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Preface

In Part One of this book, I advance a game-theoretic version of the classical
four temperaments perspective on human nature. In Part Two, I offer an
understanding of business ethics as a phlegmatic, pragmatic, and practical way
of solving social games that is more productive than, but not morally superior
to, other ethics animated by more emotionally intense temperaments.

Writing this book has involved a very long journey, in which I have expe-
rienced my own versions of the classical repertory of Sanguine, Melancholy,
Choleric, and Phlegmatic feelings. Over the years on that journey, I have
been inspired by the scholarship of four teachers I have been lucky enough to
have known, and who have served as intellectual lodestars. Through them, I
have learned, succeeded, failed, and tried again.

Professor Thomas Schelling, who many years later won a well-deserved
Nobel Prize, was the first of my four guides at Harvard College in 1973. I felt
tremendous enjoyment in my freshman seminar with him that fall.' T was
fascinated and excited by the idea that you could use game theory to under-
stand the world. I loved the 2 X 2 matrices he introduced us to, and the some-
times logical, sometimes psychological exercises he had us do and discuss.

In particular, I was deeply impressed by the disturbing logic of the
Prisoner’s Dilemma that Professor Schelling described to us. How could
rational egoists escape the trap of following a “dominant strategy” that made
both players better off no matter what the other did, yet left them both with
a poorer outcome than they could have if theyd only been able to
cooperate?

The man with the unfashionable bristly crew cut and glasses who was
teaching us was one of the leading strategists of the Cold War era, when thou-
sands of American and Russian missiles were poised to strike the other nation’s
cities and people at a moment’s notice. By 1973—thanks in part, I believe, to
Professor Schelling’s work—detente was in the air, and nuclear war had
become a less omnipresent and frightening prospect than it had been in the
early 1960s, when my elementary school classmates and I had hidden under
our desks in simulated fallout drills at the time of the Cuban missile crisis.
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After enjoyment came shame. Like many academically inclined under-
graduates in the 1970s who in another era might have gone on for their
doctorates, I felt dubious about academic life and went to law school. PhDs
were driving taxicabs, or so rumor had it, because the professorial jobs were
all taken—and wasn’t the real world the place to be in any case, not the ivory
tower? But my dreamy, theorizing side remained strong, and in law school, 1
encountered the second person who transformed my thinking about games
and the world.

Professor Schelling had made the eighteen-year-old me a deep-dyed
believer in game theory. Duncan Kennedy—a charismatic, long-haired
Harvard Law School professor who was a star in the then-new Critical Legal
Studies movement—helped make the somewhat older me a skeptic about
standard game theory, and about my earlier enthusiasm.

My loss of faith did not come from personal preaching by Duncan, for I
never took a class with him, but from his articles, and, perhaps, through some
instant mind-meld, from a time I saw him give a talk.? Post-Duncan, I was
still preoccupied with the Prisoner’s Dilemma. But now it was a skeptical,
debunking fascination. As I toiled away as a litigator at a Wall Street law firm
in the go-go 1980s, I consoled myself with the prospect of collecting my
bonus, quitting my job, and writing a genre-busting philosophical novel that
would include a critical dissection of game theory.

Hoping to make a break from law practice to teaching, I sent out letters to
various schools inquiring about job possibilities and describing my novel. No
job interviews resulted, but I did get a short anonymous note, postmarked
from Michigan, saying that I should take a look at Robert Frank’s Passions
within Reason.?

I duly read the book. I was extremely impressed at Bob’s account of how
moral emotions could serve strategic functions—for instance, of how blush-
ing could be a reliable signal of a character that was embarrassed by a lie and
thus likely to be a trustworthy trading partner. Stimulated by Passions, I read
other academic and popular works by Bob that used the Dilemma in a variety
of imaginative ways to argue for public polices—for example, for work safety
regulations as a good way to control a race to the bottom based on workers
caring about their financial position relative to other workers, and hence
valuing safety too little.

In the 1990s, my split “Duncan” and “Bob” halves were both productive.
With the help of a business law colleague of my fathers, I'd been lucky
enough to get an adjunct teaching job at my father’s school that eventually
led to a tenure-track job. Faced with publish-or-perish pressure, I buckled
down to write two kinds of articles. One kind drew on my “Bob side” to
make a game theory—based case against the rat race. For example, I surveyed



Preface e  xiii

my MBA students on their work hour preferences and analyzed the results to
support the claim that managers in general, and women managers with chil-
dren in particular, were trapped in a Dilemma that led them to work longer
hours than they preferred.* The second kind drew on my “Duncan side” to
make a case that logical models usually associated with one political position—
the Prisoner’s Dilemma and liberalism, supply—demand curves and free-
market conservatism—could be flipped to tell the opposite side’s story.”

My split halves had worked fine for writing articles. But I could not make
them pull together in 1999 after I got tenure and had a year-long sabbatical,
or over the next ten years or so that I struggled futilely with successive ver-
sions of what was supposed to be a book on political ideology. There was a
division within me. Was I tearing the heart out of ideology, and the fever
dreams of believers of all stripes? Or was I supporting ideology, and advanc-
ing my own “neither right nor left” ideology? The result was a hypertrophied
righteousness module. I was grumpy about my intellectual guides, and righ-
teously angry about my own and everyone’s self-righteousness, partly because
I couldn’t acknowledge and accept the ashamed, fearful, sad side of myself.

In the last four years or so, I believe I have gotten some way to the balance
that so long eluded me.

First, reality brought me closer to accepting sadness as a part of my life.
The Saturday of Memorial Day weekend in 2010, my sister in Massachusetts
called to tell me that my father had had a seizure while driving with my
mother, had been diagnosed by the doctors at Newton-Wellesley Hospital
with a brain tumor, and would be operated on at Mass General Hospital on
Monday. His tumor, we learned after his operation, was an invariably fatal
glioblastoma, the same type that killed Teddy Kennedy.

My father died in 2012. One Saturday morning in April he was walking
around a pond, his optimistic spirit if not his mind intact. A day and a half
later he was gone. Sadness remains.

A second reason for possibly moving closer to balance involves a shift in
my teaching and research focus over time from business law to business eth-
ics. For me, law, like politics, powerfully stimulates the point—counterpoint,
righteousness-first part of myself. Ethics, not so much. Happiness surfaces
more easily; competitive fervor is less powerful.

Another reason I think I have come closer to balance relates to a fourth
intellectual mentor, social psychologist Jonathan Haidt. I've gotten to know
Jon in his new job as a business ethicist at New York University, where he
runs a seminar with Bob that I attend. Jon’s work criticizing (and appreciat-
ing) righteousness among political believers and all the rest of us helped me
to let go of my ambition to write a politics book, and to turn my book-
writing focus toward business ethics.
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At long last, forty years after my fall afternoons in Cambridge with
Professor Schelling, I am closer, I hope, to the spirit of calm and appreciation
of all four of my intellectual mentors that I need to write a book that draws
from them. What I have to say combines their modern approaches to games,
to social science, and to criticism with a very old understanding of ethics as
balance that is found in the classical West and also, in somewhat different
versions, in other parts of the world. After reading this book, you will be able
to draw on a new way of understanding ethics in general, and business ethics
in particular, in terms of temperaments and games. That understanding may,
I hope, be of assistance to you in attaining your own version of balance at
home and at work.
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Overview of the Book

The Temperaments Active/Yang ! Reactive/Yin . ..
Positive :) Sanguine :) ! Phlegmatic :) ...
Negative :( Choleric :( ! Melancholy (...

The Four Temperaments

The overarching idea of the book, illustrated in the figure above, is that we
have an ethical nature that accords with the classical view of ourselves as divided
into four temperamental quadrants. We have a Sanguine, happy quadrant; a
Phlegmatic, practical quadrant; a Choleric, angry quadrant; and a Melancholy,
sad quadrant. The basic reason for our four-part nature, I will suggest, is to
equip us with the emotions and intuitions that allow us to solve four major
kinds of social games that correspond to the four temperaments. Our cheerful,
optimistic side enables us to do well in Sanguine, or Harmony, games; our
pragmatic, calm side helps us in Phlegmatic games; our anxious, ashamed side
helps us get along as well as may be in Melancholy games; and our righteous,
punishing side helps us cope with Choleric, or Disharmony, games.

I have been inspired in writing this book by my students, and by the expe-
rience of being a teacher. As I worked to finish the book, I taught business
ethics to executives in Singapore and to MBA students and undergraduates in
New Jersey, and also taught ethics to second and third grade children in a
religious education program. In what follows, I draw on all these classes, and
on my years of teaching experience. Much as this book is highly abstract
and theoretical in some respects, it is also intended to be highly practical, and
useful to teachers and students. With that in mind, at the end of the intro-
duction and each chapter I will offer suggestions on how the material in the
section can be taught, whether to others or to oneself, and taken to heart.



Introduction: The Four
Temperaments and the Four Games

n this book, I suggest that if we bring together the modern system of

game theory with the classical system of the temperaments, or passions,

we can make progress in understanding our ethical nature, which is not
possible with either system alone. In realizing how happiness, anger, calm,
and shame all help us solve social games, we can attain a better grasp of the
logic of human social interactions and of all kinds of social interactions,
including our sometimes frustrating, sometimes satisfying interactions with
nonhuman actors, such as software programs and organizations. Together
with other people, we can draw on our intuitions, our emotions, and our
reason to do a better job in creating Harmony' with people, with nature, and
with our material and abstract creations, in different moods—tranquil, com-
pliant, competitive, and, especially, happy.

By combining game theory with the temperaments, we can also make
progress in understanding business ethics as both a state of mind and an
historical phenomenon. Business ethics, in the view that will be advanced
here, is a distinctive way of solving social games that relies especially on the
Phlegmatic,? practical, and pragmatic side of our nature. It is now histori-
cally ascendant, and has helped bring about our highly productive material
and cultural order—but it is not, I contend, morally superior to other
temperamentally based ethics that have been ascendant in earlier eras of
human history.

The strategy of the book is inspired in part by the modernist interpreta-
tions of the classical Four Temperaments by George Balanchine, Paul
Hindemith, and Tanaquil LeClercq in the 1946 ballet of that name.
Balanchine’s choreography and Hindemith’s music—flowing and quiet in
the opening Phlegmatic variation, jittery and aggressive in the closing
Choleric variation, danced by LeClercq—were combined with simple black
and white costumes of leotards and T-shirts, at the time a radical innova-
tion in classical ballet. The ballet was better, more informed critics than
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I have agreed,’® for not simply mimicking a classical worldview and classical
balletic technique, but for fusing it with a stripped-down, abstract
modernism. A similar point applies here. I hope, in this book, to marry
good, true, and beautiful elements in the classical tradition of the tempera-
ments with the same elements in another version of twentieth-century
modernism: game theory.

At nearly the same time as Balanchine’s ballet—in the deep ethical shad-
ows cast by World War II, Hiroshima, and the Holocaust—John von
Neumann, Oskar Morgenstern, John Forbes Nash, Thomas Schelling, and
other intellectual pioneers developed a new, abstract rhetoric of matrices
and mathematics.* They used this new rhetoric to analyze the logic of
social interactions of all kinds between all types of people and entities:
prisoners, spouses, teenage daredevils, business competitors, the United
States, and the Soviet Union. Their new rhetoric combined abstruse, eso-
teric language with powerful, highly disturbing hypothetical scenarios: the
Prisoner’s Dilemma, the Battle of the Sexes, Chicken, and the Stag Hunt.
All of these stories—especially the uber-story of the new rhetoric, the
Prisoner’s Dilemma—embodied a troubling message about the tension
between logic and virtue: To be perfectly informed and logical—to clearly
understand one’s interests, and to act on that understanding in a perfectly
rational, calculating fashion in a game with another person who was
equally perfect—was to fail in achieving what you and the other player
desired together. Your individual interest and your collective interest were
at war. Rationality and ethics, far from being conjoined, were locked in
struggle.

More than sixty years have passed since the doom-haunted 1940s that
gave birth to game theory. From its origins as a field centered on calculating
human actors, game theory, in its rising, evolutionary form, has broadened
its focus.” It now offers itself to us as a way to understand the logic of all
kinds of interactions—games—between entities of all kinds, whether or
not they are calculating, conscious, or alive. This book is animated by a
hope that the mood of our time has shifted sufficiently from the appropri-
ately sad, self-reproachful one that ruled when game theory was born, and
was reflected in the work of the pioneers of the field, to a more open-ended,
balanced spirit. In our time, it has become possible, I hope, to advance a
new, non-mathematical, humanistic, optimistic, temperament-based inter-
pretation of game theory, one that is respectful of the calculating, relent-
lessly logical, and self-critical spirits that ought to rule in their place, but
also of other, freer, more cheerful spirits that have their own proper
domains. Advancing such an interpretation is the major intellectual project

of this book.



