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T e
Preface

he headlines in your local newspapers, USA Today, The Wall Street Journal,
or Business Week tell you that business ethics is becoming one of the most im-
portant concerns in business. A scandalous government investigation or a
lawsuit by investors, employees, or customers is reported daily. Many of
these events stem from ethical misconduct, resulting from the failure of a
company to incorporate ethical compliance into its organizational policies.
Many of these ethical concerns evolve into legal problems for the company
and destroy its organizational trust with the public and other stakeholders.
The business of helping organizations improve their ethics is growing
rapidly. The catalyst has been the implementation of the Federal Sentencing
Guidelines for Organizations by the United States Sentencing Commission.
The guidelines, approved by Congress in November 1991, broke new ground
by providing incentives for organizations that develop ethical compliance
programs to prevent misconduct. The goal of the guidelines is to encourage
organizations to take action to prevent business misconduct and to be “good
citizen corporations.” The business of helping implement business ethics
programs is a billion dollar industry, with firms such as KPMG Peat Mar-
wick, Arthur Andersen and Co., and many small consulting firms develop-
ing organizational ethics programs for companies. Large corporations are
hiring ethics officers who report directly to the president and who provide
oversight for ethics policies and training.

GOALS OF THIS TEXT

Personal ethics is important but may not be sufficient to handle ethical deci-
sion making in a business organization. Personal values that an individual
learns through socialization may not provide specific guidelines for complex
business decisions. Just deciding what constitutes an ethical issue is often
difficult. What is deceptive advertising? What actions could be defined as
price fixing by competitors or by the Department of Justice? When should an
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accountant report inaccuracies discovered in an audit? The purpose of this
book is to help you improve your ability to make ethical decisions in busi-
ness by providing you with a framework that you can use to identify, ana-
lyze, and control ethical issues in business decision making. Your own values
and ethics are important in this process.

For our purposes, and in simple terms, we define business ethics as com-
prising moral principles that guide behavior in the world of business. We rec-
ognize that many people use the terms “business ethics” and “social
responsibility” interchangeably, although each can be viewed from a differ-
ent perspective. We view social responsibility as an attempt to maximize pos-
itive effects and minimize negative effects on society. By studying business
ethics and social responsibility you begin to understand how to cope with
conflicts between your own personal values and those of the organization in
which you work.

Many ethical decisions in business are close calls. It often takes years of
experience in a particular industry to know what is acceptable. We do not, in
this book, provide ethical answers but instead attempt to prepare you to
make informed ethical decisions. First, we do not moralize by telling you
what to do in a specific situation. Second, although we provide an overview
of moral philosophies and decision-making processes, we do not prescribe
any one philosophy or process as best or most ethical. Third, by itself, this
book will not make you more ethical nor will it tell you how to judge the eth-
ical behavior of others. Rather, its goal is to help you understand and use your
current values and convictions in making business decisions and to encour-
age you to think about the effects of your decision on business and society.

Many people believe that business ethics cannot be taught. Although we
do not claim to teach ethics, we suggest that by studying business ethics a
person can improve ethical decision making by identifying ethical issues and
recognizing the approaches available to resolve them.

It is important to recognize the relationship between personal morals
and ethical business decisions. Whereas abstract virtues linked to the high
moral ground of truthfulness, honesty, fairness, and openness are often as-
sumed to be self-evident and easy to apply, business decisions involve com-
plex managerial and social considerations. Some business ethics perspectives
assume that ethics training is for people who have unacceptable personal
moral development, but that is not necessarily the case. Since organizations
are culturally diverse and personal values must be respected, a collective
agreement on organizational ethics (that is, codes reasonably capable of pre-
venting misconduct) is as vital as other managerial decisions.

ORGANIZATION OF THE TEXT

In writing Business Ethics, third edition, we have strived to be as informative,
complete, accessible, and up-to-date as possible. Instead of focusing on one

Xiv



area of ethics such as moral philosophy or codes of ethics, we provide bal-
anced coverage of all areas relevant to the current development and practice
of ethical decision making. In short, we have tried to keep pace with new de-
velopments and current thinking in teaching and practices.

Part One, “Understanding Ethical Decision Making,” consists of 10 chap-
ters. The purpose of these chapters is to provide you with a framework to
identify, analyze, and understand how business people make ethical deci-
sions and deal with ethical issues. Several enhancements have been made to
chapter content for this edition. Some of the most important are listed here.
Chapter 1 has been revised to introduce important changes in the institu-
tionalization of business ethics in society. The “Development of Business
Ethics” section includes important changes that provide incentives for ethi-
cal compliance programs. Chapter 3, “ Applying Moral Philosophies to Busi-
ness Ethics,” has expanded coverage of the relativist perspective and of
virtue ethics. “The Legal Dimension” section of Chapter 4, “Social Responsi-
bility,” now contains a detailed overview of the Federal Sentencing Guide-
lines for Organizations. Chapter 5, “An Ethical Decision-Making Framework,”
has been completely revised to reflect the most recent findings regarding eth-
ical decision making in organizations. A new section on ethical issue inten-
sity is included in the revised decision-making model. Expanded material on
interpersonal relationships in the organization is included in Chapter 7, “The
Influence of Significant Others in the Organization.” Chapter 9, “Develop-
ment of an Effective Ethics Program,” has been completely revised and con-
tains a framework for developing an effective ethical compliance program
that is compatible with the recommendations of the Federal Sentencing
Guidelines for Organizations. Chapter 10, “International Business Ethics,”
has been completely rewritten to reflect the increasing dynamics of the area.
New topics include cultural relativism, the possibility of universal interna-
tional ethics, and new business issues in international business ethics.

Part Two consists of 15 cases that bring reality into the learning process.
All of the cases have been written or revised specifically for this text. The
companies or situations are real, names or facts have not been disguised, and
all cases include developments up to June 1996. By reading and analyzing
these cases, you can gain insight into ethical issues and decision making.

Three appendixes provide further real-world examples and practice in
identifying and weighing ethical issues. These appendixes include associa-
tion, industry, and company codes of ethics. They also include an ethics
game, developed by Lockheed Martin Corporation, that more than 100 com-
panies use to train their employees.

EFFECTIVE TOOLS FORTEACHING AND LEARNING

Many tools are available in this text to help both students and instructors in
the quest to improve students’ ability to make ethical business decisions.
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Each chapter opens with an outline. Immediately following the outline is an
“Ethical Dilemma” section that gets students thinking about ethical issues re-
lated to the chapter. The short vignette describes a hypothetical incident in-
volving an ethical conflict. Questions at the end of the “Ethical Dilemma”
section focus discussion on how the dilemma could be resolved. At the end
of each chapter there is a chapter summary and an important terms list, both
of which are handy tools for review. Also included at the end of each chapter
is a “Real-Life Situation” section. The vignette describes a realistic drama that
helps students experience the process of ethical decision making. The “Real-
Life Situation” minicases presented in this text are hypothetical; any resem-
blance to real people, companies, or situations is coincidental. Keep in mind
that there are no right or wrong solutions to the minicases. The dilemmas
and real-life situations provide an opportunity for the student to use concepts
in the chapter to resolve ethical issues. Following each real-world case in Part
Two are questions to guide students in recognizing and resolving ethical is-
sues. For some cases, students could conduct additional research to deter-
mine recent developments, since many ethical issues in companies take years
to resolve. Students can study the codes of ethics in appendixes A and B to
determine ethical issues that companies attempt to control. Finally, appendix
C, “Gray Matters,” which is new to this edition, describes nine business situ-
ations. Working independently or in groups, students can practice making
ethical decisions—an exercise that is sure to lead to lively discussions.

The Instructor’s Resource Manual with Test Bank contains a wealth of infor-
mation. Teaching notes for every chapter include a brief chapter summary,
detailed lecture outline, and notes for using the “Ethical Dilemma” and “Real-
Life Situation.” Detailed case notes point out the key issues involved and
offer suggested answers to the questions. A separate section provides guide-
lines for using case analysis in teaching business ethics, and it provides three
additional cases that can be discussed in class or used for outside assignment
or examination purposes. Detailed notes are provided to guide the instructor
in analyzing or grading the cases. Teaching notes with suggested scoring
guidelines for the “Gray Matters” exercises in appendix C are also provided.
A test bank provides multiple-choice and essay questions for every chapter
in the text. Finally, a video guide provides detailed information and teaching
suggestions to assist instructors in smoothly integrating the use of the videos
in their course. The videocassette contains four video segments on business
ethics: “A Living Legacy” by the Hershey Foods Corporation (21:12 min.);
“The History of Dayton’s” by the Dayton Hudson Corporation (35:43 min.);
“Tobacco Advertising” by the American Heart Association (9:17 min.); and
“Ethics: Good People Finish First” by the Martin Marietta Corporation (15:22
min).
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