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Managers often need to decide among alternative courses of action,
some—possibly all—of which cause harm to certain stakeholders. For ex-
ample, in deciding whether to lay off a group of workers in the face of an
economic downturn, a manager must balance the rights of share-
holders/owners, who legitimately expect managers to protect and provide
a reasonable return on their financial investments, and the workers them-
selves, who have both legal and ethical rights to fair treatment. How man-
agers and firms deal with these dilemmas shapes their interaction with
both internal and external stakeholders.

An effective and fair manager, we believe, will see such ‘“‘right vs.
right” decisions for what they are—multidimensional. That is, because sit-
uations can be viewed from a variety of perspectives, many of which are le-
gitimate, managers are called upon to balance these perspectives in their
decisions and actions. The ethical dimension comes into play for managers
because their decisions and actions have an impact on people, on their
rights and dignity, and on the distribution of benefits and harms to them.

Our approach to crafting this book reflects the multidimensional reali-
ties that managers face in the contemporary workplace. This collection of
readings and cases is designed to provide new managers and managers in
training with practical information on, and insight into, some of the ethi-
cal issues and dilemmas they are most likely to encounter in the early
years of their business careers. Attention has been focused primarily on
those issues that are often described as “internal’ to a firm’s operating
environment, even though these may reflect “external” social or legal
realities.

XV



XVIi PREFACE

The introductory chapter presents several approaches to ethical deci-
sion-making and provides a brief theoretical background which can be
used in assessing the issues and dilemmas raised in subsequent chapters
and cases. Short introductions to the other chapters highlight some of the
ethical considerations for each topic as well as providing a brief overview
of that chapter’s specific readings.

In each chapter readers can consider the insights of experts in ethics,
law and public policy, and management practice as they analyze and pro-
pose solutions for these difficult management problems. The selected
readings reflect our conviction that ethical insights are often found outside
academic ethics, and that ideas from law and management theory can im-
prove, as well as be improved by, ethical reflection. The readings were
carefully chosen—from among hundreds reviewed—to provide students
and managers the highest quality of introductions available, within space
limitations imposed by such a wide-ranging book as this one.

For each topic we have either written or chosen a case that is designed
to give students a challenging decision-making opportunity. In addition,
all of the cases involve situations that junior managers or managers in
training should easily recognize. All require the analyst to develop solu-
tions to very knotty problems.

There are many fine textbooks and anthologies in the fields of business
ethics, human resource management, and organizational behavior. Over-
all, we believe that this book integrates the insights of those different
fields, and that it reflects our view that the ethical dimension of a man-
ager’s decisions—even when that ethical dimension is not explicitly rec-
ognized by the manager—intersects with each of the other critical dimen-
sions. Since real decisions are multidimensional, ethics are often involved
even when they are not openly discussed. By recognizing and emphasiz-
ing the linkage of ethics to other, more familiar, dimensions, we hope that
we have provided managers and future managers with a sound footing for
bringing ethics and ethical reasoning—explicitly and openly—into the
workplace. We believe that by doing so both the organization and its em-
ployees will be the better for it.

We would like to thank the following people for their invaluable assis-
tance during the preparation of this book: Robert Ullrich, Dean of the
Clark University Graduate School of Management, for his encouragement
and financial support; Professor Gary Chaison and Dr. Jean Esposito, for
sharing their expertise in human resource management; Jan Perry and
Betty Naroian, for providing skillful secretarial support; Joy Durand and
Eileen McCarthy, for serving as research assistants and doing much of the
preliminary research (Joy also assisted in the preparation of several of the
case studies); Diane Adams, for doing the proofreading and copyediting
of the first chapter and chapter introductions; the library staffs at Clark
University and Assumption College, particularly Ed McDermott and
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Priscilla Berthiaume, for handling our massive interlibrary loan requests
and helping us to use other database search services; Dan Alpert, Lynn
Richardson, and Adam Knepper of McGraw-Hill, for their encourage-
ment, support, and patient guidance; the external reviewers who gave us
countless insightful criticisms and suggestions: Diane Dodd-McCue,
Meclntire School, University of Virginia; David P. Schmidt, Fairfield Uni-
versity; John Steiner, California State University, Los Angeles; Dennis
Wittmer, University of Denver; Kevin C. Wooten, University of Houston,
Clear Lake; and, of course, the authors and publishers of the articles and
cases who graciously allowed us to use their material.

Finally, we would like to thank our families and friends—especially
Anne Donnellon, Jane Ottensmeyer, Diane Adams, Eileen McCarthy, and
Michael McCarthy—for their ideas, support, encouragement, and occa-
sional superhuman tolerance. They made the stresses seem endurable and
the long hours of work worthwhile.

Edward J. Ottensmeyer
Gerald D. McCarthy
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VALUES AND ETHICAL
DECISION-MAKING

The questions, “Should we embrace ethical val-
ues or not?” and “How can we best distinguish
right from wrong?,” from the Bible to Socrates
to the twentieth-century existentialists, have
been both hauntingly unavoidable and appar-
ently intractable. These questions are raised not
only in our everyday personal lives, but in our
professional work lives as well. Consider the
following situation.

In November, 1992, Mark Jorgensen, the new
manager of a real estate investment fund at Pru-
dential Insurance Company of America, discov-
ered that his boss, a friend who had previously
managed the fund and who had hired him into his
new job, had arranged for appraisers to inflate the
values of certain real estate investments held by
the fund. The impact of such an overvaluation was
that (1) investors believed, albeit wrongly, that
their past investments in the fund were increasing
in value, and (2) Prudential’s fees for managing
the fund increased. When confronted with this in-
formation, Jorgensen’s friend and boss said that he
had taken this action to make the fund’s weak per-
formance look better to investors, who might oth-

erwise have moved their money to other invest-
ments. Jorgensen faced a difficult dilemma. If he
chose to “blow the whistle” on this practice by
telling senior managers, his friend’s career at the
firm might be damaged, his own career opportuni-
ties might be hurt, and, should the information be-
come public, Prudential’s reputation would surely
be injured. If he chose not to act, he would be vio-
lating his obligation to the fund’s many investors.'

What do you think Jorgensen should do?

Individual and Organizational Values

Our values are our most deeply held beliefs, atti-
tudes, and felt reactions about what we think
matters most in our lives. They are so important
that they shape our lives and our characters.
What we value can be (and often is) as concrete
as our families or as abstract as an ideal of social
justice.

Contemporary management thinkers and or-
ganizational theorists have pointed out that val-
ues play a similarly important role in organiza-
tional life, culture, and motivation. One of the
best known observers of contemporary business
practices is Tom Peters, who, with his associates
Robert Waterman, Jr., and Nancy Austin, has

1



2 CHAPTER 1

written the best-selling Excellence volumes. All
the “excellent” companies that they studied
were “driven by coherent value systems,” which
were shaped, promoted, and protected by the or-
ganizations’ leaders (Peters and Waterman,
1982, pp. 287). Each of the companies they ana-
lyze developed its own clearly defined organiza-
tional culture, characterized by a set of shared
values that shapes its goals and drives its day-to-
day operations. Jack Welch sees his transforma-
tion of General Electric in just this way.

JACK WELCH’S VALUES

Fortune reports that Jack Welch “has led General
Electric through one of the most far-reaching pro-
grams of innovation in American business his-

tory.” Ideas and values are at the heart of his revo-.

lution. *“My job is to find great ideas, exaggerate
them, and spread them like hell around the busi-
ness with the speed of light.” Welch expresses his
vision for GE with energetic metaphors like
“Stretch.” “Boundarylessness,” “The $60 billion
family grocery business.” The heart of his revolu-
tion is “boundarylessness”—demolishing hierar-
chical boundaries separating top management
from the front lines and GE from its customers
and suppliers. Ideas are GE’s capital, and Welch
knows that they can come from anywhere. His job
is to “get everybody in the game™ so that they can
contribute theirs.

“Stretch.” one of Welch’s favorite terms, means
“trying for huge gains while having no idea how
to get there—but our people figure out ways to get
there.” As he sees things, it’s the big dreams, not
bureaucracies, that stretch an organization’s imag-
ination and muscle and drive its growth. Loyalty
and trust provide the environment in which people
can “stretch.” “Loyalty means giving people an
opportunity. Our job is to provide an atmosphere
where they can reach their dreams, where they
feel their growth is unlimited. . . . I think that trust
in a company is a good word. You can trust that its
values and yours are congruent. You can trust it to
give you fair treatment.”

But the picture is more complex in two ways

than this brief outline indicates. First, values and
ethics are not the same. Both persons and busi-
nesses can be shaped by and driven by unethi-
cal as well as ethical values. As we shall see,
ethical values have dimensions of fairness, con-
cern for the common good, and respect for per-
sons that distinguish them from values in gen-
eral. Second, to live is to make choices, and to
make choices necessarily involves trade-offs,
excluding some possibilities and leaving some
values unrealized. In spite of what the advertis-
ers tell us, in our mature moments we know that
we really can’t have it all. Mark Jorgensen, fac-
ing his dilemma at Prudential, found it impossi-
ble to be loyal to his friend and sponsor and to
the many investors in the fund he managed.

As to the first point, consider the following
analogy designed to illuminate the values that its
author believes to be reflective of business life.

Poker’s own brand of ethics is different from the
ethical ideals of civilized human relationships.
The game calls for distrust of the other fellow. It
ignores the claim of friendship. Cunning, decep-
tion and concealment of one’s strength and inten-
tions, not kindness and open-heartedness, are vital
in poker. No one thinks any the worse of poker on
that account. And no one should think any the
worse of the game of business because its stan-
dards of right and wrong differ from the prevailing
traditions of morality in our society. (Carr, 1968,
p. 145)

Carr describes a fairly common set of values,
but they are not ethical ones. How common they
actually are (or ought to be) in business life is a
matter of debate.

Respect and Honesty

The Golden Rule (Do unto others as you would
have them do unto you”) assumes that normal
human beings would like to be treated in certain
ways, mainly with a respect that.is worthy of
their dignity as persons. Note that most of us be-
come indignant when we are treated disrespect-
fully, when our dignity is offended. We suspect
that someone who has either failed to develop a



TABLE 1-1

CHARACTERISTICS OF ADMIRED LEADERS

1993 U.S. 1987 U.S.
respondents respondents
(percentage of (percentage of
people people
Characteristic selecting) selecting)
Honest 87 83
Forward-looking 71 62
Inspiring 68 58
Competent 58 67
Fair-minded 49 40
Supportive 46 32
Broad-minded 41 37
Intelligent 38 43
Straightforward 34 34
Courageous 33 27
Dependable 32 32
Cooperative 30 25
Imaginative 28 34
Caring 27 26
Mature 14 23
Determined 13 20
Ambitious 10 21
Loyal 10 11
Self-controlled 5 13
Independent 5 10

Source: James Kouzes and Barry Posner, Credibility: How Lead-
ers Gain and Lose It, Why People Demand It, San Francisco:
Jossey Bass, 1993, p. 14. Used with permission.

capacity to become indignant or has lost it suf-
fers from a lack of self-worth or of self-esteem.

Much of the research on organizational be-
havior confirms this intuitive judgment. Perhaps
the most explicit work has been done by James
M. Kouzes and Barry Z. Posner (1993) in their
study, Credibility: How Leaders Gain and Lose
It, Why People Demand It.

Over the past decade, Kouzes and Posner
have investigated the values that people want the
leaders of their business organizations to hold.
From their extensive research they concluded
that honesty was absolutely essential to success-
ful leadership. If people do not believe that a
leader is ethical, truthful, and, in general, worthy
of their trust, they will not follow him or her (p.
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14). (For the results of their most complete sur-
vey see Table 1-1.)

Our desire to be led by men and women of
honesty and integrity springs, we believe, from
the same source as our desire to be treated with
respect for our dignity. In another survey,
Kouzes and Posner point out that the most ad-
mired leaders, the ones who keep to the highest
ethical standards, are also the leaders who make
their followers feel valued, who raise their sense
of self-worth and self-esteem (pp. 30-33.). As
we might expect, employees who feel valued
and respected are more likely to be loyal. to
work harder, and to display more initiative and
commitment (pp. 31-33).

Empowerment and Employee Initiative

Over the past few decades, the success of business
organizations has come to depend increasingly on
the intelligence, responsibility, and involvement of
their employees. Reflecting these developments,
the concept of employee empowerment and the
opportunities that empowerment otfers both to or-
ganizations and their employees have received a
lot of attention. Harold L. Sirkin (1993) offers
some examples of empowerment that illustrate its
connection to an organization’s values.

What does empowerment mean? It means giving
the most-junior employees the authority to make
decisions about customer complaints, so that they
can be handled on the spot rather than by working
through bureaucratic channels. It means allowing
subordinates to solve internal problems without
asking permission, so that they are corrected before
they have time to get worse. It means giving man-
agers the luxury to think through longer-term issues
and assist those empowered to learn and improve,
rather than direct each worker’s activities. (p. 58)

Obviously this can only work within an orga-
nizational culture governed by respect and trust
rather than by fear. We cannot overemphasize
the importance of the role that an organization’s
leaders and managers play in creating an envi-
ronment that supports integrity and initiative.
The crucial environmental element is “‘compas-
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sionate leadership,” leadership characterized by
“openness, receptivity to new ideas, honesty,
caring, dignity, and respect for people.” (Dobbs,
p. 57) Without such leadership, employees will
be unwilling (and unable) to experiment with
new ways of doing things and to take the appro-
priate risks that are essential to harvesting em-
powerment’s benefits.

Despite this, Kouzes and Posner also report
that many workers are mistrustful of their man-
agers and employers. More than half of the re-
spondents to some surveys indicate that employ-
ees do not believe that management is “honest,
upright, and ethical,” and less than half in other
surveys believe that their companies treat them
“with dignity and respect.” (pp. 34-36) How do
we account for this?

Competition and Self-Interest

Most of the organizations people work for are
economic entities, operating in competitive en-
vironments, whose goal is to make a profit.
There is an inescapable emphasis on the bottom
line and a corresponding emphasis on finding
and utilizing the most efficient means of pursu-
ing the organization’s economic goals. There is
nothing unethical about this. However, left
unchecked, the quest for profit and the search
for efficiency can easily become a quest for
profit at any cost and expediency. The advan-
tages of expediency are obvious—the results are
tangible, measurable, and often quick and hand-
some.

Just as organizations maneuver within their
external environments, employees maneuver
within the internal environments of those orga-
nizations, and they are constantly reminded that
not only is the competition fierce between orga-
nizations but within them as well (for status,
salary, opportunities for advancement, and
perks). In such a competitive world this cynical
old poem often seems too true.

It rains on the just and the unjust fella
But more on the just
Because the unjust’s got the just’s umbrella.

Rather than get rained on, we would just as
soon grab the umbrella. Perhaps we would
rather do good and fare well, but, faced with a
choice, it may very well appear more reasonable
to fare well. Ethical behavior often involves sac-
rifice; the costs of that sacrifice can sometimes
seem prohibitive.

Ethical Values and the Ethical
Point of View

Managers must ask themselves, “What sorts of
values will guide our decisions?” Theorist
Archie Carroll’s (1987) analytical chart points
out three different kinds of values which man-
agers can use to approach business decisions
(immoral, amoral, and moral) and five different
areas to which they can be applied (ethical
norms, motives, goals, law, and strategy). (See
Figure 1-1.)

Business decisions can be approached from a
variety of points of view—ethical, economic,
legal, political, strategic, and so on; each has its
characteristic concerns and values. What values
and concerns characterize the ethical point of
view? Two have had special prominence in the
history of ethical thought: rationality and impar-
tiality. Ideally, an ethical agent employs rational
reflection to discover ethical truth and then ra-
tionally and impartially applies it. However, this
traditional view has been challenged on a num-
ber of grounds.

Egoists reject the ideal of impartiality. In
their view, some ethical philosophies emphasize
impartiality and a commitment to the common
good to a degree that the agent’s own interests
are overlooked. Ethical egoism dictates that
people are not only entitled to take their own in-
terests into account in making ethical decisions,
they have a duty to choose the course of action
that will maximize their long-term interests.
This places the egoist in an unusual and, we be-
lieve, untenable position. Ordinarily when a per-
son makes an ethical choice, he or she not only
believes that others in the same circumstances
should do the same thing, but also hopes that



