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Preface

The preface to the first edition of Business Ethics: Readings

and Cases in Corporate Morality began with advice from

Cicero’s De officiis: “To everyone who proposes to have a

good career, moral philosophy is indispensable.” Cicero’s

words are as true and as timely as ever, and the fifth edition

of this text represents our continuing commitment to the

union of ethics and business.

The field of business ethics has grown tremendously since

1984, when the first edition was released. At that time,

business ethics had just begun to gain momentum. Today it

is a mature field. In a 1988 report, the Business Roundtable

referred to corporate ethics as “a prime business asset,”

and corporations have begun to take significant steps

toward integrating ethical values into their corporate

cultures. In fact, the Center for Business Ethics at Bentley

University was the facilitating institution for a newly formed

organization made up of practicing ethics officers of major

corporations. The Association to Advance Collegiate Schools

of Business has strengthened its call for grounding in ethics

as one of the essential elements of sound business

education. Literature in business ethics continues to grow

and deepen.

In the fifth edition of Business Ethics, we have attempted

to include both the best new thinking on ethical issues in

business and the first, second, third, and fourth editions’

time-tested favorites. The goals of the text remain the

same. We have tried to be comprehensive. In our coverage

of the issues, we have selected what we believe to be the

most important currently debated moral concerns in the

field. We have retained many of the topics from the fourth

edition and have added new material on issues such as



workplace romance and business sustainability. All of the

chapters have been revised to some extent. The final

section has been extensively revised and now includes

material on developing and sustaining an ethical corporate

culture. Many cases from the fourth edition remain, but we

have included timely new cases such as those on Heineken

and African employees with HIV/AIDS, football coach Joe

Paterno and whistleblowing obligations, and Walmart’s

bribery scandal in Mexico. We have also added a new

feature to the fifth edition, a series of ethical mini-dilemmas

faced by MBA students. The ethical dilemmas add another

means for readers to consider and discuss ethical issues

faced by individuals in business. As an additional feature,

we have also added a list of potential Hollywood movies

students can watch that contain important business ethics

issues.

As with earlier editions, we have tried to be impartial. The

format of the text, wherever appropriate, is point/counter-

point, and we have included the strongest statements we

could find of different perspectives on the issues. We have

made an effort to include articles by thinkers from a wide

range of constituencies – not just academics, but

representatives from a variety of other professions.

Finally, we have tried to be systematic. We have retained

the basic organization of earlier editions. We begin with

theoretical, structural, or more widely focused issues such

as economic justice, the justice of economic systems, and

the nature and responsibility of business. These give a

framework for discussion and understanding of more

specific, concrete issues, such as employee rights, the

ethics of marketing and production, environmental ethics,

and multinational issues. We conclude with a chapter on

current challenges and future issues. Of course, the book

may be used in many different ways. Some instructors may

prefer to save the more abstract topics for the end of their



course. We believe that the book lends itself readily to

organizational variations.

The fifth edition continues to include an introduction to

each part that sets out the major themes of the articles and

places them in context. This edition includes brief

introductions to the mini-cases and cases, and points out

which articles might be most directly relevant to them. A set

of discussion questions follow each chapter. These can be

used as a focus for student discussion, for review, or for

tests, quizzes, or student assignments.

We would like to express our appreciation to Bentley

University for its support of this and other projects in

business ethics. Thanks also go to Mary Chiasson, senior

associate director of the Center for Business Ethics, Jeffrey

Kimball, graduate research assistant at the Center, and

Faidat Olamuyiwa, Leon Sullivan Scholar at the Center, for

their help in the preparation of this manuscript.

Finally, we are grateful to the following scholars for their
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General IntroductionThe

Nature of Business Ethics

Business is a complex web of human relationships –

relationships between manufacturers and consumers,

employers and employees, managers and stockholders,

members of corporations and members of communities in

which those corporations operate. These are economic

relationships, created by the exchange of goods and

services; but they are also moral relationships. Questions

concerning profit, growth, and technological advance have

ethical dimensions. These include the effects of pollution

and depletion of natural resources on society at large, the

quality and character of the work environment, and the

safety of consumers. As an anthology in business ethics,

this text proposes to explore the moral dimension of

business.

Ethics may be defined as the study of what is good or right

for human beings. It asks what goals people ought to pursue

and what actions they ought to perform. Business ethics is a

branch of applied ethics; it studies the relationship of what

is good and right to business.1

But how do we know what is right or wrong or good or bad

for business? Before discussing in more detail the content of

the various ethical principles, it might be helpful to clarify

what ethics is not.

Ethics and etiquette: For some, ethics or morality is

confused with the notion of etiquette. In most cases

etiquette refers to behavior that is considered socially

acceptable, as opposed to morally right or wrong. Concepts

such as politeness, manners, one’s dress, or rules of

conduct might be associated with etiquette. For example,



etiquette might require one to use a handkerchief upon

sneezing, or to shake hands when meeting someone for the

first time. There may be cases though when proper

etiquette can cross over the line into the domain of morality.

For example, in some countries acceptance of gifts in

business might be considered proper etiquette, although

arguments can be raised that such activity is unethical.

Ethics and the law: Typically, the law tends to reflect or

embody the moral norms of society, and on this basis it can

be suggested that what is legal is also ethical. Although

ethics and the law often overlap, this may not always be the

case. Some laws could be considered amoral, such as

driving on the right-hand or left-hand side of the road.

Alternatively, many acts which are legal might still be

considered to be unethical, such as receiving gifts from

suppliers, conducting personal business on company time,

or invasions of privacy. Still, in other cases, laws themselves

may be determined to be unethical, such as the previous

Apartheid laws in South Africa, or the previous racial

discrimination laws in the USA. For this reason, it is

important to realize that the law does not always equal

ethics, and in most cases merely sets out the minimum

standards of expected behavior.

Ethics and religion: In a number of respects, ethics and

religion are related to each other. Many of our ethical

prescriptions, such as don’t kill or steal, derive from

religious doctrine. The “golden rule,” or “do unto others as

you would want done to yourself,” can be found expressed

in some form across most religions. Although ethics and

religion often overlap, this is also not always the case.

Certain religious prescriptions have been considered by

others to be immoral, such as religious decrees prohibiting

abortion or euthanasia. Certain religious prescriptions

regarding the role of women in society have also been

considered by others as being immoral or unethical. One



must therefore be careful before necessarily accepting that

ethics and religion are one and the same.

It is sometimes said that business and ethics don’t mix. In

business, some argue, profit takes precedence. Business has

its own rules and objectives, and ethical concepts,

standards, and judgments are inappropriate in the context

of business. But this view is fundamentally mistaken.

Business is an economic institution, but like our economy as

a whole, it has a moral foundation. The free-market system

reflects our convictions about the nature of the good life and

the good society, about the fair distribution of goods and

services, and about what kinds of goods and services to

distribute. It is true that the goal of business has been profit,

but profit-making is not a morally neutral activity.

Traditionally, we have encouraged business to pursue profits

because we believed – rightly or wrongly – that profit-

seeking violates no rights and is best for society as a whole.

This conviction has been the source of business’s

legitimacy, our belief in its right to exist. In the past two

decades, however, the belief that business makes an

entirely positive contribution to the general welfare has

been challenged. For many, business’s connection with the

moral foundation which justified it no longer seems clear.

Distrust of business has increased; recent polls, for

example, indicate that Americans believe that the ethical

standards of business are lower than those of society as a

whole. Many thinkers contend that business faces a crisis of

legitimacy. In such a climate, an investigation of business

values, of the moral dimension of business, and of the role

of business in society becomes urgent. To undertake such an

investigation is the task of business ethics. This anthology

approaches this task on four levels:

1. An ethical investigation of the context in which

American business is conducted – that is, capitalism or

the free-market system. Does the system truly contribute



to a good society and reflect our most important social

values? In particular, is it a just system, one that reflects

our beliefs about the fair distribution of goods and

services? The selections included in Part 1 of this text

explore the meaning of justice in a modern economy, and

the question of whether capitalism embodies that ideal. It

also suggests some specific ways in which ethical values

have operated or should operate in business decision

making.

2. An inquiry, within this broad economic context, into the

nature and role of business organizations. Is the function

of business activity simply to make a profit? Do

businesses have other obligations because of their vast

power or relationship to other elements of society? How

might corporate structures best reflect the nature and

responsibilities of corporations? Such questions are taken

up in Part 2.

3. An examination of particular ethical issues which arise

in the course of business activity, such as employee

rights and duties, relationships in working life, hiring

practices, advertising and product safety, obligations to

the environment, and operating in foreign countries. A

range of such issues is covered in Parts 3 and 4.

4. An examination and ethical assessment of the values

which reside implicitly in business organizations and

business activity in general, such as freedom of

opportunity, economic growth, and material well-being.

We pursue this endeavor throughout the text, and in Part

5 we examine the development of the corporate ethos

and reflect on the future of the moral corporation.

Engaging in ethical reflection on business at each of these

levels requires using ethical concepts, theories, and

standards of judgment. The remainder of this General

Introduction presents some of the most important principles

of ethical theory. To provide a context for discussion of these



principles, we begin with a brief history of the field of

business ethics. We then discuss the types of business

decisions we can make.

Brief History of Business

Ethics
How has the field of business ethics developed over time? Is

it merely a passing management fad? This hardly appears to

be the case. Certainly ethics in business has been an issue

since the very first business transaction. For example, the

Code of Hammurabi, created nearly four thousand years

ago, records that Mesopotamian rulers attempted to create

honest prices. During the fourth century BC, Aristotle

discusses the vices and virtues of tradesmen and

merchants. The Old Testament and the Jewish Talmud

discuss the proper way to conduct business, including topics

such as fraud, theft, proper weights and measures,

competition and free entry, misleading advertising, just

prices, and environmental issues. The New Testament and

the Islamic Koran also discuss business ethics as it relates to

poverty and wealth. Throughout the history of commerce,

these ‘codes’ have had an impact on business dealings.

During the nineteenth century, issues such as the creation

of monopolies and the use of slavery were important

business ethics issues, and continue to be debated now.

In recent times, business ethics has moved through

several stages of development. Prior to the 1960s, business

was often considered to be an amoral activity; concepts like

ethics and social responsibility were rarely mentioned.

During the 1960s, a number of social issues in business

began to emerge, including civil rights, the environment,

safety in the workplace, and consumer issues. During the

1970s, the field of business ethics took root in academia,



with most US schools offering a course in business ethics by

1980. From 1980 to 1985 the business ethics field continued

to consolidate, evidenced by the flourishing of journals,

research centers, and conferences. From 1985 to 1995

business ethics became integrated into large corporations,

with the development of codes of ethics, ethics training,

ethics hotlines, and ethics officers. Since 1995, issues

related to international business activity has come to the

forefront, including issues of bribery and corruption, and the

use of child and slave labor abroad. Since 2001, most of the

focus has been on understanding the causes of such major

corporate scandals such as Enron and WorldCom, as well as

preventing another 2008 financial crisis.

Let’s now look at an example of the kind of ethical

decision individuals sometimes face in business.

Types of Business

Decisions

The Amalgamated Machinery

dilemma

Ted Brown is worried. A salesman for Amalgamated

Machinery, he is in charge of negotiating an important sale

of construction equipment to the government of a small but

rapidly developing nation. Deeply in debt, Amalgamated has

staked its future on penetrating foreign markets. And Ted’s

potential contract is not only a very large one, it could open

the door to even bigger sales in the future. If he lands the

contract, Ted’s future in the firm is bright – and he was

convinced he would get the contract until he spoke with a

powerful government official who is involved in the

negotiations. Ted’s bid, the official explained, is regarded



very favorably. In fact it is the lowest. All that is needed to

clinch the deal is a $100,000 “commission fee” payable in

cash to the official. If Ted does not pay the fee, the official

regrets that the contract will go to a competitor.

Ted knows that the sale is crucial for his company. He

believes that his customers would get the best possible deal

by buying Amalgamated’s equipment. And he knows that

$100,000 is a relatively small sum compared with the

potential profits represented by the contract. Yet, although

he is aware that such payments are not unusual in many

countries, he has always felt that they were wrong, and has

never before used them to secure a deal.

Ted Brown’s dilemma is fictitious, but it is not farfetched. It

illustrates a problem businesspeople often face: Should the

interests of the firm override personal convictions about the

right thing to do, or should one always act on one’s personal

convictions despite the consequences for the firm? Clearly,

Ted’s decision will not be easy. How should he go about

deciding what to do? And if Ted were to ask you for advice,

what would you say?

One thing you might point out is that Ted needs to

understand the kind of decision he is making. Although he

can do only one of two things – either pay the $100,000 or

not – he can formulate his decision from at least three

distinct perspectives or points of view. They are:

1. Which is the better decision from a business point of

view?

2. Which is the better decision from a legal point of view?

3. Which is the better decision from a moral point of view?

A second point is that in most (but not all) cases when

someone decides to do something that he or she regards as

important, the decision to act comes at the end of a process

of deliberation. And to deliberate about an action is

(roughly) to weigh the reasons for doing it according to

some standard or principle. Such standards or principles



have two important features. First, they are supposed to

apply to all decisions of a certain kind regardless of who

makes the decision. Second, they purport to differentiate

between better and worse decisions of that kind. For

example, if Ted were to decide from a business point of view

he would weigh the reasons for paying or not paying

according to a principle that differentiates between better

and worse business decisions. Often that principle is

assumed to be this: In every business undertaking, one

ought to do whatever maximizes long-term profits. So if Ted

believes that the decision should be made from a business

point of view, and if he were to judge that paying the bribe

would maximize long-term profits, he would pay up.

Suppose, however, Ted believes that the decision should

be made from a legal point of view. Now the principle might

be: For any action to which the law applies, one ought not

do that act if it is illegal. As anyone familiar with the law

knows, determining whether a specific act is legal can be

difficult. But assume Ted decides that it is illegal to make

the payment. Then the principle instructs him not to pay. On

the other hand, suppose he decides it is legal. Should he

pay? Not necessarily. The standard says only, “If something

is illegal, don’t do it.” It doesn’t say, “If it is legal, do it.” So

in a sense the legal principle is incomplete. Once Ted

decides that the act is legal, it has nothing further to tell

him about what is best to do.

The third way that Ted could make his decision – the one

we will be most concerned with in this General Introduction

– is from a moral point of view. What is it to decide from a

moral point of view? If we follow the model presented

above, it is to evaluate the reasons, to deliberate about

doing one thing rather than another according to some

moral standard or principle that differentiates between

better and worse moral decisions. So to decide from a moral

point of view we need, first, to know what kind of moral



principles there are; second, what kind of reasons are

relevant to moral action; and, third, how to evaluate those

reasons in light of the principle. For example, suppose the

moral principle Ted accepts is: One always ought to do what

is in one’s own self-interest. Then he would consider the

reasons for believing that paying the bribe, or not paying, is

in his best interest. Suppose, for example, that after

analyzing the business aspects of paying the bribe he finds

that paying would maximize profit. This could be to his

advantage since a firm that places a high value on profit is

also likely to place high value on employees who contribute

to profit. However, if the bribe is illegal, and if it is

discovered that Ted paid the bribe, he would be in trouble.

The authorities would probably impose a heavy fine on the

firm, and this would not endear Ted to upper management.

Furthermore, Ted might face legal sanctions himself. It

seems, then, that if Ted wants to do what is in his own best

interest he has a lot of thinking to do. Making the correct

decision from a moral point of view will not be easy.

In fact, it is characteristic of moral decisions that they are

not easy. There are three main reasons for this. First, much

more often than not, moral decisions are important. They

affect our lives and the lives of others in significant ways.

Second, moral decisions are complex. Frequently no obvious

or easy solution presents itself, and it is not unusual for

there to be several alternatives that seem equally

reasonable. Finally, there is often deep disagreement about

which moral principle should be applied to the decision.

Different people may have very different ideas about which

standard is appropriate. To take a (slightly modified) famous

example, suppose someone, call him Paul, faces the

problem of either leaving home and joining the forces

defending his country from invasion by an evil empire, or

staying and comforting his mother through the last stages

of a debilitating and fatal illness. Should he go or stay?



Suppose Paul accepts Ted’s moral standard: One always

ought to do what is in one’s own best interest. And suppose

Paul decides that it is in his best interest, all things

considered, to avoid the problem altogether. So he decides

to relieve his mother of what small savings she has

accumulated and purchase a ticket on the next plane

leaving for a more peaceful and prosperous kingdom.

Surely, he reasons, this would be better for him than risking

his life in a war or dawdling about waiting for an old woman

to die.

Most people would probably be outraged by Paul’s

decision. Some might argue that he has duties to his mother

that override his self-interest. Others might say that he

should promote the common good of his fellow citizens by

defending his homeland. And still others would say that his

decision shows character flaws such as cowardice and

ingratitude. Each of these responses makes implicit appeal

to a different ethical viewpoint – a different way of

understanding what Paul ought to do. In the pages to come

we will discuss each of these viewpoints. But before we do

so we will return briefly to the three different ways that Ted

can understand his decision.

The problem of conflicting decision-

making rules

We said that Ted can understand his decision from either a

business, legal, or ethical point of view. The question

naturally arises: Which should he choose? The question

would not be hard to answer were there never any

possibility of conflict between them; that is, if the best

business decision were always and at the same time the

best legal and ethical decision. But there is a possibility of

conflict. For example, it might maximize profits to pay the

bribe even if it is illegal and immoral. And bribery might be

immoral, even if not illegal. So the best thing to do from a



moral point of view need not be the best thing to do from a

business or legal point of view. On the other hand, conflict is

not always present. In many cases, perhaps in most cases,

the best business decision will also be legally and morally

acceptable. In addition, a growing body of empirical

evidence has emerged suggesting that “good ethics is good

business,” or at least that “bad ethics is bad business.”2 But

when conflict is present, we need some way to decide what

to do. For example, companies which base their decision

making on what is the best business decision will inevitably

engage in unethical activity when it is profitable to do so.

To resolve potential conflicts, consider the following rules:

1. Whenever there is a conflict between ethics and the

law, one ought always to do what the law requires.

2. Whenever there is a conflict between ethics and

business principles, one ought always to do what business

principles require.

These rules tell us what to do in situations in which ethical

and legal or business principles give different instructions.

Thus they resolve cases of conflict between ethics and law,

and ethics and business. But should we follow them? Might

there be circumstances in which it would be wrong to follow

them?

There are many examples which seem to show that ethical

obligations can outweigh legal obligations, and that in

certain circumstances it is permissible to break the law. For

instance, in the American civil rights movement laws were

deliberately broken when it appeared that no alternative

was available to change an intolerable situation. These laws

(e.g. laws preventing African-Americans from voting) were

clearly unjust. They perpetuated and enforced social

arrangements that were deliberately intended to deprive

African-Americans and other minorities of the opportunity to

participate meaningfully in the economic, educational, and

political system. Since many legislatures were controlled by


