Business Ethics – Midterm Notes

Introduction to Business Ethics
Ethics – the study of right and wrong/the study of morality, branch of philosophy, set of moral principles
Morality – a system of ethical principles or beliefs 
· Moral – involves right and wrong
· Actions can be:
· right = morally/ethically right
· wrong = ethically wrong = immoral
· People can be:
· good – morally/ethically good
· bad – morally/ethically bad (not immoral)
· Immoral – involves only morally wrong
· Amoral – does not involve right/wrong

All human beings are Moral Agents – they have the capacity to understand ethics/moral reasoning
3 kinds of capacities
1. Ability to anticipate the consequences of one’s own actions
2. Ability to make value judgments
3. Ability to choose between alternative courses of action
Potentials need to be developed or actualized in order to apply ethics to a situation
Multiple Sources one can apply to a situation and evaluate outcomes or actions
1. God
2. Law
3. Feelings
4. Parents 
5. Majority
6. Norms
7. Conscience
8. Consequences
9. Fairness

Modern Business Ethics
Raymond Baumhart’s – groundbreaking studies, which were early contributions to business ethics – corporate hacking scandals 

Metaethics – where did the ethical principles come from and what do they mean?
· social inventions
· law
· God’s commands
Normative – involves supplying and justifying moral standards (rules) that regulate right wand wrong (question the rules and develop new rules)
Applied Ethics – involves applying the principles of normative ethics on particular issues in private and public life
· Business Ethics is a branch of apply ethics
· Taking the moral guide lines form normative ethics and apply them during decision making
Business Ethics
· Everyone has ethical responsibilities
· Business ethics is not a separate theory of ethics, it is an application of normative ethics to business situations
· CEOs and people “higher up” have higher ethical standards
· Responsibility to the public
· People would be more disappointed in a CEO committing a crime vs. a high school student/Jo blow

The relationship between Law and Ethics
Law and Ethics are NOT the same thing
· The law is an expression of the ethical beliefs of our society
· Lying might be unethical/morally wrong, but it is not illegal
· Obeying the law might not even be the ethical thing to do

Good Reasons (arguments):
1. Relevant
2. Adequate
3. Empirical claims must be true
4. Avoid fallacies

Fallacies
· Circular Reasoning – reasoned beings with what they are trying to end with (ex. if the premises are true, then the conclusion is true – x=y so y=x)
· Appeal to Popularity – involves appealing to the fact that a particular point of view is popular for a reason in favor of that view
· Ad Hominem (appeal to person) – involves attacking the person putting forward a point of view, rather than examining the strengths and weaknesses of the argument
· Appeal to tradition – using the fact that “we’ve always done it like this” as a reason for continuing to do things that way


Utilitarianism
Utilitarianism – purpose of morality is to guide people’s actions in such a way as to produce a better world
· minimize suffering, maximize pleasure
· emphasis on the overall good
· put aside interest and do the most to maximize utility – sake of the whole
· only concerned with the end result, not the actions in between
Elements of Utilitarianism
1. Consequentialism – actions are considered “good/bad” only based on their consequences – not the action itself
2. Hedonism – idea that pleasure or happiness is the “good” that we seek
3. Maximalism – a “right” action creates the greatest good (pleasure) and least evil (pain/suffering)
4. Universalism – actions are based on consequences that affect everyone equally

Jeremy Bentham (quantity)
· Founder of Utilitarianism
· Hedonism – he assumes that the rightness of an action depends entirely on the amount of pleasure it tends to produce and amount of pain it tends to prevent
· Good = pleasure, benefit, happiness, advantage
· Pleasure/Happiness = intrinsic value (have value in itself)
· Bentham says the principle of utility could apply to animals, not because they can reason, but because they can suffer
Principle of Utility: 
· Recognizes the roles of pain and pleasure in morality
· Equates good with pleasure and evil with pain
· Approves or disapproves action on the basis of the amount of pleasure/pain
· Asserts that pain and pleasure can be quantified/measured
Fundamental Imperative of utilitarianism:
· Always act in a way that will provide the greatest overall amount of good in the world
· The right thing to do is whatever would produce the best overall outcome
· Greatest good for the greatest number of people
Hedonistic Calculus/Quantitative Hedonism
· Qualities of pleasure must be quantified
· 7 different criteria to measure the greatest good:
1) Intensity
2) Duration
3) Certainty
4) Nearness 
5) Fecundity (probability)
6) Purity (free from pain)
7) Extent (how many people will receive pleasure?)
Problem Bentham’s Account
· Difficult to assign units of pleasure
· Difficult to identity the greatest number of people (does it include other beings and nature?)
· Pleasure is too shallow of a measure of morality


[bookmark: _GoBack]John Stuart Mill (quality)
· Highly influenced by Bentham - agreed with Bentham that the well being of “all concerned” is of the greatest importance
· Agreed with the utility principle but had an issue with the quantitative element
· Developed a system of higher and lower pleasures
Qualitative Hedonism
· Not based on numbers, instead you base topics on a scale of lowest- highest
· Emphasizes importance of happiness rather than pleasure
· The difference in happiness vs. pleasure is significant
· Happiness has a higher qualitative edge over the quantity of lower bestial (base) pleasures
· Example: pleasure from drugs does not equal happiness

Utilitarianism
· The greatest happiness principle holds that actions are right in proportion as they tend to promote happiness, wrong as they tend to produce the reverse of happiness
· Act Utilitarianism looks at consequences of each particular act and calculates the utility each time the act is performed 
· Kill dying homeless person to save leader because it produces the greatest utility
· Rule Utilitarianism looks at consequences of having everyone follow a particular rule and calculates the overall utility of accepting or rejecting the rule
· No one could approve the general rule that lets hospitals kill patients for their organs so adopting such a rule would be highly negative and would undermine the trust of the public

The Strengths of Utilitarianism
1) Takes everyone and everything into account equally, no favoritism
2) The good is “agent neutral”, self-interest does not play a role here
3) Encourages considerations of alternatives
4) Provides a solution to moral conflicts (could use calculus)

The Weaknesses of Utilitarianism
1) Don’t always know the consequences of our actions
2) Difficult to measure pleasure and happiness
3) Too demanding, leaves no room for showing partiality
4) Counterintuitive – sacrifice one to save many
5) Does not take moral significance of individuals seriously enough, we are mere conduits of utility
6) Concerned only with ends – only bottom line matters
7) Ends justifies the means
8) Does not take into account and rights (good > right)
Kant’s Deontological Ethics
· “Deon” = duty
· Concerned with duty and reason
· Morality is a matter of fulfilling one’s duty and the absolute rules
· Contrast of utilitarianism - acts cannot be justified by their consequences
· Intentions are more important than consequences
· Consequences are too difficult to predict and don’t take into accounts your motivations/intentions
· Focuses on rightness/wrongness of the actions themselves, as apposed to the consequences of those actions
· The Ends does not Justify the Means 
· Some acts are intrinsically wrong and should not be performed even in the pursuit of the most noble or outstanding consequences

Three Elements of Kant’s Deontology
1) An action has moral worth if it is done for the sake of DUTY
2) An action is morally correct if its maxim can be willed as a UNIVERSAL law - UNIVERSALIZABILITY
3) We should always treat humanity as end in itself and never merely as means to an END – RESPECT FOR PERSON

1) The Ethics of Duty
Acting for the sake of duty is:
· Without self-interest
· Without concern for consequences
· Without inclination and feeling (we shouldn’t be side-tracked by our feelings or act out of love/compassion)
Duty as following orders – conception 1
· Adolph Eichmann model (external + imposed by others)
· Categorical Imperative
· Be loyal to the laws, be a disciplined person, live an orderly life, don’t come into conflict with the laws
Duty as freely imposing obligation on one’s own self – conception 2
· The Kantian modal (internal + imposed by ourselves
· Objective moral law and that we know this law through reason, and not religion
· Reason imposes this moral law upon us
· Moral laws are binding laws
· More morally advanced than the first conception of Duty
Kant’s Account of Duty
· All actions must be grounded in good will which can be linked to having good intentions
· An action cannot be right unless it was performed out of good will
· Person’s inward motive must be good in order for the action to be right – right intentions
· Duty  reason tells us to make the right choice
· Rationality is what makes us human which entails that we have a duty to do what is right
· Shopkeeper example
Categorical Imperative
· Supreme Principle of Morality
· Categorical Imperative: Command of reason or moral law that should apply equally to all people in all situations
· The CI is an unconditional principle that we must follow despite any natural desires or inclinations we may have to do the contrary

2) Universal Maxim
· A maxim is a general truth or principle of conduct such as “keep your promise”
· A universal maxim requires that any moral decision made must be acceptable for everyone
All other Moral Laws are Derived form the CI
· All moral laws or “imperatives of duty” can be deducted from Categorical Imperative
· CI is a general law to which particular moral laws must conform
· This moral law in binding because it is given by us to ourselves
· We are both author and subject of it, and when we break it, we are both judge and criminal
Testing Moral Actions
· A maxim is wrong if the situation in which everyone acted on that maxim is somehow self-contradictory
· E.g. stealing, if we all stole, the idea of “owning” things would disappear and so would the idea of stealing

3) Respect for Persons
· Autonomy = self-rule
· People must be respected as autonomous agents – there are certain ways we must not treat people, no matter how much utility might be produced
Practical Imperative
· Act is such a way that you treat humanity always at the same time as an end and never simply as a means

Ethics of Whistleblowing
· Whistleblowing: the unauthorized reveal of information to the public, by an employee, of his/her employer’s wrong doings to protect the public interest
· Must be unauthorized
· Must be expressed publicly
· Must be in public interest (poses harm to the public)
· Must be info the employee has access to by virtue of their job (not simply an opinion)

Why Study Whistleblowing?
1) Involved conflict of interest (employee, company, public)
2) It might be the best/only way to correct the faults
3) Must check other alternatives
4) The employee might have a right to blow the whistle
5) Must know whether blowing the whistle violates obligation of loyalty

Moral Conflict
Main Stakeholders:
1) Public (employee has obligations toward the public)
2) Individual (employee has obligations self and family)
3) Company or Organization (loyalty to employer/confidentiality)

What is at Stake?
· High stakes for individual – costs, getting fired, privacy invasion
· Blowing the whistle may impose huge costs on the public
· Company – mutual suspicion, hiding behind national security 

How to Make a Decision
We must determine:
1) Whose interest has greater moral priority – measure the utility
2) Whether or not blowing the whistle is justified on the basis of intention and Duty and must consider issues of right (Kant’s Deontology)
3) Whether or not we have violated loyalty to the company
4) Do we have a duty to maintain confidentiality 

Sissela Bok
· Balanced review of pros and cons of whistleblowing
· Personal – because it involves pointing the finger at some specific person
· Whistleblowers pose a threat to those whom they denounce
· Stakes are high
· Possible moral conflicts:
· Is it actually in public interest?
· Whistleblower might weigh responsibilities to employers/co-workers vs. responsibilities to the public (generally public safety is ranked higher)
· Potential retaliation (demotion, loss of job and friends, violence)
· Indispensability of Whistleblowing – whistleblowers often merit “strong support” because they sometimes perform an “indispensable service”
· Sometimes whistleblowing might be the only way the public ever finds out about a problem/problems get corrected
· Bok’s definition of Whistleblowing:
· New label generated by our increased awareness of ethical conflicts at work

The Nature of Whistleblowing
3 essential elements that make the act of whistleblowing unpleasant
1) Dissent
· Public disagreement with an authority or majority view
· “Sheds a light on some negligence or abuse by the authority”
· Opposes the hierarchy (disobeying it)
· The more repressive the authority, the greater the personal risk
2) Breach of Loyalty
· Whistleblower blows the whistle on his own team and the act is seen as a violation of loyalty
· The employee has assumed certain obligations to his colleagues and clients
· May have taken an oath or promise of confidentiality 
· Bok has assumed that an employee has the obligation of loyalty to his company
3) Accusation
· An accusation of neglect, willfully concealed dangers, or outright abuse on the part of the colleagues/superiors
· Singles out specific people or groups as responsible for threats to public interest
· May be justified if threats are:
· Immediate
· Specific

When Whistleblowing is Unjustified
1) Done out of malice
2) Error or biased
3) Merely concerns personal matters that should remain private

An Effective Whistleblower 
· Arouse the audience
· If audience shows apathy or disbelief, the message with dissipate
· If audience is not free to act/do something about it, it looses its effectiveness
· Whistleblowing needs concerted public response
· A successful whistleblowing attempts to minimize the harm to the public
· Dissent imposes accuracy and judgment
· Get facts straight before speaking out
· Consider how serious the threats and risks are to public
· If your facts justify speaking out, the you must try to minimize the effects of breach of loyalty
·  Breach of Loyalty imposes exploring alternative ways:
· Explore existing venues for change within the organization
· Whistleblowing must be the last alternative due to negative side-effects
· Taking an oath places stronger obligation of loyalty
· Can be overridden if the public interest is stronger/higher, if oaths were taken through deceit, if the promises are illegal/wrong
· Promise of oath cannot justify crime or violation of public interest
· Accusation imposes the requirement of fairness:
· Private matters are not public interest
· Open accusation rather than denunciation or leaker rumors (anonymous is safer but less likely to be taken seriously)

Recap:
An employee is PERMITTED to blow the whistle if:
1) The harm to the public is serious and considerable
2) The employee makes his/her concerns known to superiors
3) Does not get any satisfaction from his superiors, exhausts all other channels available (going through board of directors)

Employee Loyalty
Two views on the Obligation of Loyalty:
1) Employees DO have obligation of Loyalty to their employees
· Bowie and Bok argues that they do
2) Employees have NO obligation of Loyalty to their employers
· Ronald Duska claims that they don’t

Central Idea – Duska – no obligation to employer
· One doe not have an obligation of loyalty to a company because they are not proper objects of loyalty
· Persons are proper objects of loyalty, corporations are not persons
· A worker has a duty (contractually defined) to “return to responsible work for wages”
· Loyalty involves a reciprocal relationship with “self-sacrifice with no expectation of reward”
· We can be loyal to friends and family, but are fools if we are loyal to a business
· People has moral status but corporations do not therefore they are not the proper object of loyalty

Moral Status
· All adult cognitively unimpaired human beings have Full Moral Status
· “All humans are born free and equal in dignity and rights
· Disagreement about the moral status of cognitively impaired humans, animals, fetuses, and unborn humans (abortions are allowed)
· Cognitively impaired human adults have the highest degree of moral status
· No consensus or even agreement about moral status of a corporation and other similar entities 
· Person is an End in itself
· Corporation is a Means to an End
· Corporation is a means with a specific purpose – to create profit

What is Loyalty?
· Ordinarily construed as a state of being constant and faithful in a relation implying trust or confidence
· Loyalty is incompatible with self-interest 

The Corporate Relations is not of Mutual Enrichment
· The relationship between you and your corporate employer is not one of mutual enrichment (devotion)
· A business/corporations does 2 things in the free enterprise system:
· Produces a good or service
· Makes profit
· The people bound together in a business are not bound for mutual fulfillment and support, but to divide labor so the business makes a profit

The Commercialization of the Work
· Money is what ties the group together
· Profit determines quality of work – commercialization of the work
· Dissolves the type of relationship that requires loyalty

Corporation is not a Team and Business is not a Game
· Daska rejects the idea that business is like a team
· Team loyalty occurs in the context of sport
· The goal of sport is to win
· Sport has become a key played in the world of business/contemporary world
· So because a corporation is not a team, business itself is not a game
· Team loyalty is misguide and misleading

An Objection
· Duska’s commercialization argument is irrelevant to the cases of service organization such as government, non-profit organizations, educational institution, etc.

Conclusion - Duska
· The issue of the permissibility of whistleblowing is not a real issue, since we have no obligation of loyalty to a company
· Whistleblowing is not only permissible but expected when a company is harming society
· The real issue is not disloyalty to a company, it is whether there is an obligation to the public
· Duska is a minimalist in ethics, so he allows for whistleblowing if it harms the public

Ethics of Advertising
Advertising is essentially a paid form of non-personal communication from a specific source that intends to influence and persuade the audience
· Persuading people to purchase a brand/product
· Paid for
· Using mass media

Benefits of Advertising
1) Informs consumers about products/differences and helps them decide what to buy
2) Provides incentives for innovation/differentiation
3) Good for the economy, huge industry
4) Entertainment

What is Wrong with Advertising, why is it an ethical problem
1) Often deceptive, intrusive, manipulative
2) Money and resources devoted to advertising rather than something more important
3) Distorts whole economy, may even impede certain important functions such as free date or free market

Manipulative Advertising
· Any deliberate attempt to elicit a response by altering the structure of actual choices available or by altering perceptive
· Advertising that tries to favorably alter consumers’ perceptions by appeal to factors other than the product’s physical attributes and functional performance
· Associative Advertising is the most common example of manipulative advertising – technique used to favorably influence consumers perceptions of a product by associating it with a nonmarket good (sex, power)

Does Manipulative Advertising Work?
· John Galbraith:
· Wants create more wants
· Central function of production is to create desire or want for more
· Advertising is integral to modern consumerist society
· No conclusive evidence that MA works, but we assume it doe
· 2 controversial assumptions about advertising is that is manipulates people:
· By socializing us to embrace consumerist values (propensity to consume)
· By dictating individual purchase decisions

4 Possible Criticisms of MA
1) Has negative consequences for utility
2) Undermines personal autonomy
3) Violates Kant’s Categorical Imperative
4) Weakens the personal virtue of its practitioners and its victims

1) Negative consequences for utility
Implications of the Dependence Effect
· Because consumer wants are contrived, they are not urgent, and because they are not urgent, their satisfaction does not generate much utility
Frustration of Rational Interbrand Choices
· Ex. I found maximum value in product A, but MA makes me buy product B, so now my utility decreases
The Long-Run Harm
· Alan Goldman argues that MA may generate utility in the short term, but produce a negative utility in the log-term

2) MA Undermines Autonomy
· Apparently, MA causes people to accept emotionalized, superficial, and oversimplified claims which clearly violates the autonomy of individuals 

3) Violation of Kant’s CI
· To universalize manipulation is contradictory to sound reasoning

4) Virtue Ethics
· MA undermines these virtues in particular:
· Intellectual and artistic integrity
· Makes us perpetually unsatisfied, restless, anxious, and bored
· Undermines honesty and benevolence in its practitioners
· Dilutes its targets’ moderation, reasonableness, self-control, self-disciple, and self-reliance

MA’s Last Defense
· Phillipps tries to develop the ethical case against advertising from the perspective for a number of ethical viewpoints, but finds them all inconclusive
· He concludes that, apart from advertising that is blatantly abusive or deceptive, prudential considerations dictate that none of the moral arguments against MA be pressed too vigorously 
· Informative advertising leads to an inequalities and leads to a social instability
· Instability leads to government coercion
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