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Preface

The principle by which we naturally either approve or disap-
prove of our own conduct, seems to be altogether the same
with that by which we exercise the like judgments concerning
the conduct of other people. We either approve or disapprove
of the conduct of another man according as we feel that, when
we bring his case home to ourselves [i.e. when we imagine
ourselves into his situation], we either can or cannot entirely
sympathize with the sentiments and motives which directed
it. And, in the same manner, we either approve or disapprove
of our own conduct, according as we feel that, when we place
ourselves in the situation of another man, and view it, as it
were, with his eyes and from his station, we either can or can-
not entirely enter into and sympathize with the sentiments
and motives which influenced it. We can never survey our own
sentiments and motives, we can never form any judgment
concerning them, unless we remove ourselves, as it was, from
our natural station, and endeavor to view them as at a certain
distance from us. But we can do this in no other way than by
endeavoring to view them with the eyes of other people, or as
other people are likely to view them.

—Adam Smith'

This volume is the thirteenth edition of Taking Sides: Clashing Views
in Business Ethics and Society, and is edited by Lisa H. Newton, Elaine E.
Englehardt, and Michael S. Pritchard. In this book we ask you, the reader,
to examine the accepted practices of business in the light of justice, rights,
dignity, and human needs. As Adam Smith notes in the preceding para-
graph, we ask you to consider what moral imperatives and values should

be at work for you and for others. Specifically we ask this in the light of

business practices.

This method of presenting opposing views on an issue grows out of

XV



XVi PREFACE

the ancient learning method of dialogue. Two assumptions lead us to seek
the truth in a dialogue between opposed positions. The first assumption
is that the truth is really available to us and that it is important for us to
find it. The second is that no one of us has the entire truth, or truth with
a capital T. The way to reach the truth is to form our initial opinions on a
subject and give voice to them in oral and written forms. These opinions
must pass the test of public discussion in that it presents information in
a sensible manner. Then we let others with differing opinions reply, and
while they are doing so, we listen carefully. The truth that comes into
being in the public space of dialogue—literally, the space between the
two disputants—becomes part of our opinions on other related matters.
We now have more informed opinions, and they are reliably based on the
reasoning that emerged in the course of airing the compiled arguments.

Each issue in this volume has an Introduction that sets the stage for
the debate as it is argued in the YES and NO selections. The introductions
do not preempt what is the reader’s specific task: to achieve a critical and
informed view of the issue at stake. In reading an issue and forming an
opinion, readers should not feel confined to adopt one or the other of the
positions presented. There are positions in between the given views, or
totally outside them, and the Suggestions for Further Reading that appear
with each issue should help you to continue your study of the subject.
Learning out comes are given as part of the introduction to each issue.
These should be part of the reader’s ongoing evaluation of the complexi-
ties of the issues. Additionally, information about the authors of the arti-
cles is found at the end of the book.

Note

1. Adam Smith, in D. D. Raphael and A. L. Macfie, eds., The Theory
of Moral Sentiments (vol. 2, p. 226, Oxford, 1976).



Topic Guide

This topic guide suggests how the selections in this book relate to the
subjects covered in your course.

All the issues that relate to each topic are listed below the bold-faced
term.

Capitalism and the Corporation 6. Is Employer Monitoring of Employee
Social Media Justified?

1. CanXCapitalism Lend. 1o Fuman 7. Is CEO Compensation Justified by

Happiness?

. p ?
2. Is Risk the Best Theory for Capitalism? L
3. Can Ethics Codes Build “True” Corporate
Ethics? Consumer Issues
8. Should Advertising Directed at Children
Should the Government Be Be Restricted?

. % g ¢ 9. Should We Require Labeling for
Responsible to Bailout Financial Genetically Modified Food?

Institutions to Avert an Economic 10. Should Patenting Genes Be Understood
Disaster? as Unethical?

4. Was the Financial Industry Responsible
for the Economic Meltdown of 2008?

Human Resources: The
Corporation and The Employees

5. Does Blowing the Whistle Violate
Company Loyalty?

xvii



Introduction

Philosophy is a conversation; philosophical ethics is a conversation
about conduct, the doing of good, and the avoiding of evil. Business
ethics is a conversation about right and wrong conduct in the business
world. This book is aimed at an audience of students who expect to pur-
sue careers in business, who know that there are knotty ethical problems
out there, and who want a chance to confront them ahead of time. The
method of confronting them is an invitation to join in a debate, a con-
test of contrary facts and conflicting values in many of the major issues
of the millennium. This introductory essay, in effect a short text on the
major components of business theory, should make it easier to join in the
argument. Managing ethical policy problems in a company takes a wide
background—in ethics, economics, law, and the social sciences—that the
book cannot hope to provide. But since some background assumptions
in these fields are relevant to several of the problems we take on, we will
sketch out very briefly the major understandings that control them. There
is ultimately no substitute for thorough study of the rules of the game and
years of experience and practice, but an overview of the playing field may
at least make it easier for a novice to understand the object and limita-
tions of the standard plays.

Business ethics was generally known as the world’s most famous
oxymoron (a term that contradicts itself into impossibility) until the last
30 years. Then came the alarming newspaper headlines. Foreign bribes,
scandals on Wall Street, exploding cars, conflicts over whistleblowers, and
civil rights in the workplace suddenly came into the headlines and would
not go away. Now we know that value questions are never absent from
business decisions and that moral responsibility is the first requirement of
a manager in any business. Out of all this has emerged a general consen-
sus that a thorough grounding in ethical reasoning is essential prepara-

Xviil



INTRODUCTION XixX

tion for a career in business.

This book will not supply the substance of a course in ethics. For
that you are directed to any of several excellent texts in business ethics
(see “Suggested Readings and Internet References”), or to any general text
in ethics. Taking Sides teaches ethics from the issue upward, rather than
from the principle downward. You will, however, come upon much of the

terminology of ethical reasoning in the course of considering these cases.

Economics: The Capitalist Background

Capitalism, as we know, is the product of the thought of Adam Smith
(1723-1790), a Scottish philosopher and economist, and a small number
of his European contemporaries. The fundamental “capitalist act” is the
voluntary exchange: Two adults, of sound mind and clear purposes, meet in
the marketplace, to which each repairs in order to satisfy some felt need.
They discover that each has that which will satisfy the other’s need—the
housewife needs flour, the miller needs cash—and they exchange, at a
price such that the exchange furthers the interest of each. The marginal
utility to the participant in the free market of the thing acquired must
exceed that of the thing traded, or else why would he make the deal? So
each party to the voluntary exchange walks away from it richer.

Adding to the value of the exchange is the competition of dealers and
buyers; because there are many purveyors of each good, the customer is
not forced to pay exorbitant prices for things needed (it is a sad fact of
economics that to the starving man, the marginal value of a loaf of bread
is very high, and a single merchant could become unjustly rich). Con-
versely, competition among the customers (typified by an auction) makes
sure that the available goods end in the hands of those to whom they are
worth the most. So at the end of the market day, not only does everyone
go home richer (in real terms) than when he came—the voluntariness of
the exchange ensures that—but also, as rich as he could possibly be, since
he had available all possible options of goods or services to buy and all
possible purchasers of his goods or services for sale.



XX INTRODUCTION

Sellers and buyers win the competition through efficiency, through
producing the best quality goods at the lowest possible price, or through
allotting their scarce resources toward the most valuable of the choices
presented to them. It is to the advantage of all participants in the market,
then, to strive for efficiency, that is, to keep the cost of goods for sale
as low as possible while keeping the quality as high as possible. Adam
Smith’s most memorable accomplishment was to recognize that the gen-
eral effect of all this self-interested scrambling would be to make the most
possible goods of the best possible quality available at the lowest possible
price. Meanwhile, sellers and buyers alike must keep an eye on the mar-
ket as a whole, adjusting production and purchasing to take advantage
of fluctuations in supply and demand. Short supply will make goods more
valuable, raising the price, and that will bring more suppliers into the
market, whose competition will lower the price, to just above the cost
of manufacture for the most efficient producers. Increased demand for
any reason will have the same effect. Should supply exceed demand, the
price will fall to a point where the goods will be bought. Putting this
all together, Smith realized that in a system of free enterprise, you have
demonstrably the best possible chance of finding for sale what you want,
in good quantity and quality, at a reasonable price. Forget benevolent
monarchs ordering things for our good, he suggested; in this system we
are led by an “invisible hand” to serve the common good even if we think
we are being selfish.

Adam Smith’s theory of economic enterprise and the “wealth of
nations” emerged in the Natural Law tradition of the eighteenth century.
As was the fashion for that period, Smith presented his conclusions as
a series of iron laws: the Law of Supply and Demand that links supply,
demand, and price; the law that links efficiency with success; and ulti-
mately, the laws that link the absolute freedom of the market with the
absolute growth of the wealth of the free-market country.

To these laws were added others, specifying the conditions under
which business enterprise would be conducted in capitalist countries. The
laws of population of Thomas Malthus (1766-1834) concluded that the
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supply of human beings would always reach the limits of its food sup-
ply, ensuring that the bulk of humanity would always live at the sub-
sistence level. Since Smith had already proved that employers would
purchase labor at the lowest possible price, it was a one-step derivation
for David Ricardo (1772-1823) to conclude that workers’ wages would
never exceed the subsistence level, no matter how prosperous industrial
enterprise would become. From these capitalist theorists alone proceeded
the nineteenth-century assumption that society would inevitably divide
into two classes, a tiny minority of fabulous wealth and a vast majority of

subsistence-level workers.

The Marxian Critique

For Western political philosophy, history emerged as a significant factor
in our understanding with the work of the nineteenth-century philoso-
pher G. W. F. Hegel (1770-1831), who traced the history of the West-
ern world as an ordered series of ideal forms, evolving one from another
in logical sequence toward an ideal future. A young German student of
Hegel’s, Karl Marx (1818-1883), concluded from his study of economics
that Hegel had to be wrong: The phases of history were ruled not by ideas,
but by the material conditions of life, and their evolution one from another
came about as the ruling class of each age generated its own revolutionary
overthrow.

Marx’s theory, especially as it applies to the evolution of capitalism,
is enormously complex; for the purposes of this unit, it can be summa-
rized simply. According to Marx, the ruling class in every age is the group
that owns the means of production of the age’s product. Through the seven-
teenth century, the product was almost exclusively agricultural, and the
means of production was almost exclusively agricultural land: Landown-
ers were the aristocrats and rulers. With the emergence of commerce and
industry, the owners of the factories joined the ruling class and eventu-
ally dominated it. It was in the nature of such capital-intensive industry
to concentrate within itself more capital: Its greater efficiency would, as



