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Maybe the best way to introduce a discussion of business ethics is by looking at how a

,.rl 
"o*p.ny 

has incorporated ethics into its operations. Consider then how Merck &

co., Inc., a u.S. drug compa.y, dealt with the issue of river blindness.
'River 

blindnessls a debilitatittg disease that has afflicted about 18 million impov-

erished people living in remote vill*ages along the banks of rivers in tropical regions of

Africa and iatin America. The diseaie is cauied by a tiny parasitic worm that is passed

from person to person by the bite of the black fly, which breeds in fast-flowing river

w,ur"rr. The tiny worms burrow under a person's skin, where they grow as long. as

2 ieet curled up inside ugly rouncl nodules half an inch to an inch in diameter. Inside

the nodules, thl female oiot-t reproduce by releasing millions of microscopic offspring

calLedm,icrofilariae thatwrigg{e thlirway throughout the bodymoving beneath the shn,

discoloring it as they migia'te, and causing lesions and such intense itching that vic-

tims sometimes commit suicide. Eventually, the m'icrofilariae invade the eyes and blind

the victim. In some West African villages, the parasite had already blinded more t-han

60 percent of villagers over fifty-fiv.. Ttt" Woitd Health Organization estimated that

the disease had bliided 270,000 people and left another 500,000 with impaired vision'

Pesticides no longer rtop lh" blrck fly because it has developed immuniry to

them. Moreover, until"the 
"u"rrtr 

described below, the only dnrgs available to treat the

parasite in humans were so expensive, had such sevefe side effects, and required such

iengthy hospital stays that the treatments were impractical for the destitute victims

wftl n"ea in isolatei rural villages. In many countries, young people fled the areas

along the rivers, abandoning laige tracts of rich fertile land. Villagers who stayed to

live i'long the rivers acceptJd thJ nodules, the torturous itching, and eventual biind-

rless as an inescapable part oflife.
In 1980, Or. giil iampbell and Dr. Mohammed Aziz, research scientists working

for Merck, iiscovered eviience that one of the company's best-selling animal drugs,

Ivermecrin, might kill the parasite that causes river blindness. Dr. Arziz,who had once

worked in Afric-a and was familiar with river blindness, traveled to Dakar, Senegal, where

he tested the drug on villagers who had active infections. Astonishingly, he discovered

that a s.ingle dosJof the dirg not only killed all the microfilariae, it also made the fe-

male *orits sterile and made the person immune to new infections for months. When

Aziz rearned to the United States, he and Dr. Campbell went to see Merck's head of

research and development, Dr. P. Roy Vagelos, a former physician. They showed him

their results and recommended that Merck develop a human version of the drug'

At the rime, it cost well over $100 million to develop a new drug and test it in the

large-scale clinical srudies the U.S. government required. Roy Vagelos.realized that

."Jn if drey succeeded in developin[ a human version of the drug for the victims of

river blindness, "It was clear thai we would not be able to sell the medicine to these

p"opl", who would not be able to afford it even at a price of pennies per year."l And

!u"r, itr6" drug was affordable, it would be almost impossible to get it to most of the

people who hai the disease since they lived in remote areas without access to doctors,

i,orpit.lr, clinics, or drug stores. Moreover, if the drug had bad side effects for hu-

maru, th.re could threatin sales of the animal version of the drug, which were about

$3OO million ayear. Finally, if a cheap version of the human drugwas made available,

it could be smtrggled through black markets and resold for use on animals, thereby

undermining the'company's sales of Ivermectin to veterinarians.

Althoug-.h Merck had worldwide sales of $2 billion a year, its net income as a

percenr of Jales had been in decline due to the rapidly rising costs of developing new

irrrgr, the increasingly restrictive and costly regulations being imposed by govern-

merit agerr.ies, a lull in basic scientific breakthroughs, and a decline in the produc-

tiviry o? company research programs. The U.S. Congress was getting ready to pass
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the Drug Regulation Act, which would intensify competition in the drug industry by

allowing competitors to more quickly copy and market drugs originally developed by

other c6mpanies. Medicare had recendy put caps on reimbursements for drugs and

required 
"h"ap"r 

generic drugs in place of the branded-name drugs that were Merck's

maior source bf itr.o-e. In the face of these worsening conditions in the drug indus-

try', was it a good idea for Merck to undertake an expensive project that showed little

economic promise? On top of all this, Vagelos later wrote:

There was a potential downside for me personally. I hadn't been on the job

very long and I was still learning how to promote new drug development in a

"orpotate 
setting. While we had some big innovations in our pipeline, I was

stilf an unproven rookie in the business world. I would be spending a consid-

erable arttbont of company money in a field, tropical medicine, that few of
us other than Mohammed Aziz knew very well .. . CEO Henry Gadsden had

become worried-with good cause-about Merck's pipeline of new products,

and he had hired me to solve that problem, It was as obvious to me as it was

to Mohammed and Bill that even if Ivermectin was successful against river
blindness, the drug wasn't going to pump up the firm's revenue and make the

stockholders hrppy. So I was being asked to take on some risk for myself and

for the laboratories.2

Vagelos knew he was faced with a decision that, as he said, "had an important
ethical component." Whatever the risk to the company and his career, it was clear

that withoui the drug, millions would be condemned to lives of intense suffering and

partial or total blindness. After talking it over with Campbell, Aziz, and other manag-

ers, Vagelos came to the conclusion that the potential human benefits of a drug for
river blindness were too significant to ignore. In late 1980, he approved a budget that
provided the money needed to develop a human version of lvermectin.

It took seven years for Merck to develop a human version of Ivermectin. The
company named the human version Mectizan. A single pill of Mectiz n taken once a

year-could eradicate from the human body all traces of the parasite that caused river
blindn"s and prevented new infections. IJnfortunately, exacdy as Vagelos had earlier

suspected, no otr" stepped forward to buy the miraculous new pill. Over the next sev-

etai yearr, Merck officials-especially Vagelos who by then was Merck's chief execu-

tive officer (CEO)-pleaded with the World Health Organization SVHO), the U.S.

government, and the governments of nations afflicted with the disease, asking that
someone-anyone-come forward to buy the drug to protect the 100 million people

who were at risk for the disease. None responded to the company's pleas.

When ir finally became clear no one would buy the drug, the company decided to
give Mectizan away for free to victims of the disease.l Yet, even this plan proved dif-
ficult to implement because, as the company had earlier suspected, there were no es-

tablished dGtribution channels to get the drug to the people who needed it. Working
with the WHO, rherefore, the company financed an international committee to pro-
vide the infrasrructure to distribute the drug safely to people in the Third World and

to ensure that it would not be diverted into the black market to be sold for use on ani-

mals. Paying for these activities raised dre amount it invested in developing, testing,

and now'distributingMectizantowell over $200 million, without counting the cost of
manufacturing the drug itself. By 2 0l 0, Merck had given away more than 2 '5 billion
tablets of Meitizan worth approximately $3.5 billion and was providing the drug for
free ro 80 million people a year in Africa, Latin America, and the Middle East. Besides

using the drug to reliive the intense sufferings of river blindness, the company had

"*p*d"d 
the program to include the treatment of elephantiasis, a parasitic disease
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that often coexists with river blindness which Merck researchers discovered could also

be rreated with Mectizan. By 2010, over 300 million people had received Mectizan to

trear elephantiasis and 70 million more received it the following year.- wir"" asked why the company invested so much money and effort into re*

searching, developing, manufacturing, and distributing 
" 4*g that makes no money'

fir. noy"Vrg"lor,'CEb of the compaiy, replied that once the company suspected that

orr" of it .ii-"f drugs might .rrr" 
" 

,"rr"r" human disease that was ravaging P99pl.9:

tt 
" 

orrty ethical choiJe *rr ,o clevelop it. Moreover, people in.the Third World "will
remember" that Merck helped them, he com-"ttt"d, and will respond favorably to

ii" "o-pr"y 
in the furore.4 Over the years, the company_had learned that such ac-

tior6 hru" strategically important long-1"r* advantages. 'iWhen I first went to Japan

i 5 years ago, I #as ,oia fy l"prnese iusiness people that it was Merck that brought

streptomylin to Japan afterWorld War II to 
"limitt"t" 

tuberculosis which was eating

op &r"i*o"i"ty. W" did that. We didn't make any money_. But it's no accident that

Ai"r"k is the largest American pharmaceutical company inJapan today'"5

H;;g loofi"d at how Meick dealt with its discovery of a cureJor river blindness,

let os no*Lrn to the relationship between ethics and business' Pundits sometimes

.tl"ip1h", business ethics is a conff;diction in terms-an "ox)'moron"-because there

ii 
"r, 

irrh"r"rrt conflict between ethics and the self-interested pursuit of profit' When

"tfri., "orrnicts 
with profits, they imply, businesses always choose profits over eth-

io. y"q the case of l{erck suggests a-dlfferent perspective-a perspective ,l-rr."lJ
companies are increasingly t;l;"g. The manag"rs_ 

-of 
tltit company spent $200 mil-

lion developing a prodult'that ttiey knew hadlitde chance of ever being profitable-t;;r; 
thJy fe"lt they had an ethical obligation to make its potentially greatbenefits

available to p"ople. In this case, at least, a large and very suc_cessful business seems to

have chosen ethics over profits. Moreorrer, thi comments of Vagelos at the end of the

.rr" *gg"* that, in the long run, there may be no inherent conflict befween ethical

behaviJr"and the pursuit of frofit. On the conffaryr the comments of Vagelos- suggest

that ethical behavior createi the kind of goodwill and reputation that expand a com-

pany's opportunities for Profit.^ 'Nof rtt companies op"r"," like Merck' arrd Merck itself has not always operated

ethically. 11rn 
-perh"p, 

,rrorr-.ompanies will not invest in a research and develop-

-""t ptoj".r,ttr. *itt probably be unprofitable even if it promises to benefit humanity'

Every.day rr"*rprp*r, ,nnounce the name, of companies that choose profits- over ethics

or rirr, 
"t 

l*"rif- a time, profited through unethical behavior-Enron, Worldcom,

Global'Crossing, Rite-Aid, Oracle, ParA[or, Adelphia, Arlhq Andersen, Louisiana-

Pacific, and Qw-est-are but a few of these.In2004, evenMerckwas accused of failing

to disciose heart problems associated with its drug Vionr, T4 it 2010 the company put

54.85 billion into a fund to compensate patients who said they had suffered heart at-

;ft" ;;;;kes because they had used Vioxx. (n spite of its significant lapse in regard

to Vio>x, Merck has remained committed to opera6 ethically and has c,rntinued to win

dozens of awards for its openness and ethicallyresponsible operations')6

Although there are -".ry.o*prnies thai at one time or another have engaged in
unetlical blhavior, habitualiy.tneihical behavior is not necessarily a good long-term

business strategy for a company. For example, ask yourself whether, as a customer'

;;;;; ;.t" lii"ly to buy iro* , business th"t yoo know is honest and trustworthy

t, orr" that \as earned a reputation for being dithott"tt and crooked. Ask yourself

whether, as an employ"", yo.t are more likely to loyally t"ry: u company whose ac-

tions toward yoo 
"r" 

iait'"nd respectftll or one thai habirually treats you and other

workers onlustly and disrespectfuily. Clearly, when companies are competing against

each other io, .rrrto-"tt 
"rrd 

for the best workers, the company with a reputation for
ethical behavior has an advantage over one wifh a reputation for being unethical'
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This book takes the view that ethical behavior is the best long-term business
s,trategy fo_r a_company-a view that has become increasingly accepted during the last
few years.T This does not mean that occasions never arise when doing what is ethical
will prove cosdy to a company. Such occasions are common in the life of a cornpany,
and we will see rnany examples in this book. Nor does it mean that ethical behavior
is always rewarded or that unethical behavior is always punished. On the contrary,
unethical behavior sometimes pays off, and the good guy sometimes loses. To say th;t
ethical behavior is the best long-range business strategy just means thar, over the long
run and for the most part, ethical behavior can give a company siglificant competidv;
advantages over companies that are not ethical. The example of Merck suggesis being
ethical is good business strategy, and a bit of reflection on how *", as 

"onsr.t*.t, "nIemployees, respond to companies that behave unethically supports the view that un-
ethical behavior leads to a loss of customer and ernployee sopport. Later, we will see
what more can be saidJor or against the view that ethical behavior is the best long-
term business strateg'y for a company.

The more basic problem is, of course, that the ethical course of action is not
afways clear to a company's managers. In the Merck case, Roy Vagelos decided that
the company had_an ethical obligation ro proceed with the develophent of the drug.
Yet to someone else the issue may not have been so clear. Vagelos notes he would be
"spending a considerable amount of company money" in a way that would not "make
stockholders happy" and that would put his own career at "some risk." Don't the
managers of a company have a dury toward investors and shareholders to invest their
funds in a profitable manner? Indeed, if a company spent all of its funds on chari-
table projects that lost money, wouldn't it soon be out of business? Then, wouldn't
its shareholders be justified in claiming that the company's managers had spent their
9on_el unethically? And should Vagelos have risked his career, with the irnplications
this had for his family? Is it so clear, then, that Vagelos had an ethical obligation to
invest in an unprofitable drug? What reasons can be given for his belief that Merck
had an obligation to develop the drug? can any good reasons be given for the claim
that Merck had no such obligation? which view do you think is supported by the
strongest reasons?

Although ethics may be the best policy, then, the ethical course of action is not
always clear. The purpose of this book is to help you, the reader, deal with this lack of
clarity. Although many ethical issues remain difficult and obscure even after a lot of
study' gaining a better understanding of ethics will help you deal with ethical uncer-
tainties in a more adequate and informed manner.

This text aims to clarify the ethical issues that you may face when you work in
a business and perhaps, become part of a companyts management team. This does
not mean that it is designed to give you moral advice nor that it is aimed at persuad-
ing you to act in certain "moral" ways. The main purpose of the text is to provide
you with a deeper knowle-dge of the nature of ethical principles and concepis along
with an understanding of how you can use this knowiedge to deal with the ethicaj
c.hoi99s you will encounter in the business world. This t57pe of knowledge and skill
shouldhelp you steer your way through ethical decibions iile th" orre Vafelos had to
make. Ewery_one in business is confronted with decisions like these, althJugh usually
not as significant as deciding whether to pursue a potential cure for river 6lindness.
B:f9t9 you even start working for a 

"ornp.r.y, 
foi example, you will be faced with

ethical decisions about how "creative" yorr, ."rrr-" shouid be. Later, you may have
to decide whether to cut corners jlrst a little in your job, or whether to give your rela-

lve or frienj a company contract, or whethei to pur a little exrra intJ the expenses
you report for a company trip you made. Or maybe you will carch a friencl siealilg
rrom the company and have to decide whether to rurn him in, or you will find out
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morality The standards
that an individual or a
group has about what is
right and wrong or good
and evil,

your company is doing something illegal and have to decide what you are going to do
about it, or maybe your boss will ask you to do something yoll think is wrong. Ethical
choices confront everyone in business, and this text hopes to give you some ways of
thinking through these choices.

The first two chapters will introduce you to some methods of moral reasoning
and some fundamental moral principles that can be used to analyze moral issues in
business, as well as some of the obstacles that can get in the way of thinking clearly
about ethical issues. The following chapters apply these principles and rnethods to the
kinds of moral dilemmas that confront people in business. We begin in this chapter
by discussing three preliminary topics: (1) the nature of business ethics and some of
the issues it raises, (2) moral reasoning and moral decision-making, and (3) moralre-
sponsibility. Once tJrese notions have been clarified, we devote the next chapter to a

"discussion of some basic theories of ethics and how they relate to business.

1.1 The Nature of Business Ethics

According tb the dictionary, the term ethics has several meanings. One of the mean-
ings given to it is: "the principles of conduct governing an individual or a group."8
We sometimes use the term perslnal etbics, for example, when referring to the rules
by which an individual lives his or her personal life. We use the terrr' acclanting ethics

when referring to the code that guides the professional conduct of accountants.
A second-and for us more important-meaning of. ethics according to the dic-

tionary is this: Ethics is "the study of morality."Just as chemists use the term chemisny

to refer to a study of the properties of chemical substances, ethicists use the term ethics

to refer primarily tp the study of morality. Although ethics deals with moraliry, it is
not quite the same as morality. Ethics is a kind of investigation*and includes both
the activity of investigating as well as the results of that investigation-whereas mo-
rality is the subject matter that ethics investigates.

Morality.

So what, then, is morality? We can define morality as the standards that an individual
or a group has about what is right and wrorrgr or good and evil. To clarift what this
means, let's consider another case, one that is a bit different from the Merck case.

Several years ago, B. F. Goodrich, a manufacturer of vehicle parts, won a military
contract to design, test, and manufacture aircraft brakes for the L7 -D, a new light
airplane the U.S. Air Force was designing. To conserve weight, Goodrich managers
guaranteed that their compact brake would weigh no more than 106 pounds, contain
no more than four small braking disks or "rotors," and be able to repeatedly stop the
aircraftwithin a specified distance. The contract was potentially very lucrative for the
company and so its managers were arxious to deliver a brake hat "qualified," that is,

drat passed all the tests t}re U.S. Air Force required for the A7-D.
An older Goodrich engineer, John Warren, designed the brake. A young engi-

neer named Searle Lawson was given the job of determining the best material to use

as the brake lining and testing the brake to make sure it "qualified." Seade Lawson
was in his twenties. He had just graduated from school with an engineering degree
and Goodrich had only recendy hired him.

Lawson built a "protoqzp6"-a working model-of the small brake to test lining
materials. He found that when the brake was applied, the linings on the four rotors
heated up to 1500 degrees and began disintegrating. When he tried other linings and
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got the same results, Lawson went over Warren's design and decided it was based

on a mistake. By his own calculations, there was not enough surface area on the ro-
tors to stop an airplane in the required distance without generating so much heat the
linings failed. Lawson went to Warren, showed him his calculations and suggested
Warren's design should be replaced with a new design for a larger brake with five
rotors. Warren rejected the suggestion that his design was based on a mistake that a

"green kid" just out of engineering school had discovered. He told Lawson to keep

tr1,'lng different materials for brake linings until he found one that worked.
But Lawson was not ready to give up. He went to talk with the manager in charge

of the project and showed him his calculations. The project manager had repeat-
edly promised his own superiors that development of the brake was on schedule and

knew he would probably be blamed if the brake was not delivered as he had promised.
Moreover, he probably felt he should trust W'arren who was one of his best engineers,
rather than someone just out of engineering school. The project manager told Law-
son that if Warren said the brake would work, then it would work. He should just
keep trying different materials like Warren told him to do. Lawson left the project
manager feeling frustrated. If he did not have the support of his superiors, he thought,
he would just keep working with the brake Warren designed.

Several weeks later Lawson still had not found a lining that would not disinte-
grate on the brake. He spoke with his project manager again. This time his project
manager told him to just put the brake through the tests required to "qualifiz" it for
use on the A7-D airplane. Then, the manager told him in no uncertain terms that no
mater what, he was to make the brake pass all its qualifiring tests. His manager's or-
ders shook Lawson and he later shared his thoughts with l(ermit Vandivier, a techni'
cal writer who had been assigned to write a report on the brake:

I iust can't believe this is really happening. This isn't engineering, at least
not what I thought it would be. Back in school I thought that when you were
an engineer you tried to do your best, no matter what it cost. But this is
something else. I've already had the word that we're going to make otle more
attempt to qualiSr the brake and that's it. Win or lose, we're going to issue a

qualification report. I was told that regardless of what the brake does on tests,

it's going to be qualified.e

Lawson put together a production model of t}re brake and ran it through the tests

a dozen times. It failed every time. On the thirteenth attempt, Lawson "nursed" the
brake through the tests by using special fans to cool the brake and by taking it apart
at each step, cleaning it carefully, and fixing any distortions caused by the high heat.

At one point, a measuring instrument was apparendy deliberately miscalibrated so it
indicated that the pressure applied on the brake was 1000 pounds per square inch (the

maximum available to the pilot in the A7-D aircraft) when the pressure was actually
1 100 pounds per square inch.

Kermit Vandivier, who was to write the final'report on the tests, was also trou-
bled. He talked the testing over with Lawson who said that he was just doing what the
project manager had ordered him to do. Vandiver decided to talk with the senior ex-

ecutive in charge of his section. The executive listened, but then said, "It's none of my
business and it's none of yours." Vandivier asked him whether his conscience would
bother him if during flight tests on the brake something should happen resulting in
death or injury to the test pilot. The Goodrich executive answered, "Why should my
conscience bother me? ... I just do as I'm told, and I'd advise you to do the same."l0

When Kermit Vandivier was told to write up a report that concluded the brake
had passed all qualifiiing tests, he refused. Such a report, he felt, would amount to
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moral standards The
norms about the kinds
of actions believed to be
morally right and wrong
as well as the values
placed on what we believe
to be morallY good and
morally bad.

nonmoral siandardo
The standards by which
we judge what is good
or bad and right or wrong
in a nonmoral way.

,,deliberate falsifications and misrepresentations" of the truth.11 But a short time later'

he changed his mind. He later said:

My job paid well, it was pleasant- and.challenging, and theiuture looked rea-

,oiriUff trig.hr. My wife and I had bought a hlme . . .If I refused to take

prril"ifr"XT-D fiaud,,I would have to elther resign_or befired. The report

would be written tf ,o-"orr" afLyway, but I would have the satisfaction of

;;;i"g I had hal lo part in the'maiter. But bills aren't paid with personal

,rtirfr"don, nor house p"y-"tt* with ethical principles' I.1ad3 mY decision'

The next *orning t teiephott"d [my superior] and told him I was ready to

begin the qualification report.12

Lawson and Vandivier wrote the final report together. "Brake pressufe, torque

values, distances, ,i-"r-"""tyahing of .nnr"qu-"rr"J*as tailored to fit" the conclu-

sion that the brake prrr"d the'quaii$'ing tests.l3 A few weeks after Goodrich pub-

irrfr"Jrfr.ir report, ift" fJ-S. Air'For"" prit ttt" brakes on A7-D test planes and pilots

began flying them.- -"-n"to*,"*e 
will talk abour what happened when test pilots.flew the planes equipped

with the ioodrich brakes. At this poirrt, ,rot" that Lawson believed that as an engi-

;;;; ilhrd "" "tiig;;r "to clo yo.r, best, no matter what it cost," and that Vandi-

vier believed it 1yr, *rong to lie and to endanger the lives of others, and believed also

,rrrr i"r"gri.y is good ""[ 
airno""sty is bad. ih"t" beliefs are all examples of moral

standards. Mo""i standards incluclothe nn,n s we have about the kinds of actions we

L"ri""" are morally rijtrt r"d wrong, as well as the aalues we place on what we believe

is morally good or -"*irf u"a. vrJr{ norms can usually be expressed as general rules

about our actions, ,och as"'Al*ays tell the truth," "It's wrong to kill innocent people,"

oi-,lt"rion, ar" ,ight to the extent that they produce happiness'" Moral values can

;;;b b" 
"*pr.rr'"d 

with statem"nts abooi oU;9"g or.features of objects that have

*orth, srr.h a, "Flonesty is good," and "Injustice is bad'"

Where do -or"i Jt"rri.tar .ome from? Typically, moral standards are first

learned as a child from family, friends, attd ..'"iioos societal influences such as

;h";.h, school, television, magazines, music, and associations. Later, as we ma-

ture, our experience, i.ri"i"g,i"d iniellectual development- will lead us to think

"i",ir, "rrrto",", 
and revise thlse standards according to whether we judge th9m.1o

be reasonable or unreasonable. You may discard ,Jtn" tt"ttd.rds that you decide

are unreasonable, ancl may adopt new standards because you come to believe they

*r" -rr" ,.rrorr"tl" than ihe or", yoo previously accepted. Through this.maturing

;;;;;;;, you develop standards thai are more raiional and so more suited for deal-

i"s ;iiiitt" *orrl irr.r", of adult life. As Lawson and Vandivier's example shows,

however, we do not ur1"ryr live up to the moral standards we hold; that is, we-do.not

;*;;;;; ;1;; *" r,Jie.i" is moralty right nor do we always pursue what we believe

i, ,"1*ffy good. Later in the chapier, we will look at how our actions can become

disconnected from our moral beliefs'

Moral standards .rn b" contrasted with norms or standards we hold about things

that are not moral. n*"-pl"r of nonmoral standards and norms (sometimes al^so

called "conventional" standards and norms) include the st-a-ndards of etiquette by

which we judge people's manners as good or bad, the rules of behavior set by parents,

teachers, or other authorities, the noims we call the law by which.we determine what

i, f"g"rry right and wrong, the standards ofJanguage,by,which we judgewhat is gram-

l.ii""ffy ,i"ght and *ro;g, the standards of ariby which we judge whether a.painting

;;; ;;G ir"gr"a or bad, 
"and the sports sta'dards by which we judge how well a game

oi foorU"rtt o"r tark"tUatl is being played. In fact, whenever we make judgments about



the right or wrong way to do things, or judgments about what things are good and

bad, or better and worse, our judgments are based on standards of nofms of some

kind. In Vandivier's case, we can surmise drat he probably believed that reports should
be written with good grammar; that having a well-paid, pleasant, and challenging job
was a good thing; and that it's right to follow the law. The conventional norms of
good grammar; the value of a well-paid, pleasant, and challenging job; and the laws

of got ernment are also standalds, but these standards are not moral standards. As

Vandivier's decision demonstrates, we sometimes choose nonmoral standards over
our moral standards.

I{ow do we distinguish between moral and nonmoral or conventional standardsl
Before reading any further, look at the two lists of norms below and see if you can tell
which is rhe list of moral norms and which is the list of nonmoral normsr

Group One Group Two

"Do not harm other people," "Do not eat with your mouth open,"

"Do not lie to other people," "Do not chew gum in class,tt

"Do not steal whar belongs to others." "Do not wear sox that do not match."

During the last two decades, numerous studies have shown that the human abil-
ity to distinguish between moral norms and conventional or nonmoral norms
emerges 

^t 
a very early age and remains with us throughout life.la The psycholo-

gist Elliot Turiel and several others have found that by the age of three, a normal
ihild h"s acquired the abiliry to tell the difference between moral norms and con-
ventional norms. By age three, the child sees violations of moral norms as mole
serious and wrong everywhere, while violations of conventional norms are less

serious and wrong only where authorities set such norms.l5 For example, three
year olds will say that while it is not wrong to chew gum at schools where teach-
ers do not have a rule against it, it is still wrong to hit someone even at schools
where teachers do not have a rule against hitting. Because this ability to distin-
guish between moral and conventional norms develops in childhood, it was not

fust eas|, but trivially easy for you to see that the norms in group one are moral
norms, and those in group two are conventional. This innate ability to distinguish
moral norms from conventional norms is not unique to Americans or Europeans
or Westerners; it is an abiliry that every normal human being in every culture
develops.16 People in all cultures may not cqmpletely agree on which norms are

moral norms (although there is a surprising amount of agreement) and which are

conventional, but they all agree that the two are different and that the difference
is extremely important.

So what is the difference between moral norms and nonmoral or conventional
norms? This is not an easy question to answer even if three year olds seem to know
the difference. However, philosophers have suggested six characteristics that help pin
down the nafure of moral standards (and psychologists like Elliot Turiel and others
have drawn on the work of philosophers to help them distinguish moral from non-
moral norms in their studies).

First, moral standards deal with matters that are serious, i.e., matters that we think
can seriously wrong or significandy benefit human beings.lT For example, most peo-

ple in American society hold moral standards against theft, rape, enslavement, mufdef,
ihild 

"bor., 
assault, slander, fraud, lawbreaking, and so on. All of these plainly deal with

matters dtat people feel are serious forms of injury. Because they are about serious mat-
ters, violating moral standards is seen as seriously wrong and we feel that the obliga-
tion to obey moral standards has greater claim on us than conventional norms do. In

ErHrcs nruo BusrlEss 11

Quicle Rniew 1.1

Moral Norms and
NonmoralNorms

' From the age ofthree we
can distinguish moral from

nonmoral norms.
. From the age ofthree we

tend to think that moral

norms are more serious

than nonmoral norms
and apply everywhere
independent of what
authorities say.

. The ability to distinguish
moral from nonmoral
norms is innate and

unive rsal.
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Quick Reaiezu 1.2

Six Characteristics of
Moral Standards
. lnvolve serious wrongs or

significant benefits
. Should be preferred to

other values including
self-interest

. Not established by

authority figures
. Felt to be universal
. Based on impartial

considerations
. Associated with special

emotions and vocabulary

the Goodrich case, it was clear that both Lawson and Vandivier felt that lying in their

report and endangering the lives of pilots were both serious harms and so both were

moral matters, whereas adhering to grammatical standards was not. And because the

benefits of developing a cure for river blindness were so significant, Dr. Vaglos felt that

Merck had an obligation to develop the medicine Mectizan.
Second, and strikingly, we feel that moral standards should be preferred to other

values including (and perhaps especially) self-interest.ls That is, if a person has a

moral obligation to do somethinB, then he or she is supposed to do it even if this

conflicts with other, conventional norms or with self-interest. In the Goodyear case,

for example, we feel that Lawson should have chosen the moral values of honesty and

respect for life over the self-interested value of keeping his job. This does not mdan,

of course, that it is always wrong to act on self-interest; it only means that when we

believe a certain standard or norrn is a moral norm, then we also feel that it would
be wrong to choose self-interest over the moral norm. This second characteristic of
moral standards is related to the first since part of the reason why we feel that moral

standards should be preferred to other considerations is because moral standards deal

with serious mafters.
Third, unlike conventional norms, moral standards are not established or changed

by the decisions'of authority figures or autiroritative bodies. Laws and legal standards

are established by the authority of a legislature or the decisions of voters while family
norrns and classroom norrns are set by parents and teachers. Authorities do not estab-

lish moral standards, however, nor does their validity rest on voters' preferences, aud

so they cannot be changed by the decision ofany person of group. Instead, the valid-
ity of moral standards rests on whether the reasons that support and justift them are

good or bad; when moral standards are based on good reasons, the standards are valid.

Fourth, moral standards are felt to be universal.le That is, if we genuinely hold
that certain standards-such as "Do not lie" or "Do not 5fsxl"-21s ruoral standatds,

then we will also feel that everyone-should try to live up to those standards, and we

will get upset when we see others transgressing them. When we learned drat Bernard
("Bernie") Madoff, and the managers of Enron and Lehman Brothers had all been ly-
ing to us and to their investors, and that Pfizer managers stole at least $l billion from
taxpayers, while Tenet Healthcare and HCA managers stole almost as much, we did
not feel that it was okay. for them to have violated our tnoral standards against lying
and theft. We did nor think "It was okay for them to lie and steal, so long as they feltit
was okay." Nor did we think: "Although l feel lying and stealing is wrong, they do not
have to abide by my moral standards." On the contrary, the public got angry precisely

because they felt that the standards against llng and stealing are moral standards, and

so eaerynne has to abide by them, whetler they want to or not. Conventional norms,

on the other hand, are not seen as universal. Laws, for example, apply only within a

specific jurisdiction; family rules are authoritative only within the family; game rules

apply only to drose playing the game, and so on.
Fifth, and generally, moral standards are based on impartial considerations.20

The fact that you will benefit from a lie while others will be harmed is irrelevant to
whether lying is morally wrong. Some philosophers have expressed this point by say-

ing that moral standards are based on "the moral point of view"-$121 is, a point of
view that does not evaluate standards according to whether they advance the inter-
ests of a particular individual or group, but one that goes beyond personal interests

to a "universaltt standpoint in which everyone's interests are impartially counted as

equal.2l Other philosophers have made the same point by saying that moral standards

are based on the kinds of impartial reasons that an "ideal observer" or an "impar-
tial spectatof" would accept, or that in deciding moral matters "each counts for one

and none for more than one."22 As we are going to see in the next chapter, however,
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although impartiality is a characteristic of moral standards, it must be balanced with
certain kinds of partialiry, in particular, with the partiality that arises from legitimate
caring for those individuals with whom you have a special relationship, such as fam-
ily members and friends. Morality says that we should be impartial in those contexts
where justice is called for, such as when we are setting salaries in a public company.
But morality also identifies certain contexts, such as taking care of family membersn

where preferential caring for individuals can be morally legitimate and perhaps, even

morally required.
Last, moral standards are associated with special emotions and a special

vocabulary.23 For example, if I act contrary to a moral standard, I will normally feel
guilty, ashamed, orremorseful; Iwill describe mybehavior as "immoral" or"wrong," and
I will feel bad about myself and experience a loss of self-esteem. A careful reading of
Lawson's and Vandivier's statements, for example, suggests that they felt ashamed
and guilry about what they were doing. And when we see others acting contrary to a

moral standard we accept, we normally feel indignation, resentment, or even disgust

toward those persons; we say drat they are not "living up'1 1o their "moral obligations"
or their "moral responsibilities" and we may esteem them less. This is perhaps what
you felt when reading about what Lawson and Vandivier did.

Moral standards, then, are standards that deal with matters that we think are of
serious consequence, are based on good reasons and not on authority, override self-
interest, are based on impartial considerations, and are associated with special feelings
such as guilt and shame, and with a special moral vocabulary such as "obligation," or
"responsibility." We learn these standards as children from a variety of influences and
revise them as we go through our lives.

Ethics

What, then, is ethics? Ethics is the discipline that examines your moral standards or
the moral standards of a sociery. It asks how these standards apply to your life and
whether these standards are reasonable or unreasonable-that is, whether they are

supported by good reasons or poor ones. So you start to do ethics when you take the
moral standards you have absorbed from family, church, and friends and ask yourself:
What do these standards imply for the siruations in which I find myself? Do these

standards really make sense? What are the reasons for or against these standards?

Why should I continue to believe in them? What can be said in their favor and what
can be said against them? Are they really reasonable for me to hold? Are their impli-
cations in this or that particular situation reasonable?

Take Vandivier and the B. F. Goodrich case as an example. Vandivier had appar-
endy been raised to accept the moral standard that one has an obligation to tell the
truth, and so he felt that in his particular sifuation, it would be wrong to write a false

report on the brake. But we might ask whether writing what he felt was a false re-
port was really wrong in his particular circumstances. Vandivier had several important
financial obligations both toward himself and other people. He states, for example,
that he had just married and bought a house, so he had mortgage payrnents to make

each month and had to provide support for his family. If he did not write the report
as he was ordered to do, then he would be fired and not be able to live up to these
obligations. Do these moral obligations toward himself and his family ouweigh his

obligation not to write a false report? What is the basis of his obligation to tell the
truth, and why is the obligation to tell the truth greater or lesser than a person's obli-
gations toward oneself and one's family? Consider, next, Lawson's obligations toward
his employer, B. F. Goodrich. Doesn't an employee have a moral obligation to obey

his employer? Does the obligation to obey one's employer outweigh the obligation to

Ethies The discipline
that examines one's
moral standards or the
moral standards of a

society to evaluate their
reasonableness and their
implications for one's life.
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normalHve study An
investigation that attempts
to reach conclusions
about what things are
good or bad or about what
actions are right or wrong.

deocriptiue study An
investigation that attempts
to describe or explain the
world without reaching
any conclusions about
whether the world is as it
should be.

"try to do your best" as an engineer? What is the source of both of these obligations,
and what makes one greater or lesser than another? Consider, also, that the company
and all its older and more experienced managers insisted that the besr course of action
w'as to write the report qualifring the brake. If something went wrong with the brake
or the contract, B. F. Goodrich would be held accountable, not Lawson, who was a

young and relatively low-level employee. Because the compar-ry, not Lawson, would
be held accountable, did the company have the moral right to make the final decision
about the report, instead of Lawson, who had just finished college? Does the moral
right to make a decision belong to the party that will be held accountable for the deci-
sion? What is the basis of such a right, and why should we accept it? Consider, fina[y,
that Vandivier states that, in the end, his personal refusal to participate in writing the
report would have given him some "satisfaction," but would have made no difference
to what happened because someone else would have been hired to write the report.
Because the consequences would be the same whether he agreed or refused, did he
really have a moral obligation to refuse? Can one have a moral obligation to do some-
thing that will make r1o difference? Why?

Notice the sort of questions to which we are led by the choices Vandivier and
Lawson faced. They are questions about whether it is reasonable to apply various
moral standards to their situation, whether it is reasonable to say that one moral stan-
dard is more or less important than another, and what reasons we might have to hold
these standards. When you ask these kinds of questions about your own moral stan-
dards or about the moral standards of your society, you have started to do ethics. Eth-
ics is the study of moral standards-the process of examining the moral standards you
or your society (or other societies) hold in order to determine whether these standards
are reasonable or unreasonable and how, if at all, they apply to t}re concrete situations
and issues you face. The ultimate aim of ethics is to develop a body of moral standards
that you feel are reasonable for you to hold-standards that you have thought about
carefully and have decided are justified for you to accept and to apply to the choices
that fill our lives.

Ethics is not the only way to srudy morality. The social sciences-such as an-
thropology, sociology, and psychology-also study moraliry, but do so in a way that
is different from the approach to moraliry that ethics takes. While ethics is 

^ 
nlrm,a-

tiue sdtdy of morality, the social sciences engage in r desmilttiue study of morality.
A normative study is an investigation that tlies to reach normative conclusions-that
is, conclusions about what things are good or bad ol about what actions are right or
wrong. In short, a normative study aims to discover what aught to be. fu we have seen,

ethics is the study of moral standards whose explicit purpose is to determine as far as

possible which standards are correct or supported by the best reasons, and so it tries
to reach conclusions about moral right and wrong and moral good and evil.

A descriptive study is one that does not try to reach any conclusions about what
things are truly good or bad or right or wrong, Instead, a descriptive study tries to de-
scribe or explain the world without reaching any conclusions about whedrer the world
is as it ought to be. Anthropologists and sociologists, for example, may study dre moral
standards that a particular village or culture holds. In doing so, they try to develop
accurate descriptions of the moral standards of that culture and perhaps, develop a

theory that explains how they came to hold those standards. However, it is not the
aim of anthropologists or sociologists to deterrnine whether these moral standards are
correct or incorrect.

Ethics, in contrast, is a study of moral standards whose explicit purpose is to de-
termine as far as possible whether a given moral standard (or moral judgment based

on that standard) is more or less correct. The sociologist asks, "Do Anericans believe
that bribery is wrong?" whereas the ethicist asks, "Is bribery wlong?" The ethicist,



l
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then, is concerned with developing reasonable normative claims and theories, whereas

an anthropological or sociological study of morality aims at providing descriptive

characterizations of people's beliefs.

Business Ethics

\Mtat we have said about ethics so far has been meant to convey an idea of what ethics

is. Here, however, we are not concerned with ethics in general, but with a particular

field of ethics: business ethics. Business ethics is a specialized srudy of moral right
and wrong that focuses on business institutions, organizations, and activities. Busi-

ness ethics is a srudy of moral standards and hbw thege apply to the social systems

and organizations through which modern societies produce and distribute goods and

services, and to the activities of the people who work within drese organizations. Busi-

ness ethics, in other words, is a form of applied ethics. It not only includes the analysis

of moral norms and moral values, but also tries to apply the conclusions of this analy-

sis to that assortment of instirutions, organizations, and activities that we call business.

fu this description of business ethics suggests, the issues that business edrics covers

encompass a wide variety of topics. To introduce some order into this variety, it will
help if we keep separate three different kinds of issues that business ethics investigates:

sysiemic, corporate, and individual issues. Systemic issues in business ethics are ethical

questions raised about the economic, political, legal, and other institutions within which

businesses operate. These include questions about the morality of capitalism or of the

laws, regulations, industrial structures, and social practices within which U.S. businesses

operate. One example would be questions about the morality of dre goverrunent con-

tracting sysrem through which B. F. Goodrich was allowed to test the adequacy of its

own brake design for the A7-D. Another example would be questions about the moral-
ity of the international institutions with which Merck was forced to deal when it was

looking for a way to get its cure for river blindness to dre people who needed it most.

Cnrpnrate issues in business ethics are ethical questions raised about a particu-
Iar organization. These include questions about the morality of the activities, poli-
cies, practices, or organizational stmcture of an individual company taken as a whole.
One set of examples of this kind of issue would be questions about the morality of
B. F. Goodrich's corporate culture or questions about the company's corporate deci-
sion to "quali$r" the A7-D brake. For examplb, did the Goodrich Company violate

anyone's rights when it qualified dre brake? What impact did the company's actions

have on the welfare of the parties with whom it interacted? Were the company's
actions just or unjust to other parties? Another set of examples would be questions

about the morality of Merck's corporate decision to invest so many millions of dol-
lars in a project that would probably not generate any profits. In doing this, did the
company violate the rights of its stockholders? Was Merck's action fair and just to the

various parries it affected? Yet other questions might be directed at B. F. Goodrich's
corporate policies: Were ethics concerns part of its ongoing decision-making pro-
cess? Did the company encourage or discourage employee discussions of how their
decisions might impact the moral rights of other people?

Finally, indiuid.ual issues in business ethics are ethical questions raised about a

parricular individual or particular individuals within a company and their behaviors

and decisions. These include questions about dre moraliry of the decisions, actions, or
character of an individual. An example would be the question of whether Vandivier's
decision to participate in writing a report on the A7-D brake, which he believed was

false, was rnorally justified. A second example would be dre question of whether it was

moral for Merck's chair, Dr. P. Roy Vagelos, to allow his researchers to develop a

drug that would probably not generate any profits.
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business ethics A
specialized study of moral
right and wrong that'
concentrates on moral
standards as they apply
to business institutions,
organizations, and
behavior.

Qtticlz Reuiew 1.i

Business Ethics ls a
Study of
. 0ur moral standards

insofar as these applyto
business

. How reasonable or
unreasonable these
moral standards we have

absorbed from society are
. The implications our

moral standards have for
business activities.
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Quick Reuiew 1.4

Kinds of Ethical lssues
. Systemic*ethical

questions about the
social, political, legal, or
economic systems within
which companies operate

. Corporate-ethical
questions about a

pa rticular corporation
and its policies, culture,
climate, impact, or actions

. lndividual-ethical
questions about a

particular individual's
decisions, behavior, or
character

It is helpful when analyzing the ethical issues raised by a concrere siruation or
case to sort out the issues in terms of whether they are ,ynriir, cvrpvrate, or ind,iuidual
issues' often, the world presents us with decisions ttrrt ittuot*'a large ,r,rmb". ofextrem-ely complicaced interrelated kinds of issues that 

".r, 
.*r" confusion, unlessthe different kinds of issues are first carefully sorred .". 

""J 
Jiriirrg.rirh"a from eachother' Moreover' the kinds of solutions that are_ appropriate for dealing wi4r systemicor corporate issues are not tlle same as the kinds tiroiution, that are appropriate fordealing with individual issues.,If a company is trying to deal with a systemic issue_such as a governmentculture that permits tiriU""JLA."" ,f." frr"" must be dealt withon a systerric level; that is, it muit be dealt wiih through tt 
" .oorainated a.gior*of many different social groups. on the other hand, .;6;; ethical issues can besolved only through corporare or company,"r"tio"r. ii;';;";y has a culrure thatencourages rnoral wrongd?.r:S, for e*ample, then changing *ir;rrtror. r"qrrir"r'th"cooperation of rhe rnany different peopre thlt mlke gi ,rr1 ."-nany. Finally, indi-vidual ethical issues need to be solvld rhrough ntdiuidriaid;.l;i";, and acrions, and,perhaps, individual reform.

so what happened after Searle Lawson and Kermit vandivier turned in their reporra'd rhe u'S. Air Force put the Goodrich brakes on ph;;, ii;;;iy thei, tesr pilots?Lawson was sent as Goodtich's representative to Edwards Air Force Base in californiawhere the. test flights took place. th"r", he watched as the brakes caused several nearcrashes when the pilots tried to rand the planes. I; ;"; ;;;;il ,r* an airprane gos.kid.ding down the runway when the pilot's'braking ptoa,r".Jrrr"l irrr"rrr. heat insidethe brake thar its parts fused together and rhe whe"er, rr"r.J 
"p. 

6.rrprisingry, none ofthe pilots were killed. when Li'wson rerurned home, urrr, rr"'r"a v"ndivier quit andnotified the F.B.I. of what had been.going o-n; rhis was th"r, .,'rf or dealing with theind'iaid'ual issues rheir acdons had raiied. I r"* a"y, rr;; 6r;jri"h ,r,r,orrrr"ed thatit was replacing the sm,1]l-!3ke *F 
" 

rarger five-iirk bt"l" 
"t 

rro exrra charge ro rheU'S' government, and^in this way they riJd to deal *irh ,h; c,rp,rateissues the brakeincident had created. ,lbgut 
^ 

ye^r rrier, Lawson and vandivi", 
"^-" before the U.S.Congress and testified about their experiences at Goodrich. Shortly thereafrer, theu.S. Departrnent of Defense changed'the way it let companies rest equipment so rharit became harder for companies t"o submit ri,r"a"r""r ,iprr".;1"r" changes wereresponses to a key syrtentzc issue that became obvious o"""lfr" i**, came our.

Applying Ethical Concepts to Gorporations
The statement that business ethics applies ethical or moral conceprc to corporareorganizations raises a puzzling issue. dan we really say that ,rr" 1"" o{ organizationsare moral or immoral in the same."ay that the actitns'o i ;";;;lndiuid.aatsarer cany".:r.{d.lt corporations are mo-ra1ry responsibre for their,;;r-l; rh. same sense rhatindividuals are morally responsibre for *hat they dor o; ;;;*" say that it makesno sense_ to apply moral rerms to organizations as a whole, t;;;"iy to rhe individualswho make up the organizationt A Few years ago, for exampre, employees of ArthurAndersen, an accounting firm, *"r" c"rrght.rrr"r"iahg;.;ffi; porentiaily prov_ing that Arthur Anderson accounranrs h-ad herped E,i,;;;il;l;; debr through theuse of several accounting tricks. The r/.s. Justice Department then charged the now_defunctfirm' of Arthur Aoderr"r, wirh obJtruction oi justic", irrrt"ud of charging theemployees who shredded the documents. Critics afterward claimed that the U Sl j""rt."Departmenr should hav-e charged the i'dividrr"t 

"-pioy";;;;;i". Andersen, northe.company, because "Comp-anies don't comrnit crimes, people d.o.,,24 Cr;, ;;;;inotions bke responsibility, wroigdoing, and obrigation b" ,ppiila . groop, such as cor-porations, or are individuals the onfi real moil agents? 
" a
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C\og\e< t:
A Tt"ndit;ion,nl Brisin,ess

f, n ou"r. 28 countries, mostly North African na-

I tions, female circumcision-or "female genital

5 mutilation" as its critics call it-is generally ac-

cepted. Female circumcision is normally performed

when a girl is between 7 and 12 years old. lt involves

cutting away most of the girl's external genitalia in-

cluding the clitoris and labia. ln most countries, the

procedure is done by a female "practitioner" who

uses a small knife or razor blade but no anesthe-

sia. A young girl will often resist so several women

must hold her down while the practitioner works.

The women who perform circumcisions charge for

their services and see their work as a business. lt

is estimated that in countries where the practice is

widely accepted, the annual fees collected by all the

businesses that provide circumcision services total

tens of millions of dollars'
Mothers in these countries feel they must have

their daughters circumcised because otherwise no

" good" man will marry them. Many believe that cir-

cumcision controls a woman's sexual desires, and

cleanses her spiritually so that others can eat what
she cooks. Although the practice is not mentioned
in the Koran, many North African Muslims believe

that female circumcision is required by certain say-

ings they attribute to Mohammad, the founder of
lslam. However, Muslim scholars dispute both the
authenticity and the interpretation of these sayings.

Many Americans and Europeans'feel strongly
that female genital mutilation is an immoral assault

on a helpless and unwilling girl, an assault that pro-

vides her no medical benefit, risks serious infection,
and permanently deprives her of the ability to feel
sexual pleasure. They have pressured foreign govern-

ments to outtawthe practice and to crack down on the
women who make a business of it because they are
violating the human rights of thousands of girls.

Practitioners claim that Westerners who want
. to prohibit female circumcision are trying to impose

'their own morality on others. A Somali practitioner
said: "This is a great offence and a great interfer-

.l .ence with our lives and our lifestyle. For too long

Sources: William Ashford, "Genital Mutilators Protest Scandinavian Efforts to Crack Down on Trade," September 27, 2OOg
accessed August 9, 201 0 at http://scrapetv,com/News/News%20Pages/Business/pages-3/Genital-mutilators-protest-Scan-
danavian-efforts-to-crack-down-on-trade-Scrape-TV-The-World-on-your-side,html; Amit B. Paley, "For Kurdish Girls, A
Painful Ancient Ritual," The Washington PosL december 29, 2008.

Europeans have come into our countries and told us
how to live our lives and how to behave and we be-
lieve that is totally unacceptable. We will not allow
foreigners to tell us how to behave or put our busi-
nesses at risk any longer. ln order for our daugh-
ters to be free they must have this procedure. lt is
their right as women and our obligation as adults
to make them into the best young women we can.
Circumcision is a fundamental pan of becoming a

young woman and we will not deny them that be-
cause of some misplaced sense of morality from
foreigners."

Phillip Waites, a doctor and medical analyst
for a news service noted, "The core issue here is
whether or not Europeans have the right to step into
another country and demand that they change their
traditions and culture." Remarking on the many
practitioners for whom female circumcision is a

business, he said: "There aren't a whole lot of jobs

in Somalia. There really isn't a whole lot of anything
in Somalia frankly, and these women have a spe-
cialty that not only garners them a good living but
also gives them a certain status in the country that
they might not otherwise have."

1. ls the business of providing female cir-
cumcision services morally wrong? Why?

lf a practitioner asks for a small busi-
ness loan from a Western "micro-finance
lender" like www.Kiva.org would it be

wrong for the lender to refuse? Would it
be wrong for the lender to agree? Explain.

2. ls itwrongforWesternersto pressure North

African governments to prevent practitio-
ners from doing female circumcisions?

3. Does this case support ethical relativism
or does it suggest that there are certain
things that are wrong no matter what, or
neither of these positions?
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WorldC om''s Wh istleb loza er

I n March 2002, when WorldCom was struggling to

I coordinate and integrate the complex mess cre-

I ated by the 65 companies it had acquired, World-

Co.m's then highly respected chief financial officer,

Scott Sullivan, moved $400 million from a reserve

account and recorded it as "income" in the compa-
ny's public financial reports. Alerted to this,, Cynthia
Cooper, the perfectionist head of WorldCom's in-
ternal audit department, began to secretly examine
the company's books at night. She soon discovered
that Scott Sullivan (named a "best CFO" by CFA
Magazine in 1998) and David Myers, WorldCom's
controller, for years had publicly reported billions
of dollars as "capital expenditures" when they were
really operating costs, ignored uncollectible receiv-
ables, and reported as "income" what were really
reserve funds, and did all this with the help of Arthur
Andersen, the company's auditor and accounting
firm. Though angrily threatened by Sullivan, and
risking herjob and career, on June 20,2002, an ap-
prehensive Cooper courageously met with the audit
committee of WorldCom's board of directors and told
them what had been going on. On June 25, World-
Com's directors announced the company had inflated

its profits by over $3.8 billion-an amount later raised
to $9 billion*in the greatest accounting fraud in his-
tory. Sullivan and Myers were arrested; WorldCom
shareholders lost $3 billion; 17,000 WorldCom work-
ers lost their jobs; Arthur Andersen was shut down
for shredding evidence of other accounting frauds at
other firms. Even today, many WorldCom managers
and employees do not speak to her and she some-
times cries. Says Cooper: "There is a price to be paid.

[But] it comes back to the values and ethics that you

learn . . .. The fear of losing my job was secondary to
the obligation I felt."

1. Which of Kohlberg's six stages of moral
development would you say that Cynthia
Cooper had reached? Explain.

2. Do her actions and motives support or
undermine Carol Gilligan's views? What
would you sBy is unique about her or
what she did?

3. How does William Damon's theory of
moral identity apply to Cynthia Cooper?

eSsa



I

ug
.D
t})



f\rp\es L:
Gr,tn, Mnn ufacl:r!'re7rs an' d lLesls on,s ib i lity

E ohn Allen Muhammad and John Lee Malvo

f, ,f,ot and killed 13 people in Alabama, Geor-

QJ siu, Louisiana, Maryland, Virginia, and Wash-

ington, D.C. They used a semiautomatic assault rifle

manufactured by Bushmaster Firearms, lnc' The

two killers bought the rifle from Bull's Eye Shooter

Supply, a gunshop in Tacoma, Washington, al-

though federal law prohibited the shop from selling

the gun to either Muhammad, who had a record of

domestic battery, or to Malvo, who was a minor'

Survivors of the victims have claimed that although

Muhammad and Malvo were directly responsible

for the deaths of the victims, both Bushmaster Fire-

arms, lnc., and Bull's Eye Shooter Supply (and their

owners) also "should be lreld responsible." Audits

by the Bureau of Alcohol, Tobacco, and Firearms

showed that Bull's Eye Shooter Supply had "lost"
guns (238 in a 3-year period) or "lost" documenta-

tion-including its records of the Muhammad-Malvo

sale-yet Bushmaster Firearms continued to sell its

guns to the shop. Survivors of the victims claimed

that Bushmaster Firearms had an obligation not to

create an unreasonable risk of foreseeable harm

from the distribution of its guns. The company, they

claimed, failed to adequately investigate or screen

this dealer's record of weapons handling, failed to
adequately monitor and supervise how its dealer

was selling its guns, and failed to provide training

or incentives for its dealer to comply with gun laws.

lf Bull's Eye and Bushmaster had acted as they had

an obligation to act, Muhammad and Malvo would

have been prevented from obtaining the assault

rifle they needed to kill their victims since federal

laws prohibited both from buying guns, Bull's Eye

and Bushmaster helped cause the deaths, the wife
of a victim claimed, and so "they share the respon-

sibility for my husband's death and many others."

1. Are Bull's Eye and Bushmaster morally
responsible for the Washington, D'C' vic-

tims' deaths? Why or whY not?

2. Are gun manufacturers or gun deal-
ers ever morally responsible for deaths

caused by the use oftheir guns? Explain.

3. Are manufacturers ever morally respon-

sible for deaths caused by the use oftheir
products? Why or whY not?

Source:ChrisMcgann,,,Familiesof 2SniperVictimsSueArmsDealer,Manufacturer," seattlePost-lntelligencer,JanuarylT,

2003, p. 1A.

But the iclea that following orders somehow absolves me of any blame for what

I do is mistaken. As we have seen, I am responsible for whatever injuries I cause so

long as I knew what I was doing and did it of my own.fre-e will. 'lherefore, when

I kriowingly and of my own free will cause an injury, th9 facl that I was following

orders at"the time does not change the realiry that I fulfilled the three conditions

that qualify me as morally responsible for my actions-causality, knowledge, and

freeclom-a1d so I am necessarily rnorally responsible for the injury' This is not t9

say that it is always easy to reftise to follow orders. In fact, it is often extremely dif-

ficult ancl ."r, .riry great pefsonal costs. And as the Milgram experiment showed,

mosr people are willng to obey the orders of an authority even when they know

they are being orcleredlo do something wrong. Nevertheless, when I knor.r' that if
I follo- ur-, orl"., I will be cooperating with evil, I must do everything I can to sum-

mon the strength and courage to refuse.

Qa ur
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Ouestions for Review and Discusslon

1. Define the following concepts: moral staldards, non-moral standards, ethics, busi-

ness ethics, ,torrn.iirr" ,t tdy, descriptive study, systemic ethical issue' corporate

ethical issue, individual ethical iss.te, .orporate social responsibility, stakeholder'

stakeholder theory, shareholder theory, flobalization, ethical relativism, Integra-

tive Social contracts Theory, preconventional moraliry, conventional moraliry,

;";-;;""tional morality,'moral reasoning, consistency requirement, framing

i situation, euphemistic labeling, rationalizing our-actions, diminishing compari-

sons, dispia."h"nt of ,"rponribility, diffusi6tt of responsibility, distorting thp

harm, delumanizing the victim, Uiasea theory, moral seduction, weakness of will,

,,r""gaL of will,locris of control, moral responsibility, mitigated responsibiliry'

2. "Ethics has no place in business." Discuss this statement'

3. In yogr jgdgment, did the managers of Merck have a moral obligatiol to spend the- 
;;;"t r""3"d to develop the d"rug for river blindness? Can you state the general

morairtarrdard o*tar-,drrd, on wliich you base your judgment? Are you willing to

apply the ,,consistency requirement" to your moral standard or standards?

4. itJ"i again the ,""oon, of'n. r'. Gooclricir, Lawson, and Vandivier. Which, if any, of

the "obstacles to moral behavior" do you see operating in this B. F. Goodrich sinradon?

5. ,,Kohlberg,s views on moral development show that the more morally mature a- 
p*r"" n"iomes, the more likely it is that the person will obey the moral norrns of

his or her society." Discuss this statement'

Web Resources

Reaclers who would like to research the general topic of business ethics on the Inter-

"", -igt, wanr to begin by accessing-the followin€web-sites. The web site of santa

Clara i]niversity's Mirkkolu C"rrt"ifor Applied Athi.t has outstanding articles and

J", 
"o.rr"rrt 

pius hundreds of annotated jinks to other Web resources on ethics at

www.scu.ed.u/ethin. Larry Hinman's Ethics updates at the university of san Diego

.tro tr., a large collection of articles and links to numerous topics in ethics at ethics'
-sand.iego.ed.u. 

Still a useful resource for business ethics research on the Web is Sharon

ir""gZr'r web site which provides links to numerous online business ethics resources

atwww.web-miner.com/biethics.hnn.The EssentialOrganization provides links to nu-

merous organizations and data lesources that deal with corporate social responsibiliry

iirrr.urTrtial.org. Corporate Watch has information on various companies and is-

sues related to buJiness ethics at www'clrpwatch.org as does Resources for Activists at

www.betterworld.links.org/bookl00.htm,World Watch ttwww.worldwatch'org; and Mal-

lenbaker's web site on lorpot"t" social responsibility atwww.mnllenbaker'net'/csr'

Slaaery in the Chocolate Indastryt

J. .,.i I \ /a
1

{tlexplore the concePt on

. mythinkinglab'com

Forry-five petcent of the chocolate we consunre in the

United Statls and in tire rest of the world is made t'om co-

coa beans grolvn ancl hai'r'estecl on farrns in dre Ivory Coast,

a srnall ,',.iion on the western coast of Africa' Few realize

that a porrion of tl're Ivory Coast cocoa beans drat goes into

the chocolate we eat was grown and harvestecl by slave chil-

dren. The slaves are boys berween 12 and 16-but sorne-

times as young as 9-who are kidnapped frorn villages in

\bq
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sul'rounding nadons and sold to the cocorr farrners by uaf-
fickers. The farmers whip, beat, and starve dre boys to force

them to do the hot, difficult work of clearing the fields,

han'esting the beans, and drying them in the sun. The boys

rl'ork fr'om sunrise to sunset. SoIne are locked in at night in
windorvless rooms where drey sleep on bare wooden planks'

Far fr'orn home, unsure of their location, unable to speak dre

lang-uage, isolated iu rural areas, and tl-reatened with harsh

beatings if they try to get away, dre boys rarely atternpt to

escape dreir nightrnare siruation. Those who do try are usu-

ally caught, severely beaten as an exanrple to others' and

then locked in solitary confinement' Every year unknown
nurnbers of these boys die or are killed on dre cocoa farms

that supply our chocolate,
The plight of the enslaved children was first widely

publicized at dle rurn of the twenry-first century lvhen
Tlue Vision, a British television compnny, took videos

of slave boys working on Ivory Coast farms aud made a

docurnentary depicting the sufferings of the boys. In Sep-

ternber 2000, the documentary was broadcast in Great
Britain, the United States, and odrer parts of the world.
Tlre U.S. State Department' in its Yenr 2001 Llutnan.

Rights Report, estimated tlat about 15,000 children frorn
the neighboring nations of Benin, Burkina Faso, Mali,
and Togo had been sold into slavery to labor on Ivory
Coast farms, The International Labor Organizzrtion re-
ported on June I l, 2001 that child slavery was indeed

"widespread" in Ivory Coast and a Knight-Ridder news-

paper investigation published onJune 24,2001 corrobo-
rated the use of slave boys on Ivory Colst cocoa farms.

In 2006, The New York Tirnes reported drat child slavery

continued to be a problem in West Africa. In 20A7 , BBC

Nezr.r published several stories on the "drousancls" of chil-
dren who were still working as slaves on cocoa farms in
Ivory Coast. Fortunc Magazine in 2008 reported drat slav-

ery in the lvory Coast was still a continuing problem, and

a BBC documentary entitled Chocolate: The Bitter Tnr'th,

broadcast on March 24,2010, a decacle after the use of
slave boys in the chocolate industry was first revealed,

showed yourg boys were still being used as slaves on the

cocoa farms of the Ivory Coast,

Although slavery is illegal in the Ivory Coast, dre

larv is poorly enforced. Open borders, a shortage of en-

forcement officers, and the willingness of local officials to
accept bribes frorn people trafficking in slaves, all contrib-
ute to the problem. In addition, prices for cocoa beans in
global markets have been depressed most years since 1 996.

As prices declined, the already irnpoverished cocoa farmers

turned to slavery to cut their labor costs. Aldrough prices

began to irnprove during the early years of dre El'enty-first
cenrury, cocoa prices fell again in2004 and remained iou'
until the srunmer of 2010 when drey again began to rise'

The poverty that motivated many Ivory Coast cocoa

farmers to buy children u afficked as slaves was aggravated

Erurcs aun Bustruess 65

by odrer thctors besides low cocoa prices. Working on iso-

lated farms, cocoa falmers carlrlot cotnmunicate amonS*

themselves nol widr the outside wor'lcl to learn what cocoa

is seiling fbr. Consequently they are at the mercy oitlocal
rniddlemen who drive out to the farms, lruy the farmers'
cocoa for half of its current market plice, and haul it away

in their tlucks. Unable to afford trucks thernseives, the

farmers rnust reiy on the middletnen to ge[ their cocoa to

market.
Chocolate is a $13.billion industry in the Unite{

States which consumes 3.1 billion pounds each year' The
nanes of dre four largest U,S. cirocolate rnanufacrurers-
all of whom use the morally "tainted" cocoa beans from the

Ivory Coast in their products-ate well known: Iilershey
Foods Corp. (maker of Flershey's rnilk chocolate, Reeses,

and Almond Joy), M&M Mars, Inc. (rnakel of M&Ms,
&Iars, Twix, Dove, and Milky Way$, Nesd6 USA, (maker

of Nesd6 Cmnch, Kit Kat, Baby Rudr, and Butterfingers),

and I{r'aft Foods (which also nses chocolate in its baking

and breakfast products). Less well known, but a key part

of the indusuy, are the nanes of Archer Daniels Midland
Co., Barry Callebaut, and Cargill Inc., ail of wirom serve as

rniddlernen who buy the beans from the Ivory Coast, grind

ancl process theru, ancl dren sell the processed cocoa to the

chocoiate manufacturers.
\A4rile all the major chocolate cornpanies used beans

trom lvory Coast farrns, a portioll of which relied on

the labor of enslaved chiidlen, rnany srnaller companies

avoided using chocolate mnde from Ivory Coast beans and

instead turned to using chocolate processecl from "un-
tainted" beans grown in other parts of dre world. These

conpanies include: Clif Bar', Cloud Nine, Dagoba Organic
Chocolate, Denrnan Island Chocolate, Gardnets Candies,

Green and Black's, Kailua Candy Company, Koppers
Chocolate, L.A. Burdick Chocolates, Montezuma's Choc-
olates, Newman's Own Organics, Ornanhene Cocoa Bean

Comparry, lLapunzel Pure C)rganics, and The Endangered

Species Ci'rocolate Cornpany. Other small companies
rurned to using fair uade chocolatc and organic chocolate

because these are made trom beans grown on farms that

are regularly monitored.ancl so ttrey, too' are rnade from

untainted bcrrns.

That many fartners in the Ivory Coast use slave boys

to farm theit'cocoa beans was ah'eady known to American
chocolate-makers when nredia reports first began pub-

licizing the issue. In 2001, the Chocolate Manutacturers
Association, a tracle group of U.S' chocolate tnanufactut'-
ers (whose mernbers include l{ershel', Mars, Nestl6, and

others), aclmitted to newspapers that they had been aware

of the use of slave boys on Ivory Coast cocoa farms for'

some tirne. Pressurecl by various antislavery groups' the

Chocolate Manufacturers Association stated onJune 22,

2001 that it "condemned" "these praclices" and agreed to

fund a "study" of tlte situation'
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On June 28,2001, U.S. Representative Eliot Engel
sponsored a bill airned at setting up a labeling sysrem
that would inform consumers wirether the chocolate they
were buying was "slavefree," i.e., guaranteed not to have
been produced by slave children. The rneasure passed the
Ilouse ofRepresentatives by a vote of 291 roll5, Before
a measurc can become law, hower.er, both the House of
Replesentatives and the Senate must applove it. U.S.
Senator Tom Harkin tlerefore prepared to introduce dre
same bill in the Senate. Before the Senate could consider
the bill, the U.S. chocolate industry-led by Mars, Her-
shey, Ii'aft Foods and A.r'cher Daniels Midland and with
the help of lobbyists Bob Dole and Geolge Mircheli-
mounted a major lobbying effort to fighr the "slave-free"
labeling system. The cornpanies arguecl that a labeling sys-
tem would not only hurt their own sales, but in the long
run could hurt poor African cocoa farrners by reducing
their sales and lowering the plice of cocoa whicll would
add to the very pressures that led them to use slave labor
in the first place. As a result of the industry's lobbying,
the "slave-free" labeling bill rvas nelrer approved by the
Senate. Nevertheless, Ilepresentative Engel and Senator
Harkin threatened to introduce a new bill rhat would pro-
hibit the import of cocoa produced by slave iabor, unless
the chocolate companies voluntariiy' eliminated slave iabor
from their production chains.

On October l, 2001, the members of the Choco-
late Manufacturers Association and the World Cocoa
Foundation, caught in the spodight of media amenrion,
announced drat they intended to pr.rt in place a sysrem
that would eliminate "the worse forms of child labor" in-
cluding slavery. In spring of 2002, dre Chocolate Manu-
facturers Association and the World Cocoa Foundation
as well as the major chocolate producers-Hershey's,
M&M Mals, Nesde, and World's Finest Chocoiate-and
the rnajor cocoa processors-Blommer Chocolate, Gui-
ttard Chocolate, Barry Callebaut, and Archer Danieis
Midland-all signed an agreemenr ro establish a systerr
of certification that would verify and certify that the
cocoa beans they used were not produced by the use of
child slaves. Known as t-he "Harkin-Engel Prorocol,"
tlte agreement also said dre choeolate companies would
fund training programs for cocoa bean f'armers to educate
them about growing techniques while explaining dre im-
portance of avoiding the use of siave labor. The mernbers
of the Chocolate Manufacturers Association also agreed
to "investigate" conditions on Jhe cocoa farms and estab-
lish an ttinternational foundation" that could "oversee and
sustain ifforts" to eliminate child slavery on cocoa farms.
InJuln 2002, the firsr survey sponsored by the Chocolate
Manufacturers Association concluded that some 200,000
children-not all of t-hem slaves-were working in haz-
ardous conditions on cocoa farms and that mosiof them
did not attend school.

Llnfortunately, in 2002,Ivory Coast became
embroiled in a civil war that continued until an uneasy
peace was established in 2005 and t'inalized in 2007; r'ebel
forces, however, continued to control the northern half
of the country. Reports claimed that much of the rnoney
funding the violence of both the governrnent and rebel
groups during these years came from sales of cocoa, and
that buyers of "blood chocolate" from Ivory Coast were
supporting this violencc.

The 2005 deadline the major chocolate companics
and their nssociations had set, came, and passed u'it-hout dre
promised establishment of a certification system to ensul'e
beans were not being ploduced by siave children. At this
point, the chocolate companies arnended dre protocol to
give dremselves more tirne by extending thcir own dead-
line toJuly,2008, saying that the certification process had
turned out to be more difficult dran drey thought it would,
particuiarly with the outbreak of a civil war. Aithough the
companies did not establish a certification system while
the civil war raged, however, they did manage ro secure
enough cocon bennc to kecp drcir chocolotc foccorics go
ing at ftrJl speed throughout the war'.

By early 2008, the companies had still not started
work on establisl"ring a certification system or any other
method of ensuring that slave labor was not used ro pro-
duce the cocoa beans they used. Tire cornpanies issued a

new statement in which they extended to 2010 the dead-
line for complying with their prornise to esrablish a cer-
tification systern. According to the companies, they had
been investing several million dollars a year into a foun-
dation that was working on the problem of child labor.
I{owever, an investigative reporter, in an article published
in Fartune Magazine on February 15, 2008, found the
foundation had oniy one staff rnember working in Ivory
Coast. The activities of the staff mernber were limited
to giving "sensitization" workshops to local people dur-
ing which he would explain that child labor is a bad dring.
The foundation was also helping a shelter that provided
housing and education to honeless srreer children. The
reporter found no signs of work being done on a cerri-
fication system, By now the monitoring systems used in
the fair trade and organic parts of the industry had been
functioning for several years, yet the larger companies op-
erating in Ivory Coast seemed unable or uninterested in
learning frorn tieir example.

The existence of a large and well-organized system
for uafficking children from surrouncling countries onto
Ivory Coast farms was once against demonstrated on June
18, 2009. On that date INTERPOL, the international
police organization, carried out a series of raids of several
lalms believed to harbor slave children and managed to
rescue 54 children. Aged between I1 and 16, dre children
had been working 12 hours a day for no salary; many were
reguiarll' beaten and none had received any schooling. In



a public statement, INTERPOL estinated that "hundreds
of thousands of children are working illegally in the
plantirlions."

On September 30, 2010, the Payson Center at
Tulane Univelsiry issued a report on the progress dtat
hrd been made on the certification system the choco-
late industry in 2002 had promised to establish, as weil
as on the progress the industly had rnade regarding its
promise to elirninate "the u'orse fonns of child labor,"
including child slavery, on the larms ti'orn which the in-
dusffy sourced its cocoa. The report was commissioned
by the United Srates Department of Labor who had been

asked by Congress to assess progress on the "I{arkin-
E,ngel Plotocoi," and who gave Tulane lJniversity an

initial grant of $4.3 million 'rn 2006, and an additional
$1.2 miiiion in 2009 to cornpile the report. According to
the report, "In<lustry is still far lrom achieving its target
to have a sector-wide independently verified certifica-
tion process fully in place... by the end of 20l0." Tire
l'epolt found drat berween 2002-the date of the origi-
nal agreement-and September 2010, the Industry had

nranaged to contact only abor:t 95 (2.3 percent) of Ivory
Coast's cocoa farming colnmunities, aird that to complete
its "remediation efforts" it would have to contact an addi-
tional 3,655 faLm cotnrnunities. 144ri1e the Tulane g3'oup

"conflrnred" that forced labor was being used on the co-
coa firrns, it also found that no indusry efforts to "reme-
diate" the use of forced iabor "are in place."

Not surprisingly, the ploblern of certification still
remained unresoived in 2011. Afcer the nredia attention
had died down, dre manufacrurers and distributors buy-
ing Ivoly Coast cocoa beans seemed incapalrle of finding
a way to "cer-tify" that slavery was not used to harvest
the beans tirey pulchnscd. Representatives of the choco-
late cornpanies argued that the problern of certification
was clifficult because there are more than 600,000 cocoa

farms in Ivory Coast; tnost of thein small family farms
located in remote rural regions that irre difficult to reach

and drat lack good r:oads and other infrasuucture. Critics,
however, pointed out that these difficulties did not seetn

to pose any obstacles to obtaining beans from these many
scattered cocoa fat'ms. Cocoa bean farmers, pool and buf-
feted by dre lou' price of cocoit beans, contimted to use en-

slaved children although drey were secretive about it. To
make mattels worse, ou February 201 1, fighting between
the rebels in the north and the Ivory Coast government
in the south again broke out fbr a brieFperiod in a dispute
over who was drc legitimate winner of the 2010 presiden-
tial election. Thc fighting ended in April 2011 when one
of the candidates finalll' conceded the election, allowing
Allassane Ouattala to be declared the legitimate president.

In 2010 another flhn, this one entitled The Dark
Side oJ'Chocolntc, once nore docurnented the continuing
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use of enslaved children on Ivory Ooast fnrms, although
representatives of the chocolrrte colrrpanies intelviewcd
in the fihn denied the problem or: clairnecl they did not
know anything about it. lhe beans tainted by the labor'
of slave boys are therefole still being quictly mixecl to-
gether in bins and warehouses rvith beans harvested by
free paid workers, so that the two are inclistinguish-
able. From thele they still make theil way into the now
tainted chocolate candies that llershey's, A4&M Mars,
Nestle and Iftalt Foods make and tl'rat wc buy hcre and
in Europe. Widrout an ef'fective systen of certification, in
fact, virtually all the chocolate we eat thzrt is macle fi:onr

West African (Ivory Coast and Ghana) cocoa c<lutains a

portion of tainted chocolate rnirde fi'om beans harvested
by enslaved children.

0uestions
1. What are the systernic, corporate, and individuai

ethical issues raised by dris case?

2. In your vierv, is tire kind of chilcl slavcry discussed in
this case absolutely wrong no rnatter what, or is it only
relatively wrong, i.e., if one happens to live in a socicty
(like ours) that disapproves of chilcl slavery? Explain
your view and why you hold it.

3. Who shares in the mot'rrl responsibiliry fbr the slavery
occurring in the chocolate inclustry?

4. Consider the bill that Representive Ilngle and Sena-
tor Harkin attempted to enact into a law, but which
never became a lara' becanse of the lobbying effolts
of the chocoiate companies. What does this incident
show about the view dlat "to be ethical it is enough for'

businesspeople to follow the law"?

Note
l. Sudarsan I{aghavan and Surnana Chattcljee, "Child Slavcry
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