: “once citizens are informed, they must
make it their civic duty to organize others locally,
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regionally, and nationally to act on their under
standing of what it takes to clean up public life in
America” (1993: 244). But few can afford suffi
cient time and energy to devote themselves fully
to family life and public affairs, and favoring one
ideal is most likely to erode the other. Just as
liberals sometimes have to choose between ideals
(e.g., freedom and equality) that come into con
flict with one another if a serious effort is made
to realize any one of them fully, so communi
tarians may have to make some hard choices
between valued forms of communal life.
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comparable worth
John R. Boatright

is a strategy for raising wages in traditionally
female job categories by making the pay of
women in such jobs equal to the earnings
of men in comparable male dominated lines of
work.

The implementation of comparable worth
begins with a comparable worth study, in which
a job evaluation is conducted to determine the
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skill, effort, responsibility, and working condi
tions of each job category in a place of employ
ment. These factors are assigned point values,
and the resulting sums are used to rank the value
of all jobs to an employer. The study then iden
tifies wage disparities among job categories with
the same or a similar number of points, and a
comparable worth policy is adopted that adjusts
the pay of job categories so as to reduce or
eliminate the wage disparities.

Comparable worth assumes that disparities in
income between men and women are due to sex
segregated job categories and that women’s jobs
have been systematically undervalued by the
market. Other remedies for sex discrimination,
such as the US Equal Pay Act of 1963 and Title
VII of the 1964 US Civil Rights Act, do not
address the wage disparities that result from
the undervaluing of work done by women. In
particular, removing barriers to the entry of
women into traditionally male job categories so
as to reduce job segregation — a strategy known
as alignment — does not increase the wages of
women in female dominated areas.

Supporters of comparable worth generally
accept the standard economic view that the
value of a job is the price of a worker’s product
ivity in a competitive labor market. Insofar as
productivity is a function of skill, effort, respon
sibility, and working conditions, jobs that are
comparable in these respects would be paid the
same in a market free of discrimination. Alterna
tively, the lower pay of women in comparable
female dominated job categories can be assumed
to result from discrimination and not lower
productivity. Thus, comparable worth is offered
not as an alternative to the market but as a means
of identifying and correcting the distorting
effects of discrimination on an otherwise free
market economy.

Comparable worth has been adopted in the
United States by some municipalities, counties,
and states for public sector employees, but it has
been largely rejected on the federal level. Else
where in the world, Australia and Canada have
adopted comparable worth policies that apply to
both the public and private sectors. US courts
have ruled that the failure to pay the same wages
for comparable work is not a violation of law,
except in cases where the intent to discriminate

can be proved. Virtually no US business firms
have adopted comparable worth policies, al
though the widespread use of job evaluation to
set wages and the efforts of corporations to
comply with discrimination law have resulted
in some reduction of wage disparities between
male and female dominated job categories.

The prevalence of sex segregated job categor
ies and the lower wages of women in traditionally
female jobs are well documented features of the
workplace, but whether these are due to discrim
ination is widely disputed. Many economists
argue that the wage disparities between men
and women can be explained by two models of
occupational choice: (1) the human capital
model, which holds that women choose not to
acquire the knowledge and skills and to make the
sacrifices that would increase their value to em
ployers; and (2) the model of compensating dif
ferentials, according to which women, in
choosing jobs, express preferences for clean,
safe working conditions and other desirable fea
tures over higher pay. Critics counter that
women invest less in their own human capital
and prefer certain kinds of work because of dis
criminatory forces in the socialization process.
Women may also rationally choose to invest less
in themselves if their human capital is worth less
in a labor market that discriminates against
them. The available evidence suggests that
after controlling for the variables of human cap
ital and compensating differentials, some wage
disparities still exist as a result of discrimination.

One objection to comparable worth is that job
evaluation is inherently subjective and arbitrary.
Studies have revealed considerable variation in
evaluators’ judgments of the relevant features of
jobs and the number of points assigned to them.
The judgments of evaluators tend, in particular,
to reflect the prevailing status and pay of jobs,
thereby ratifying existing patterns of discrimin
ation. Scientifically designed, statistically reli
able methods for job evaluation are available,
however. Experts in the field recommend that
decisions be made by consensus among groups
of people who are familiar with the jobs being
evaluated. Job evaluation methods can also be
validated by applying them to male dominated
job categories and comparing the predicted
wages with those actually earned.



Opponents of comparable worth also argue
that ignoring market forces in setting wages
would produce an inefficient allocation of labor
with a resultant lowering of productivity. Com
parable worth policies are apt to include com
plex administrative structures that would
further reduce productivity by increasing the
involvement of government in business. This
argument 1is criticized, however, for ignoring
the extent to which the personnel practices in
both government and business do not conform
to the market ideal. Employers in the public
sector have long used comparable worth studies
in order to match the wages of private sector
employees. And private sector employers al
ready use job evaluation extensively as a rational
means for setting wages for the multitude of jobs
in large organizations where individual product
ivity is difficult to measure. Comparable worth,
according to its supporters, would not be a sub
stantial departure from the existing labor
market.

Comparable worth addresses a serious prob
lem: women are paid less than men for perform
ing comparable work. Whether comparable
worth ought to be adopted, however, depends
on complex empirical and normative analyses of
the causes of the wage disparities and the effect
iveness and desirability of the possible solutions.
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compensation, ethics of
Denis G. Arnold

In contemporary capitalist societies, ethical
issues regarding compensation in the private
sector may be divided into three main categories:
desert, wage limits, and wage equity. In deter

mining ethical, or just, wages, it is necessary to
put aside considerations such as the hereditary
rank and relative power of individuals. Nor can
efficiency, while a relevant ethical consideration,
be regarded as the only ethically relevant consid

eration for determining compensation. Other
ethically relevant considerations include respect
for persons, merit, loyalty, and justice.

At its core, compensation for work provided is
justified on the grounds that the relevant parties
to the transaction must be regarded as ends in
themselves. If workers are to be regarded as ends
in themselves, then, at a minimum, wages that
individual employees deserve should be deter
mined by assessing their effort, productivity,
education, the difficulty and danger of the
work involved, and the relative value of their
work to others. It is the invocation of such
factors that justifies significant differences in
the wages of individuals even when they work
in the same field. For example, a physician who
has completed a medical degree and four to nine
years of additional specialized training, and who
regularly takes 24 hour calls, has a morally legit
imate claim to greater remuneration than a regis
tered nurse with two years of medical training,
and who works a regular shift. Additional con
siderations such as the loyalty of the employee,
or the extent to which the employee adheres to
employer defined, professional, or statutory
regulations, may also be ethically relevant factors
for determining what compensation a worker
deserves.

In circumstances where there is a large sur
plus of workers who are able and willing to
perform a job, the employer is in a distinct
bargaining advantage. In such cases, it is typical
for compensation to remain low. In cases where
lawful wages are below the threshold of what is
required for a “living wage,” that is, to live with
dignity in a particular society, there is disagree
ment over whether employers have an ethical
obligation to provide a living wage to employees.
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Some authors argue such an obligation is
grounded in the inherent dignity of employees
qua persons (Arnold and Bowie, 2003; Ryan,
1912). Others argue that paying such workers a
living wage would reduce the overall welfare of
society (Maitland, 1997).

At the other end of the continuum, the wages
of executives have increasingly come under eth
ical scrutiny. In recent years there have been
significant increases in executive compensation,
increases that are typically not linked to in
creased revenues or profits. Defenders of record
executive compensation packages point to a pur
ported scarcity of qualified executives as a justi
fication for these increases. Critics typically
deny there is a scarcity, and point to greed as
the primary cause of the increase. Surprisingly
little philosophical attention has been devoted to
justifying or criticizing limits on executive com
pensation. On one version of a Rawlsian analysis
of executive compensation, increases in execu
tive pay packages would be justified only in cases
where the increases resulted in benefits to the
least well off employees in the firm (Rawls,
1999).

A final issue in assessing ethical compensation
is that of wage equity. This issue developed
historically around gaps in the earnings of
women and men (Evans and Nelson, 1989).
Women who are paid less than men for the
same work should be entitled to equitable com
pensation on grounds of fairness. The question
of paying women the same wages as men for
comparable work hinges largely on questions
regarding the comparability of different occupa
tions. If different occupations are found to be
comparable, then equitable compensation is a
requirement of fairness. Differences in pay to
women and men with comparable occupations
are sometimes defended by appealing to assump
tions regarding who is, or who should be, the
primary wage earner for a family. Such claims
are illegitimate on two grounds. First, they are
illegitimate if they are based on sexist assump
tions about family life. Second, they are illegit
imate insofar as they introduce contingent
factors regarding an employee’s personal life
that have no obvious connection to ethically
legitimate concerns such as the employee’s
effort, productivity, training, education, or dig
nity as a person.
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compensatory justice
Manuel Velasquez

The fairness that obtains when an agent ad
equately compensates a party whom he or she
has injured for the losses that party suffered.
Compensatory justice is sometimes wrongly
confused with retributive justice, which is the
fairness that obtains when a person is adequately
punished for wrongdoing. Just compensation is
limited to the losses suffered by the injured
party, may imply no wrongdoing, and is focused
on making the injured party whole, but just
retribution may be more or less severe than the
injuries inflicted on victims, always implies
wrongdoing, and is focused on punishing the
wrongdoer. That the two notions are distinct is
recognized in contemporary torts law, which
allows both “punitive damages” and ‘“‘compen
satory damages.”

The earliest treatment of compensatory
justice is Aristotle’s discussion of ‘“‘corrective
justice” in ‘“‘involuntary exchanges” such as
theft, assault, or murder in Nicomachean Ethics,
book 5. Unfortunately, Aristotle’s overly math
ematical analysis of corrective justice conflates
retributive justice and compensatory justice.
Aquinas, in his thirteenth century Summa Theo
logiae (II-11, 61, 4), more carefully distinguishes
the two notions. Later moralists discussed
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compensatory justice under the rubric of “just
restitution.”

In business ethics compensatory justice is of
central importance in discussions of product
liability, employer liability for employee injur
ies, and the justification of affirmative action. In
these areas the main controversies over compen
satory justice have revolved over questions of (1)
how much compensation injured parties are due,
(2) under what conditions compensation is due,
and (3) to whom and from whom compensation
is due. First: some claim that compensatory just
ice requires that compensation should equal the
actual losses suffered by the injured party. But
this claim assumes it is possible to quantify all
losses, which may be incorrect. What, for
example, constitutes just compensation for the
loss of reputation, life, or sight, or for the inflic
tion of pain and suffering? Second: traditional
moralists have held that an agent owes compen
sation to an injured party when (a) the agent
voluntarily performed the action that inflicted
the injury, (b) the injury was caused by that
action and not by the injured party’s own
actions, and (c) the agent’s action was wrongful
or negligent. But twentieth century product li
ability law has stretched the notion of negligence
to include also an agent’s failure to exercise “due
care” even when an injury is due to the injured
party’s own actions, and strict liability theories
have imposed liability even on agents who have
done all they could to protect parties from harm,
and so whose actions were neither wrongful nor
negligent. Third: some arguments supporting
affirmative action programs claim that such pro
grams constitute the just compensation that
whites as a group owe to minorities as a group
for past injuries. But this raises the question
whether present day minorities should be com
pensated, and whether present day whites
should pay compensation, for injuries that past
generations of whites inflicted on past gener
ations of minorities. Can mere membership in a
group make a person deserving of, or liable for,
compensation?
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computers and computer technology, ethical
issues in

Deborah G. Johnson

Many ethical issues have arisen as a result of the
increasing use of computers and computer tech
nologies. Most of the issues can be classified and
analyzed using traditional ethical concepts such
as property, responsibility, rights, and authority,
and most involve relationships that exist inde
pendent of computers — employer/employee,
citizen/government,  producer/vendor/con
sumer, professional/client, professional/soci
ety. Nevertheless, when a situation involves
computers it takes on special features that may
transform its moral character or create uncer
tainty about norms, rights, and responsibilities.
The special features of the situation necessitate a
rethinking of traditional norms and values, a new
understanding of how traditional values and
norms apply. Hence, it seems fitting to call the
issues new species of generic moral issues.

The new and old in computer ethical issues
can be illustrated using the threat to personal
privacy that computer technology seems to
create. Information about individuals was being
gathered and kept in increasing quantities by
government and business for centuries before
computers were invented. Still, the development
of computer technology facilitated a radically
increased scale of record keeping. It has facili
tated an increased level of exchange of informa
tion about individuals (increased speed of
exchange, quantity of information being
exchanged, and number of organizations exchan
ging); an increased endurance of such informa
tion (rather than being discarded, records remain
because they take up little space); and the cre
ation of new kinds of information (especially
transactional information produced when, for
example, individuals use credit cards or auto
mated teller machines). The new scale of activ
ities needs to be evaluated morally, but when we
do this we are not entering a wholly new domain;
we are evaluating new versions of behaviors, re
lationships, and institutions that existed before
computers.

Similarly, workplace monitoring made pos
sible by computer technology illustrates the
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new and old in computer ethical issues. As a
result of developments in computer technology,
it is now possible for an employer to purchase
software that will allow supervisors within the
company to keep a complete record of every
thing that employees do while working on com
puters. The software allows supervisors to keep
track of keystrokes so as to measure the speed or
accuracy of work being done or simply to view
work as it appears on a worker’s computer
screen. So, the software creates a new possibility
for employers, but the ethical issue posed by this
new possibility can be classified as a new version
of the tension between employer and employee
rights — a tension that has been in play for many
centuries and has been addressed in law and in
practice with regard to such matters as wages
and safety conditions, political speech, and drug
testing. Computer monitoring is a new species of
an old issue.

Computer technology is now a fundamental
part of doing business and its incorporation into
the business world has created a wide variety of
issues which can be understood to be new species
of issues in business ethics. Indeed, one major
change brought about by computer technology
has been the creation of a whole new industry (or
set of industries), producing computer hardware
and software and other computer peripherals. As
these new industries have developed, it has been
necessary to work out laws, policies, and rules to
ensure that the industry (and computer usage in
general) is organized in ways that lead to benefi
cial consequences for society. One such area of
concern has been defining property rights in the
domain of computing — what should individuals
and companies be allowed to own and what
should be unownable; that is, what should be
proprietary and what not?

PROPERTY

Computer software is what makes computers the
enormously powerful tools that they are. The
stakes involved in successfully creating and
bringing new and better software to the market

place are now extremely high. This has meant
that companies and individuals want to lay claim
to ownership of as much as they possibly can. In
the domain of the “technological arts,” the pri

mary way to do this is by using the legal protec

tion offered by patents, copyrights, and trade

secrecy. These legal mechanisms, however,
were developed long before computers, and
extending them to computer technology has
been awkward and uncertain. Their applicability
is being worked out primarily through legal
suits, and the outcomes of these legal suits will
define the “rules of the game” in computer and
computer related industries.

The patent and copyright systems aim at en
couraging development in the technological arts
and sciences so that society benefits. The pre
sumption is that individuals are more likely to
create and invent and bring their inventions to
the marketplace when they can profit from doing
so. Inventors will not be able to profit from their
useful inventions unless they have proprietary
rights in them. Hence, the patent and copyright
systems are designed to give such rights to in
ventors. However, both systems recognize that
the benefits to society will be undermined if too
much is owned. In particular, if the building
blocks of science and technology were owned,
then the owners could restrict invention, making
it difficult or expensive for others to use funda
mental knowledge to make yet newer inventions.
For this reason, each system of legal protection
restricts what can be claimed. The patent system
does not allow ownership of abstract ideas, laws
of nature, and mathematical formulas. One can
only obtain a patent on an application or imple
mentation of such. Similarly, the copyright
system disallows ownership of ideas and grants
copyright only in the expression of ideas.

Both the distinction made in patent law be
tween an idea and the application of an idea, and
the distinction in copyright law between idea
and expression, have been problematic when
used to protect computer software. In the case
of patents, initially the problem was fear that
granting ownership in software might, in effect,
grant ownership of numerical sequences or
mental steps — since all the steps in a computer
program can, in principle, be done by an indi
vidual performing the steps mentally. More re
cently there has been uncertainty as to whether
computer algorithms for solving abstractly de
fined problems can be patented; will this mean
ownership of mathematical algorithms or of the
building blocks of computing? The distinction
between idea and expression used in copyright
has also proved problematic for computer
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software. There is presently a good deal of un

certainty about the copyrightability of such
things as the “structure, sequence, and organiza

tion” of a computer program, and the “look and
feel” of a user interface. It is unclear whether
such things constitute an idea or an expression.
The copyright system also leaves a good deal of
uncertainty about what is “fair use” when it
comes to computer programming. One is
allowed, in the copyright system, to use the
ideas one learns from reading something. One
is even allowed to use what another has created
as long as one makes a significant improvement
upon it and gives credit. These conditions do
not, however, clarify whether one can use lines
of computer code written by another. It does not
make clear when one has stepped over the line
between ‘“fair use” and violation of copyright.

Legal problems aside, because of the nature of
computer software, it is easy for individuals and
companies to makes copies of what is propri
etary. Rampant illegal copying has meant mil
lions of dollars in lost revenues for the computer
software industry. While software developers
have developed a variety of techniques to protect
their software from copying or at least to dis
courage it, illegal copying persists. Some com
pare software copying to drinking alcohol during
Prohibition, claiming it is a form of behavior that
cannot be stopped; hence we ought to give up
and develop some other system for protecting
the valuable aspect of software.

In any case, the copying of proprietary soft
ware raises ethical questions for businesses as
well as for individuals. For individuals, the ques
tion seems straightforward: is it wrong for me to
make a copy of proprietary software? For com
panies, the issue is more complicated. Of course,
the company should not intentionally break the
law (for example, by buying one copy of a useful
piece of software, making multiple copies, and
distributing them throughout the company). But
what responsibility does a company have for
preventing illegal copying within the company?
Does it have a responsibility to make internal
policies that discourage employees from illegal
copying? If so, how far should it go to enforce
these policies? Should it periodically check what
is stored on every computer and require employ
ees to show proof of purchase for any software
found on a corporate computer?

Privacy

The increase in the scale of information
gathering facilitated by computer technology
was mentioned earlier. Information about indi
viduals is now big business. Databases contain
ing financial information, addresses and
telephone numbers, magazine subscription in
formation, as well as information from govern
ment agencies (e.g., driver’s license information)
are now routinely bought and sold. The ethical
issues surrounding this activity are generally
placed in a framework of understanding that
the need of organizations and institutions for
information is in tension with the desires of
many individuals for privacy. Organizations
want and need the information in order to
make better and more efficient decisions. They
argue that individuals are the beneficiaries be
cause the increased efficiency made possible by
more and better information leads to better ser
vices and lower prices for individuals. At the
same time, many individuals are uncomfortable
with their personal information being circulated
without their knowledge or consent, and without
their ability to check its accuracy.

Framing the issue as a tension between the
need of organizations for information about in
dividuals and the desires of individuals for priv
acy seems to tip the scales in favor of information
gathering. At least in the US, where there is no
explicit constitutional protection for personal
privacy and no comprehensive legislative protec
tion, the value of information gathering to com
panies and government agencies generally seems
to outweigh the desires of individuals for priv
acy. The ethical issue here may be better under
stood by framing it as a matter of differential
power. Organizations make powerful decisions
about individuals, deciding whether they receive
benefits, go to jail, get insurance, and so on, and
they make these decisions on the basis of per
sonal information. Individuals do not have con
trol over that information and, hence, do not
know whether these agencies are basing deci
sions on accurate or appropriate information.
Hence, individuals have very little power in re
lation to these organizations.

The differential in power raises a variety of
ethical issues in business. First, and perhaps
foremost, it raises questions about how we
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might better organize an information industry so
as to benefit society and respect the desire for
personal privacy. This is complex insofar as we
want both efficient private and public institu

tions and a high degree of individual autonomy.
Another set of privacy issues in business has to
do with how businesses handle information
about individuals. Shouldn’t they have policies
informing employees about the confidential
nature of information and restricting how they
use it? Shouldn’t companies inform their cus

tomers as to how they will treat information the
customers provide? Does the company gather
more information than it needs? Does the com

pany’s use of personal information lead (directly
or indirectly) to racial or gender discrimination?

RESPONSIBILITY

Computer technology often changes or diffuses
understanding of who is responsible for what.
The legal liability of those who produce and sell
software  (mass market software, custom
systems, and hybrid systems) for errors and mal
functions in the software is still being worked
out in the courts. Law aside, there are special
issues of responsibility in software because of its
power and complexity. Software that automates
an activity such as an industrial process is based
on a model of that activity. A computer system is
then built on the basis of the model and may
consist of millions and millions of lines of com
puter code. Those who design and program
computer systems admit that they can never be
sure that the software is perfect: the model may
be incomplete and the code may have errors in it.
While there may be ways to test a system, often it
cannot be tested under every condition so as to
eliminate the possibility of error. This, of course,
must be figured into our understanding and use
of computer systems, but its implications
for responsibility are problematic. It seems to
mean, for example, that errors and consequent
accidents or harms will occur for which no one is
responsible. What can be done to minimize acci
dents? What sort of system of liability or insur
ance can be worked out to compensate those who
are harmed?

More and more decision making is now being
done by computer or based on complex com
puter analysis. Computers now manage indus

trial processes, monitor patients in hospitals,
route airplanes, approve and assign credit limits,
and so on. Even when computers do not make
decisions, human decision makers now rou

tinely base their decisions on computer analysis
— computer analysis that the decision maker may
not fully understand because he or she does not
understand the inputs and algorithms used in
the program. In such a situation the human
decision maker may feel compelled to act on
the computer output because it justifies a deci

sion. Imagine, for example, a person who man

ages funds for a pension plan. She believes this is
not a good time to invest more money in bonds,
but the computer system that her company uses
regularly is recommending bonds. If she does
not follow the system recommendations, she
may be accused of mismanaging funds and the
computer output can be used as evidence of her
“incompetence.” She does not understand how
the system works but her years of experience tell
her it is wrong this time. If she follows the advice
of the computer system, is she abdicating re

sponsibility or acting in a responsible way?

THE INTERNET

In the last decade, use of the Internet (by indi
viduals and companies) has increased at unpre
cedented speed, and with its development has
come a good deal of speculation as to what it will
mean and do to individual lives, global politics,
and the global economy. The Internet has
changed the environment of business and this
has meant, among other things, that many of the
standard issues in business ethics arise in new
ways and with a global and international twist.
The Internet links individuals and companies,
making it possible to do business instantan
eously, and to intensively manage companies,
on a global scale. Individuals, industries, and
governments send and receive digitalized infor
mation in literary, audio, and video form. Prop
erty rights, privacy, and responsibility issues
arise between nations with a greater intensity
than ever before. With companies so dependent
on the Internet, its security has become a major
issue. The Internet and the relationships and
activities it facilitates are likely to continue to
evolve and change the way business is done, and
consequently the ethical issues in business.
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conflict of interest
Michael Davis

occurs if and only if a person P is in a relation

ship with one or more others requiring P to

exercise judgment in their behalf, and P has a

(special) interest tending to interfere with the

proper exercise of judgment in that relationship.

The crucial terms in this definition are “rela
9y g 9y (s

tionship,” “judgment,” “interest,” and “proper
exercise of [that] judgment.”

Relationship.  This term is quite general, includ
ing any connection between Pand another person
justifying that other’s reliance on P for a certain
purpose. So, for example, employers typically
have such a connection with their employees.

Judgment. Judgment (as used here) is the ability
to make certain decisions correctly more often
than would a simple clerk with a book of rules
and all — and only — the same information. Some
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jobs, such as assembly line worker, require little
or no judgment; most, especially at the profes
sional level, require a good deal.

Interest.  An interest is any loyalty, concern,
emotion, or other feature of a situation tending
to make P’s judgment (in that situation) less reli
able than it would normally be (without rendering
P incompetent). Financial influences and family
connections are the most common interests dis
cussed in this context, but love, prejudice, grati
tude, and the like can also be interests.

Proper exercise.  'What constitutes proper exer
cise of judgment is generally a question of social
fact, including what people ordinarily expect,
what P or the group P belongs to invite others
to expect, and what various laws, professional
codes, or the like require. What is proper exer
cise of judgment in one job may well not be in
another. For example, a lawyer who resolves
every reasonable doubt in favor of an employer
when presenting the employer’s case in court
exercises professional judgment properly; an in
dustrial chemist who does the same thing when
presenting research at a conference does not.
What’s wrong with conflict of interest? To
have a conflict of interest is to be less reliable
than one normally is (that is, to be less deserving
of reliance). In this respect, the interest in ques
tion is special: to exercise one’s judgment when
one has a conflict of interest is to take an unusual
risk of error. A conflict of interest is not simply a
conflict within one’s interests, commitments, or
values. Rather, it is a conflict between some
special interest and the proper exercise of com
petent judgment. So, for example, I do not have
a conflict of interest just because I promised to
work here and also promised to work somewhere
else during the same period. That conflict of
commitment does not threaten my judgment.
I would, however, have a conflict of interest if,
as director of purchasing, I had to choose among
suppliers when one was my daughter. I would
find it harder than a stranger to judge accurately
the relative quality of her product or service.
Would I be harder on her than a stranger
would, easier, or just the same? Who knows?
Accountants often describe this inability to
judge as someone less involved would as a loss of
“objectivity’’; other professions have other terms.
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But the underlying idea is the same: the judgment
in question depends on something it does not
ordinarily depend on, something it should not
depend on. A conflict of interest is therefore ob
jectionable for at least one of three reasons:

1 Insofar as P is unaware of the conflict, she
is incompetent. We generally suppose
people in positions of responsibility to
know their limits, especially when these are
obvious.

2 If those justifiably relying on P for a certain
judgment do not know of P’s conflict of
interest and P knows (or should know) that
they do not, P is allowing them to believe
that she is what she is not; she is, in effect,
deceiving them (since their reliance on her is
justified until she reveals what she knows).

3 Even if P informs those justifiably de
pending on her judgment that she has a
conflict of interest, her judgment will still
be less reliable than it ordinarily is. P there
fore risks appearing less competent than
usual (and perhaps less competent than
someone in her position should be). Conflict
of interest can be a technical problem even
when no longer a moral problem (and, even
as a technical problem, can harm the reputa
tion of the profession, occupation, or indi
vidual in question).

What can be done about a conflict of interest?
One can avoid some conflicts of interest (for
example, by putting one’s stocks in a blind
trust or by refusing a gift); escape others (for
example, by divesting oneself of the conflicting
interest or by withdrawing from, or redefining,
the relationship of dependence); or, in some
cases, disclose the conflict to those relying on
one’s judgment (thereby preventing deception
and allowing those relying on one to adjust
their reliance accordingly). In general, disclosure
does not end the conflict of interest but merely
renders it less likely to be harmful.

P has a potential conflict of interest if and only
if P has a conflict of interest with respect to a
certain judgment, but is not yet in a situation
where he must make that judgment. Potential
conflicts of interest, like time bombs, may or
may not go off.

P has an actual conflict of interest if and only
if P has a conflict of interest with respect to a
certain judgment and is in a situation where he
must make that judgment.

P has a (mere) apparent conflict of interest if
and only if P does not have a conflict of interest
(actual or potential), but someone other than P
would nonetheless be justified in concluding
(however tentatively) that P does have a conflict.
An apparent conflict is objectionable for the
same reason that any apparent wrongdoing is
objectionable. It may mislead people about
their security, inviting waste of resources on
unnecessary precautions. An apparent conflict
is resolved by making available enough informa
tion to show that there is no actual or potential
conflict.
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consent
A. John Simmons

An act by which one freely changes the existing
structure of rights and obligations, typically by
undertaking new obligations and authorizing
others to act in ways that would otherwise have
been impermissible for them.

Consent is a concept of central importance in
moral, political, legal, and economic contexts. In
typical cases, a person’s consent to another’s acts
removes moral or legal objections to, or liability
for, the performance of those acts. In medical
practice, for instance, the “informed consent” of
a patient to a procedure can justify the phys
ician’s acti