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Abstract

The ethics of business in modern Western civilization have devolved
into treating issues ad hoc, with respect to practical issues only. The deeper,
meta-ethical considerations, that is, not whether this or that act is ethical or
not, but what constitutes the ethical basis of our decision-making in the first
place, have been lost. In fact, the ethical basis of business is integrity, an
ethical aspect that unites both private morality and public and professional
ethics. Unfortunately, the modern drive for specialization and
compartmentalization in business as well as in the other aspects of our
common lives militates against living life on the basis of integrity.

Ethical Approachesto Business and the
Problems

Can Business Have an Ethical Basis?

One can read much on the ethics of business and discover a multitude
of positions. These positions cover a spectrum that ranges from what one
might call a “hard-right position”—the idea that business is merely about
making money, or maximizing profits, and that ethics play no part in that
endeavor—to a “hard-left” position that governments merely tolerate
business because business offer a more efficient system of production—and
hence, generation of tax revenues. Between these two poles lie several more
moderate positions. The Nobel-prize winning economist, Milton Friedman of
the University of Chicago, has argued that the ethical basis of business is
nothing other than “maximizing shareholder value” (1962; 1970). Within this
context, of course, one would be bound by the wider ethical norms of society,
but business per se has no further ethical basis. R. Edward Freeman has
expanded Friedman’s narrow sense of ethical obligation toinclude what
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he calls “stakeholder value”™ {(Freeman, 1993; 1994:; 2001) Stakeholder
value accords with developments in other segments of management
that recognize that business undertakings actually involve a fairly wide
cast of persons who in some way depend on the venture, or who have
something to gain from it—a cast that goes well beyond the
shareholders of a publiclv held company, or the typical though
widespread array of project stakeholders. (ef. Frame, 1995 39-47)
Freedman's position can be seen as the centrist position since it focuses
on discrete business interests, but casts a very broad net to determine
these. The center-left position can be exemplified by Ben Cohen and
Jerry Greenberg of Ben & Jerrv's Ice Cream. These two former
entrepreneurs argued that business has a wider responsibility to “give
back™ to the community that had supported the enterprise and made
the profitability of the company possible. Until they sold out a few years
ago, Ben and Jerry made their view stick through the most generous
corporate percentage of charitable giving in the world {7.5%). They also
wrote and kept high-dollar contracts with Vermont's small dairy
farmers (who depended on their business} and engaged in other
activities that demonstrated a sense of responsibility to the community.
Milton Friedman described their activities, however, as “robbing their
shareholders” — a stance difficult to countenance since Ben & Jerry's
shareholders were apparently committed to their vision of the ethical
obligations and responsibilities of business.

Each of the ethical positions across this spectrum has a serious
rationale, and needs to be taken seriously by those considering issues in
business ethics. Still, I would argue, a critical component is missing.
That is, what is the ethical basis of actually doing business? Or is there
such a basis at all? Moreover, if such a basis exists, how does one get at
it?

Unfortunately, getting at the ethical basis of business is made
more difficult by several popular phenomena. Business and
management texts, for instance, often simply advocate ethics in terms
of establishing an "ethical code” (cf, eg.. Kerzmer, 2001). Indeed.
“ethical codes of contact” seem to be proliferating across professions and
from organization to organization. Yet such codes rarely address the
ethical basis of business praxis, and focus almost exclusively on specific
behaviors. Very little time iz actually given to what the ethical basis of
business conduct is—or might be. Ethical codes, after all, mean little if
their intellectual and moral reasoning is not sound, their ground
unclear.
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Ethical codes have other drawbacks as well. In many cases, such
codes are never enforced, or only selectively enforced. For example, of
all the corporate lawvers implicated in advising corporate CEOz on how
to manage their own fraudulent conduct, not one has been disbarred
(Barnett, 2002). And this fact remains, despite the extremely high
ethical standard set by state bar associations: namely, that members of
the bar are officers of the court and as such must remain “above the
appearance of wrongdoing™ One must consider in this context the
public uproar over the prospective disharment of Bill Clinton for
felonious perjury in a Federal case against this standard—a man sworn
to keep his conduct “above the appearance of wrongdoing”™. Moreover,
the American propensity for focusing on single compelling emotional
issues in the workplace—such as racial discrimination, sexual
harassment, gender preferences, and the like—pushes discussion even
farther away from an awareness of the ethical basis of business.

In addition, ethical codes are only as valid as the practices of
the CEOs and other corporate executives who promulgate them They
are worth as much as a corporate vision statement to which no one
adheres, and which no one shares. Former President Clinton offers an
excellent example of the cynicism that results from the unevenness
between promulgated ethical codes and the behawvior of executives.
Thus, for instance. Clinton had a number of military personnel
prozecuted for sexual misconduct under the Uniform Code of Military
Conduct, all the while insisting that his own misconduct was merely a
“private, perzonal matter”. Sgt. Major McKinney, the army’s highest-
ranking enlisted man. understood the unevenness of the ethical system
Clinton was enforeing. So he simply subverted the process against him
by threatening to reveal the names of high-ranking officers who had
committed the same offenses but who had never been prosecuted by the
administration. Of course, Clinton and the High Command relented.
The continued imbalance in military eode enforcement, with enlisted
personnel bearing the brunt of the impact of the Uniform Code of
Military Conduct (UCMC) and the officers largelv eszcaping, was
recently documented in US News and World Report, which examined
over 1000 cases of military prosecution. Their study resulted in the
article “Unequal Justice” (Pound, 2002, pp. 19-30). The fact that not
even our UCMC is enforced with any equity highlights the problem of a
growing discrepancy in ethical treatment based on social and other
factors of class status.



















































