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This Chap[cj;apters ar LOnof.sssions because many professionals are eMploye, SN, f“%uﬁc‘?
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hat follow o o suggest that there is no overlap Whatsoeyer. Withip ¢ n of © hold
s, This 1S nOtl tvant to more than a single profession, WhisJ’ SOme Qf?}:‘ _gh’rcprov
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: fe, is asually d'.scf]ls-sft ofwhistlcblowing and loyalty generally coylg ,e)‘ .b-l" q“c; sl":hs of &
‘.xan;gb(;ut the permissiPHItY “CMRinly 4 o' prin
s,ogth_cr ﬁclds'.ccding to those specific ‘profe§smr;s, th\Ve'ver', ther'c‘is N iMporgyy, S:[:furtl_‘f
Before Proceceie mis own discussion, namely, the way in which businegg o - ©n - a diS
sideration t!qat warra ofessions. There is a tendency to think that Professionajs Idery. Wi roa‘h
rions enter 1NtO thc’f-’.fl ideals; some views on this beliet have been expressed j °“8h't to '-‘Ppt-cssior
be held to hlgh c’t:u;&a 9 dc,ncy to think that business, being concerned pril:ap_;twqug PTZ & o
artichS: Thcr‘? xsl;l‘; rofession, and that businesspersons therefore need not henhy b v )amcs |

SR nOthl'ts-)ﬁl star;ndards. But this way of looking at things is overly sim d-d o rincipal
sl clt M:) are concerned with financial matters and sometimes with profit Pls %,cy argt
. rgfcssgzati::;réas——busincss and the professions—overlap in such a way thy thg\:;"’ pusiness 4
4 :’;t g‘; separated cleanly. First, some profbssion§, ‘such as .engiinc‘cring.and journalism a:c 10 USE thg
businesses; they are commonly thoughF to satisty the criteria for being professions (g, ofoP'lmt]‘
Bayles, Chapter 2), but they are also dr}ch by the potc.ntml for economic gain. Secopg them i8
and relatedly, some professional organizations are business organizations. Enginccring fomers ab
firms and media firms are firms—tor-profit f:ntmcs—'and as Sl}Ch are organized for the morally af
purpose of making money. Today, even certain @dugﬂongl institutions and medical fagjl who dﬂlf“
ities are business firms in this sense. The potential for ethical conflicts should be clear: iy their basic
business corporations, it is thought that the primary ethical obligation is owed to the universitie
shareholders, who are the owners; in the professions, it is thought that the primary eth- employed
ical obligation is to the clients or community to promote their well-being, and that finan- Even w

- cial considerations should take a backseat. So it seems that something has to give.
- One way to handle this is to argue for a revised view of business, one that seems more
 in line with how we think the professions ought to be guided. Such an approach, if suc
cessful, would allow for consistency between business and the professions, and could thus
erhaps be used to address ethical issues when the two overlap. This is the strategy taken
‘Edward Freeman in the first article in this chapter. Freeman argues that manages
» ms should use a more balanced approach. Shareholders are important but no
than employees, customers, suppliers, and other groups that contribute toth: |
ilure) of the organization. Each of these groups is labeled 2 “schhokk:o
s each has a stake in the success (or failure) of the corporation, 3
erest in thc company. Stockholders have their invcstrpcnts at im&
-and livelihoods at stake, suppliers have the continued busi
y at stake, and so on. Freeman uses Rawlsian contr;«;ti
nal position, in ignorance of the actual stake onc. &
cr, member of the general community, or.othcr' sta e
organizations should afford equal consxdemn?ﬂd vl
six principles that would be agreed to bfh:‘,‘mﬁ ?
zes stockholders as special. Thus, n0 M=%,
significant ethical duties of Ocifl:a‘:‘”
ess corporations, it should be ¢

3



Lents could perhaps be applied to 4 Variety of Employe, Righes
¥ 8 O ¢ . .
o interests: Professiona| Organizationg s
Fugene Schlossberger also makes e of a revised v | B
S 4t s et ° . : 4 St view of by
.~ his discussion of the moral duties of : USINess. a dyyal
in h of tOrporations, § e d“dhnvcsmr the.-

oy ", - ' a : Schlosshe
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4o prOVidC spCCl.h‘c caplr;fl (.usually rhe shareholders ) and th ypes of "‘,""S“"S"-rhosc

quch as roads, police, cdugnon provided to the workforce, 4 de social agsers

worts of so_cral services. Sthossbf:rger uses the dual-investor theory to

bite” pn'nmplc as a minimum cthfcal requirement of organizations and f‘if et i
the further requirement of con.mb.urmg to the good-in-general. I-,Ic concl:?dthcrc dcn'vcs
with a discussion of how organizations can be morally evaluated. Because 'Sc}::fothg arncl’c
spproach pertains to organizations generally, it would be applicable to ho;h bussis erger’s
rofessional organizations, and would thus provide a common basis for the cth-n.clss i
uation of issues that overlap business and the professions. ek

James M. Ebejer and Michae! J. Morden claim that in the context of sales which i
principal businqss component of any profession, a certain degree of honesty is rc:quir:da

They argue against a “buyef' beware” approach to sales on the basis that salespersons in
business are often experts v\.nth respect to the products or services they sell and ought not
to use their expertise to their advantage against customers. Doing so, they claim, is a form
of exploitation, and misleading customers or withholding important information from
them is therefore unethical. While acting paternalistically—making decisions for cus-
tomers about what is in their best interest—would be going too far, a middle ground is
morally appropriate. This middle ground is labeled “limited paternalism” by the authors,
who claim it is a rule that should be followed in most sales contexts. Presumably, then,
their basic idea could be extended to sales and advertising strategies utilized by hospitals,
universities, engineering firms, and other organizations, as well as by specific salespersons
employed by those organizations.

Even where a corporation operates in a field that does not seem to be a profession, the
management of the corporation—the CEO (and perhaps senior vice-presidents)—may
themselves be professionals. Using the criteria established by Bayles, for instance, a CEO
has often undergone extensive training, holds a job that requires a significant intellectual
component, and runs an organization that provides an important service to society. Thus,
when torporate management encounters certain conflicts of interest, these conflicts may
well be properly classified as an issue for professional ethics. In this vein, ethical aspects
of mergers and acquisitions in business, and the associated conflicts faced by managers,
are dfs:usscd by Robert W. McGee, who points out that most stakeholder groups tcn.d
t benefit from mergers and acquisitions. This is true for employees, customers, and soci-
neral, but it is especially true for stockholders, whose interests top management

d (according to the traditional view) be principally concerned with: share P"CZS:;]‘;'
v : ave a 3
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g EDWARD FREEMAN

The Stakeholder Concept

Corporations have stakeholders, that is, individuals
who benefit from or are harmed by, and whose
rights are violated or respected by, corporate
actions. The concept of stakeholders is a general-
ization of the notion of stockholders, whom them-
selves have some special claim on the firm. Just as
stockholders have a right to demand certain
actions by management, so do other stakeholders
have a n'ght to make claims. The exact nature of
these clims is a difficult question that I shall
address, but the logic is identical to that of the
stockholder theory. Stakes require action of a cer-

uin S . - . i
mols:t::;n :md conflicting stakes require methods of
m{:‘;:;m and l?::‘:cdx distinguish two senses of
/ er. The “narrow definition” includes

Corporate
! 5 te Governance; A
ation Ofébtl«w (Los Angeles: UCLA

' 0f g essor of Business Administration and Director of the

those groups who are vital to the survival and gy.
cess of the corporation. The “wide-definition”
includes any group or individual who can affect of
is affected by the corporation. I shall begin with 3
modest aim: to articulate a stakeholder theory
using the narrow definition. '

The stakes of each group—management, own
ers, employees, suppliers, customers, the loul
community, and perhaps others—are reciproci,
since each can affect the other in terms of harms
and benefits as well as rights and duties. The stakes
of each are not univocal and would vary by partc
ular corporation. I merely set forth some generl
notions that seem to be common to many large
firms.

Stakeholders in the Modern
Corporation |
ation 1!

Owners have financial stake in the "orpo.r d they
the form of stocks, bonds, gt 0 %0 J:t e
expect some kind of financial returh trott i
Either they have given moncy «.inrcctly o
or they have some historical claim mad¢

10 pmv
cult nMmMes.
{nstructions
spc;lk favor
rcsponsib\c
which the ¢
as means u
sions affec
policies ar
ductive ¢«
pelling. It
opportun
managen
“Mock p
company
solely t¢
and unp
Supp
are vital
als will
price. 1
and is 1
the suj
valued
than s
will r¢
dinior
to thy
of il

Edward Freeman, “The Politics of Stakeholder Theor”
Reprinted with kind permission of the author
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 sustified exchanges. The firm
\f morally J 4 or, if a substantial portion
s O i livelihood 95 & 5 i ocks or bonds
focts kl‘ _ment income 18 1n stoc as,
ar® e et oor themselves when they can

Er ity £ L;r(c)' course, the stakes of owners
o “U,rl\'n. o of owner, preferences for
gill ¢ ori? wét'f:rcnccs, Jljdio on, as \\'c!l as h\

, MO he owners of AT&T are quite dif-
pe ol ”n.hc owners of Ford Motor.(‘.mm.uny,
k of the former company being widely
wit sw{L Jmong 3 million stockholders and that
dispcrsé ‘r being held by a small family group as
of the I"[FZ large group of public stockholders.
“'5”“‘5:"\“,665 have their jobs and usually their
Eggo«f at stake; they often havc‘spccializc.d

gills for which there is usually no perfectly elastic

S1ercr. In return for their labor, t.hC)"cxpcct secu-

2{“ Wages, benefits, and mcanmgtul_ work. In

return for their loyalty, the corporation 1s Cxpcc.tf:‘d

(o provide for them and carry them through ditti-

cult times. Employees are expected to tollgw the

instructions of management most of the time, to
speak favorably "ll‘iOl.It the company, and. to l?c
rcsponsihle citizens in the local communities in
which the company operates. Where they are used
25 means to an end, they must participate in deci-
sions affecting such use. The evidence that such
policies and values as described here lead to pro-
ductive company-employee relationships is com-
pelling. It is equally compelling to realize that the
opportunities for “bad faith” on the part of both
management and employees are enormodus.
“Mock participation™ in quality circles, singing the
company song, and wearing the company uniform
solely to please management all lead to distrust
and unproductive work.

Suppliers, interpreted in a stakeholder sense,
are vital to the success of the firm, for raw materi-
a]§ will determine the final product’s quality and
price. In turn the firm is a customer of the supplier
and is therefore vital to the success and survival of
the supplier. When the firm treats the supplier as a
Vilued member of the stakeholder network, rather

]l\c]l

yugh?

m,a“ simply as a source of materials, the supplier
“f'l,l respond when the firm is in need. Chrysler tra-
dm""a”.\’ had very close ties to its suppliers, even
to _the extent that led some to suspect the transfer
0‘.’"“831 payments. And when Chrysler was on the
brink of disaster, the suppliers responded with
Price cuts, accepting late payments, financing, and

Freeman: A Stakeholder Theory of the Modern
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S0 on S“)‘l?llc" ind company can rise and fall
together. Of course, again, the particular mpﬁhc}
relationships will depend on a number m‘\‘m;b;cg
such as the Qumbcr of suppliers and whether the
supphcs are finished goods or raw materials.

: (,usFomcrs exchange resources for the products
of the firm and in return receive the benefits of the
}TT()dl.lCtS. Customers provide the lifeblood of the
firm in the form of revenue. Given the level of
reinvestment of earnings in large corporations,
customers indirectly pay for the development of
new products and services. Peters and Waterman?
have argued that being close to the customer leads
to success with other stakeholders and that a dis-
tinguishing characteristic of some companies that
have performed well is their emphasis on the cus-
tomer. By paying attention to customers’ needs,
management automatically addresses the needs of
suppliers and owners. Moreover, it secems that the
ethic of customer service carries over to the com-
munity. Almost without fail the “excellent compa-
nies” in Peters and Waterman’s study have good
reputations in the community. I would argue that
Peters and Waterman have found multiple applica-
tions of Kant’s dictum, “Treat persons as ends
unto themselves,” and it should come as no sur-
prise that persons respond to such respectful treat-
ment, be they customers, suppliers, owners,
employees, or members of the local community.
The real surprise is the novelty of the application
of Kant’s rule in a theory of good management
practice.

The local community grants the firm the right to
build facilities and, in turn, it benefits from the tax
base and economic and social contributions of the
firm. In return for the provision of local services,
the firm is expected to be a good citizen, as is any
person, either “natural or artificial.” The firm can-
not expose the community to unreasonable h;lz.\rds‘

in the form of pollution, toxic waste, and so on. If
for some reason the firm must leave a community,
it is expected to work with k)c;\l. le'.ldcrs‘m make the
transition as smoothly as possible. Of course, th.c
firm does not have perfect knowledge, but when it
discovers some danger or runs afoul of new coml‘.:\i
tition, it is expected to inform the local community

2Gee T. Peters and R. Waterman, In Search of Excellence
(New York: Harper and Row, 1982).
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R y? Id be the first to be included
and government WOUI 5% h It is simply not
in an extension of this b‘{slt gheory. it : P bt
true that the interests of competitors 1n an indus-
try are always in conflict. There 1s no rca'son.why
trade associations and other multi-organizational
groups cannot band together to sol‘ve common
problems that have little to do \:wrh how to
restrain trade. Implementation of stakc.h.oldcr
management principles, in the long run, mitigates
the need for industrial policy and an increasing
role for government intervention and regulation.

to “.Ork \\’ifl

The Role of Management

Management plays a special role, for it too has a
stake in the modern corporation. On the one hand,
management’s stake is like that of employees’, with
some kind of explicit or implicit employment con-
tract. But, on the other hand, management has a
duty of safeguarding the welfare of the abstract
entity that is the corporation. In short, manage-
ment, especially top management, must look after
thc.hcalth of the corporation, and this involves bal-
ancing the multiple claims of conflicting stakehold-
ers. Owners want higher financial returns, while
customers want more money spent on research and
dcvclopmcnf. Employces want higher wages and
better benefits, while the local community wants
better parks and daycare facilities.
. a'lIu"hc task of management in today’s corporation
In to thgt of I?mg Solomon. The stakeholder
y docs not give primacy to one stakeholder
g&p over another, though there will surely be
dﬂth:,g?nogn;n 5:30;;1 will benefit at the expense
heep e S % éwcvcr, management must
Seow ~m1w among stakeholders in bal-
oo itﬁ”cmsu‘ o rclano‘nshxps. become imbal-
3 nced, the survival of the firm is in jeopardy.
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“The stakeholder rheor,\"” can 'hc unpacked:
a number of stakeholder theories cac};]Jk :d s
has a “normative core,” incxtn’cah‘l\' link:-)d “jhwh
way that corporations should be governed art:j t:C
way that managers should act. So, attem tgtc
more fully define, or more carefully define apstakm
holder theory are misguided. F(‘)ll(\)\\mtr
Donaldson and Preston, I want to insist that rh§
normative, descriptive, instrumental, and met
phorical (my addition to their framework) uses of
“stakeholder” are tied together in particular polit-
ical constructions to yield a number of possible
“stakeholder theories.” “Stakeholder theory” is
thus a genre of stories about how we could live.
Let me be more specific.

A “normative core” of a theory is a set of sen-
tences that includes among others, sentences like:

an

d Prody,
5 \llp ‘]i " \“‘ilm
a i Crg Suf 1
aNd bony Uffer

o y depyra T
Udifficy), “’r\E TCSSing

to ow
Vi Ners S n¢ +: Q

CCree
that CSsar
: at they 1 0y
firm, Sim; Y haye

X m
> Perhaps _€>l
ants, ejp ‘
thC ngdTC

T'he purp

oL \CCAH\C
St g()()d or
08¢ of the

(1) Corporations ought to be governed . ..

(2) Managers ought to actto . . .
where we need arguments or further narue
which include business and moral terms 0 il 1‘n_
the blanks. This normative core is not always
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- norm‘«}fi_"c core ofa. stakeholder theor
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mng’ we would restructure ‘_‘value-crcating acti\f
PO:‘ Jong rinciples of caring and connectig
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L) normative cores. .. . The attempt to pre.-
e one and only one normative core” ap(
st «; stakeholder theory” is at best 4 dis-
¢ ‘e attempt t0 smuggle a normative core past
i unsophiﬂicath noses of other unsuspecting
ydemics who are just happy to see the end of the
qockholder orthodoxy.

If we begin with the view that we can under-
qnd value-creation actlyity aS a contractual
rocess among those parties affected, and if for
dmplicity’s sake we initially designate those parties
s financiers, customers, suppliers, employees, and
communities, then We can construct a normative
wre that rcﬂccts‘t_hc liberal notions of autonomy,
sohdanty,. and fairness as articulated by Iohn,
R;wl§, Richard Rorty, and others.3 Notice that
bulding these moral notions into the foundations

| ofhow we understand value creation and con-
R tr‘balc;nnfss r:cg;nrrtcso ft}tll::t we ‘eschcw separating the
e process from the “ethical”
:rtm,liat;lda ;:1:; w:h sta'rt with the presumption of
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& 10 turn the tables and
fair contract

world there a . )
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social instituti i i os s other

utions exist, but they k :
T » but they know the range of
mcn: lrl_sntunops. They do not know if govern-
L ﬂi’:srs tl(l) pick up the tab for any externalities,
: ¢y will exist in the nightwatchman state of
llbc:l_'tanan thc.ory. They know success and failure
stories of businesses around the world. In short,
they are behind a Rawls-like veil of ignorance, and
they df’ not know what stake each will have when
the veil is lifted. What groundrules would they
choose to guide them?

The first groundrule is “The Principle of Entry
and Exit.” Any contract that is the corporation
must have clearly defined entry, exit, and renego-
tiation conditions, or at least it must have methods
or processes for so defining these conditions. The
logic is straightforward: each stakeholder must be
able to determine when an agreement exists and
has a chance of fulfillment. This is not to imply
that contracts cannot contain contingent claims or
other methods for resolving uncertainty, l3ut
rather that it must contain methods for determin-

ing whether or not it is valid. i
mgThc second groundrule I shalih cailh The

inciple ¢ ,” and it says that the pro-
Principle of Governance o >
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sm‘/(:hﬁ(;{ﬁ groun%irule is “The Agency P rinciple”
that says that any agent must serve the interests of
all stakeholders. It must adjudicate conflicts within
the bounds of the other principals. Once again the
logic is clear. Agents for any one group would have
a privileged place.

A sixth and final groundrule we might call “The
Principle of Limited Immortality.” The corpora-
tion shall be managed as if it can continue to serve
the interests of stakeholders through time.
Stakeholders are uncertain about the future but,
subject to exit conditions, they realize that the con-
tinued existence of the corporation is in their inter-
est. Therefore, it would be rational to hire
managers who are fiduciaries to their interest and
the mnterest of the collective. Ifit turns out the “col-
l;mve interest” is the empty set, then this principle
simply collapses into the Agency Principle.

Thl{s, the Doctrine of Fair Contracts consists of
these six groundrules or principles:
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(1) The Principle of Entry and Exit
(2) The Principle of Governance
(3) The Principle of Externalities
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The Stakeholder Enabling Principle
Corporations shall be managed in the intereg:
their stakeholders, defined as employees, n
ciers, customers, employees, and cor'nmunic:;

The Principle of Director Responsibility
Directors of the corporation shall have a duy &
care to use reasonable judgment to definc and
direct the affairs of the corporation in accordanc
with the Stakeholder Enabling Principle.

The Principle of Stakeholder Recourse
Stakeholders may bring an action against the
directors for failure to perform the required dun
of care.

Obviously, there is more work to be dO;’f
spell out these principles in terms of mod;‘l :f:
lation. As they stand, they try to capture ti¢ i
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SUGENE SCHLOSSBERGER

I urodnction

¢ moral ohlign’ti(.)ns of organizations differ-
ent from those of mdl\"lfiual\ pcrsonhs? 5.0mc people
have suggested that because Organizations are not
ersons they have no mora! obligations and can’t
be judged ggod or bad: while mcmb.crs or officers
of organizations can have moral ‘dunes, organiza-
tions 45 such cal?noF. But a careful analysis of the
nature of organizations shows that moral duties
are built into the very concept of an organization.
pual-Investor Theory, an alternative approach to
pusiness ethics,! suggests that organizations gen-
erlly have a duty, as organizations, to try to
ensure that their activities do not harm society—
organizations have a duty of minimal social
responsibility. Moreover, the very concept of an
organization entails that serving the good-in-gen-
enal is a fundamental goal of every organization.
Just as, according to Dual-Investor Theory, busi-
nesses exist to serve society by making a profit, so
organizations exist to contribute to the good-in-
general by serving their specific purpose: the
good-in-general is a beneficiary of all organiza-
tions.? Finally, the nature of organizations sug-
gests that there are six key questions to ask when
morally evaluating an organization’s activities.
Scction Lis an analysis of the nature of organi-
ations. Section 1T applies Dual-Investor Theory
O Organizations. Section III uses the results of
ion [ to argue that an implicit goal of every
Tganization i serving the good-in-general. That

Arc th

i
1 full Exposition and discussion of Dual-Investor
'W‘-scc Schk)SSb‘“’ng, Eugene, “A New Model of
4, 1994 Wal-Investor Theory,” Business Ethics Quarterly
: 3 R 459-474 i
¥ of ::;cusdy‘ tl?c objective good is an objective benefici-
v Organization.
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&N serving goodness generally.
. gdmzdtlgns bear some fiduciary duties to what
Is good, nght, and just. Section IV provides a
framework for morally evaluating organizationé. ‘

L. The Nature of Organizations

What is an organization? Not any collection of
pcpplc count as an organization. Some people are
ls‘ft»handed, enjoy vanilla ice cream, and play
tiddlywinks. Those people have something in
common, but they are not an organization. The
collection of all people who voted for Al Gore in
the New Hampshire primary have a common goal,
but they are not an organization. ;

What, then, is an organization? An organiza-
tion is a structured, co-operative venture, consisting
of activities undertaken for the purpose of serving
some perceived good, which has at least one relation-
ship with a person or persons that is distinctly differ-
ent from the relationships of its members as
individuals. This somewhat lengthy definition
needs some explanation.

First an organization has members who partici
pate in the venture by virtue of their place or r:)lc
in the organization’s structure. By “members” I
mean persons or organizations that take them
selves to be participants in the .structurcd venture
and are recognized as co-participants by the otter
participants in the venture. Mcmb'crs may _bf pes
sons or other organizations, which are in {F;ﬂ
composed of persons or _Other org;}nlﬁlgi‘or;;y bz
membership structure Ofl"“;a(:rﬁsl;ound L
highly complex ;u;ld norn;i :;zat;on‘s w4
persons, and 3 nggcwhcr& ultimately, the
touches groun
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These features of organizations help explafn
why the various individuals voting for Al Qorc in
the New Hampshire primary do not constltut? an
organization. Those who voted for A_l Gore 1“nfg‘ht
share a common goal, but their various activities
(each pulling the lever in the voting booth) are not
a structured, co-operative venture. They do not
regard themselves (and are not regarded by other
voters) as participating in the venture of electing
Al Gore by jointly realizing, operating within, a set
of rules and roles.

Organizations and institutions exist to serve a
purpose, which is to advance or serve some good:
r.hgrc is something the organization, as an organi-
zation, takes to be a good and which it is devoted,
as an organization, to serving.3 Organizations are
;cfn::és?;iz,:d( ;] “Zﬁstﬁrei{in this sense, 13 some sst
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some good and has fiduciary duties rclar;d to st
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s The perceived good the SPR jg devote
_g[‘R}.Y it is, in fact, not good at 3

rvings simply mistaken.  Similarly, :
§PR ]-S,,,‘fioll X, which believes thar
Org*l'{‘i:(,,c modern incarnation of Zeus, exists tc
l\‘lousthé will of Zeus. In the case of ()rganimﬁ ¥
serve b it distinguish between the ohjcmvé bcon
X, we ‘,‘ rl;C intended beneficiary b
ehadrliéneﬁt'i""'-“" The intended
mlanization X is what some philosophers ¢4 an
S)i;%cntion“‘l object.” Ro‘ughly spcaking, 'it is the
following iden: \vhatC\'C'l i ,t’he dCSCl‘}pthn “the
Sonl will of the acfual /JCL‘IS. The objective ben-
Srary s the set Qf real things that actually do fir
dhat description. Since Zeus does not, in fact, exist,
the objccti\'c- beneficiary is tl'1e empty set. (In real-
i, Zeus™ will does not exist.) So tbe intended
henchciary is an idea while the ob)c_ctwe benefici-
aryis a thing. The cqncqwtual bcnehciary is the set
Ofthings the organization takes, as an organiza-
don, to fit that description, namely, what the
organization believes to be Mickey Mouse’s com-
mands. If Organization X believes that Mickey
Mouse wills that people wear costumes on
Halloween, then people’s wearing costumes on
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and the concep-

Halloween is part of the conceptual beneficiary of

Organization X. (Of course, if Mickey Mouse
rally were Zeus and Organization X correctly
identified Mickey’s will, then the objective benefi-
dary would be identical with the conceptual ben-
eficiary.) The differences between the perceived
good of an organization and what is really good,
ad between the intended, objective, and concep-
ual beneficiaries of an organization, are important
when morally evaluating an organization. An
JBnization can faithfully serve its conceptual
teficiary, even when that beneficiary isn’t real
“Iesponds to the empty set). :
. énally,' an organization has at least one social
vid“:l)nshng that is different from that of the indi-
Sm',“’f‘O{ISh_lps of its members. For example,
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_ It these remarks about the nature of organiza-
tions are correct, organizations have moral duties.
I?ual-lnvcstor Theory suggests that all organiza-
tions have a duty to be “good citizens,” to try to
ensure that, in pursuing their goals, they do not
harm society. But I will make a stronger claim as
well. All organizations and institutions have a dual
purpose: they serve the specific purpose for which
they were founded or currently maintained and
they serve the general purpose of contributing in
some way, directly or indirectly, to the good-in-
general.

II. Dual-Investor Theory
and the Duty of Minimal
Social Responsibility
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and other social services. In addition, :
make essential use of the knowledgc base pro'vxdcd‘
by the hard work of generation after generation pf
people across the globe. Hfznry Ford.dld not begin
constructing the Model T by re-inventing the
wheel. Businesses also depend upon an educated
work force and customer base, and education in
the United States is widely subsidized by public
funds, private donors, or both. This knowledge
basc, currency system, and so forth may be called
a business’s “opportunity capital.” The valuable
opportunity capital society invests in a business s
at least as essential to the business as is the specific
capital invested by stockholders or proprietors.
Thgs, there are two Categories of investors in any
busx{l;ss venture, the “owners,” who provide the
specific c_apital, and society, which provides the
OPportunity capital. Businesses have a fiduciary
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ustrating Case  The Association of Certified
public Accountants (ACPA), a tax-exempt organi-
ation that pro\'xdcs a variety of important services
for its members, must vote on a proposed change
in its code of cthics that would prohibit pro bon,
or reduced rate activities. It the measure passes,
member accountants will be expelled if they offer
ay form of unpaid accounting assistance (or
Jccounting assistance at rates lower than their
sandard rates) to nonprofit social agencies, such
s battered women shelters, to Churches or
§magogues, or to local Boy Scout troops.

Dicusion The ACPA makes heavy use of soci-
ay's opportunity capital. For example, the organ-

jzation could not exist in its present form if

society did not maintain a currency system. The
professional skills of its members, without which
the organization could not exist, were obtained
though an educational system subsidized by
society and employ accounting techniques and
coneepts developed through the years by numer-
ous individuals, The organization employs inex-
pensive bulk rate muailings, which are partially
subsidized by taxes and first-class postage rates. If
the ACPA passes a measure, a number of worthy,
rugeling organizations will be deprived of
Meded dcounting services, since at least some
Member aurrently providing such services will
iy ;Omr;el:?in members rather than t_}o Wllf::r
timple 5 | 1onal services t?e ACPA ofters. ;
o ;t attered woman’s shelter, currently
ha " 'llm chargc by an ACPA mc"ﬂ’cr’ ma):
Koy oo because it cannot afford the
) ]8 Services required by local, state, and
g, tom:‘,s‘ regulations, and agencies and 1s
?**\CPA nd a qualified accountant, who is not
i gy, ember, willing to donate his or her
i Passing the measure would violate the
%néy‘_’“ﬂcnpk; the ACPA would be using the

~ Wstem, educational system, etc. pro-
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vided by society

T 0 the dervirmea ; :
Providing thoge l ¢ detriment. of the socicty

enefits.

> 4 “in-Gene <
of All Oi;qmzizatio;f;ur“l as a Goal

It follows from the

iy nature of organizati
g ganizations that

all organiz(fi?)(:\‘Lll(ligcncf'-fl is an implicit goal of
the good-in-general g:'n‘fm(ms need not serve
themselves tog l.L.r~d directly: they may devore
institution tlntp d_\lng b within a practice or
o, servesthe. as a general practice or institu-
T i, the good-in-general. But having some
torm of commitment to the good-in-general is an

‘S:\ 5 Y y 3 3
¢ S&Il[}.\l part of what it means to function as an
organization.

SERVING THE GOOD-IN-GENERAL
IS AN IMPLICIT GOAL
OF ALL ORGANIZATIONS

Qrganizations exist solely for the purpose of ser-
ving some or other good and have a fiduciary duty
to serving that good. The idea of a good prcsup'v
poses the idea of a general framework of standards
that makes good things good. (Without a frame-
work of values, nothing is good or bad.) The idea
of a fiduciary obligation presupposes a general
moral framework that generates such values as loy-
alty, trust, and good faith. Hence organizations are
committed to the existence of a general moral
framework that defines their purpose and raison
d’étre. To work against that tramework is hence to
oppose the very thing that gives point to the orga-
nization’s existence. Put another way, the organi-
zation’s goals are only goals at all because 91‘ the
underlying moral framework. To deny fh;\t frame-
work is hence to turn the organization s gq;\l into
a non-goal, and hence to dissolve thf: (.).r.g.x}n::tl.(")lxr:
as an organization. Of coursc, ()rgul;zatl‘c\)h“‘“:lc
climinate their gO;}l lb)’ ";}'h’_‘;‘;“;‘c&’vit‘z :;::l :t: crf\ dij
an organization might climinate 1t “ e
cating smallpox by ‘f‘{l‘l‘1glf;;:ij’;3{:{9{% e
case, the goal is an MLOIEP(; 2 new goal. When an
jzation can then end or ‘n i,e the good-in-gen-
el eases to recognize the B9
orgamzanon ¢ Y gl and so it no longgr
eral, it cannot have a &€ Thus, in pursuing their
. anization. 23 o
counts as an Orgd to serve their specific good,
fiduciary oblig atl’()nan implicit obligation to ScrYe
organizauons have
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-ve the good-in-genera
Organizations jlcc;i()n:())tlj\cyli:]; \fllll}gé‘l Particuilﬂar role
di.rcc:tl)'- '1)263(;1“(; il;stitixrioxi, where the practice
:)\: ti},]]];:jsulrion isl justified by its contribution to the
-in-general. i
gog(:[g;fcc_\zcsomctimes argue that tl?cir (-)nly.obh—
gation is t ;1d\'anL:c the interests .ot Fl?exr _Llleqts,
within the limits of the law. Thcy justify this prin-
ciple of full advocacy by arguing that the clash qt
combating attorneys in the courtroom, each dedi-
cated solely to the interests of his or her client, is
the best sys;tem of justice yet devised. Advocates of
this view may be mistaken in their claims (I would
argue they zirc), but the logical structure of the
view is important. Attorneys, on this view, serve
justice without directly trying to serve justice.
Rather, in concentrating on their clients’ interests,
atrorneys serve justice by playing their part in a
system of advocacy that, taken as a whole, serves
justice. The claim that the system as a whole best
serves justice makes sense of the attorney’s claim
to have a fiduciary obligation to advance her
clients” interests: the attorney’s fiduciary duty to a
client derives, ultimately, from a general (indirect)
fiduciary duty to serve justice.
. Qrganizations too can have the same sort of
indirect fiduciary duty to the good-in-general,
which they serve by fulfilling some specific role
within a practice or institution that, taken as a
Wholc,. serves the good-in-general. This require-
t“i’::st T}l’osc.s‘signiﬁcan.t restraints on organiza-
Whtle giving them certain types of latitude.
hThc Better Business Bureau of Akron, Ohio
g;ifr?dBﬁz;g::sI??; ?avc to :add‘ress the problcrp
Rt i s.o i re'c tc;l concentrate on busx-.
B, assoc’iations gfds.t‘ ¢ general practice of
dihy o e 2 _timatlonm'g as the BB]%A
¢xample, that the BBBAnt-gcncrdL R ’s
Tes to attract new busi-

ROLE SP
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nesses to Akron by publishing lies
ing cities, such as Hammong Inc
general practice of Municipy]
Bureaus lwr(mdusnng lies aboy

aboy, Cop
h.ma, \\'}m}-i
Bettep ‘ym\ 1
1t cach gy " ™y

best serve the good-in-gener,|3 IF nee. ! St

Better Business Bureau of Akron bt > thep i

sion by publishing lies about H.lmm()n‘i\s 1S i
d.

Hlustrating Case  Image, an advertising ¢

ates a television ad for Health I‘o\\'chr :chrm‘\'rc
extract of ginger root. The ad smtcsjlp‘f“'dcrcd
the New England Journal r)j'zlflvdicim'.sh:1 Sudy jp
Health Powder is as effective in Curing c:“?t! =
drug approved by the FDA.” [, fact ;}:lcu;m
approved drug to which the a rcfcr; e [I?A
blocker, included in the study as 3 COIﬁrol ‘.}“
study concluded that while neither Health P(;\\ 1ht
nor the beta-blocker had any significant ct't‘cc:L .
controlling cancer, several other new drugs did :

Discussion  This deceptive ad is likely to cayse
some cancer patients to forego medical treatment
that could help them. Image may be serving its
perceived good of advancing the public relations
interests of its clients. However, by engaging in
harmful deception, it is not serving the good-in-
general. Since a general practice of advertisers
engaging in harmful deception is not likely to
serve the good-in-general, Image is not serving
the good-in-general by playing its role in a general
practice that serves the good-in-general.

IV. Moral Evaluation
of Organizations

Moral evaluation of individual persons is. very
complex.” Moral evaluation of organizapons is (::
some ways simpler. Moral evaluation of & [:162\\
involves the whole of that pm'S()n's‘\f'O’lO‘f'[hé
Since there are numerous aspects ami.t:lt:;m =
life of a person, moral evaluations of pe ke
be very complicated. An orgamzan(‘mia[sC g
person, exists to serve a limited purpose { 5
Hence there is a limited list of q"?“"?{ ol
about an organization when evaluating e
a) Does the organization m“!‘e_ l\cg (;(:d con
effort to serve its intended, objectt®
ceptual beneficiaries?

7See Schlossberger, Eugf'“f’u
. : i
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| that 1 dvin-gf"‘”"‘l‘ cither directly or by s .
| the gf"‘)r(’lc within a practice that serves :;:t
y gcncral?

ANizatiop
grul

DS
o) D

good—in- g
~) 15, e OfgAniZa 00 8 understanding of the
doo;i-in-g,cncml correct?

| Does the organization succeed in those
¢

cfforts? R el

Do the organization’s activities violate some
other firm precept of morality in a way not jus-
cfied by the considerations raised in the first
fve questions?

O;ganizations can l.vc dcﬁciept in each.of these
respects. An .orgamz.anon can .tal.l sho.rr of its fidu-
aury obligations to 1ts beneficiaries, either because
it does not act -in good faith or because its con-
ceptual bcneﬁgla‘ry does not .cor_rcspond to its
objective bcncl?cmry. Ar.l organization can .bc f“l‘
pable because 1ts pftrcewed good is not, in fact,
good-—thc Society for the Pcrpetuapon of Racism,
however faithfully it serves racism, is morally defi-
dent because racism is an evil, not a good. An
organization can be morally faulted, even if it
serves faithfully a worthy or legitimate goal, if it is
hostile to the good-in-general. Suppose, for exam-
ple, that the American Society of Physicians (ASP)
alculates that it can enrich its members by impps-
ing rules on physicians forcing them to charge fees
0 high that a third of the society is left without
halth care. The ASP, let us suppose, simply does

mt care—its only concern is the financial well-
being of its members. While tending to thc.busr
% interests of physicians may be a legitimate
gaal for an organization, pursuing that gpal n a
¥4y that knowingly leads to thousands of unnecs
sy deaths is not morally permissible. An organ-
“tion may be morally at fault if it strives to serve
:’r‘a'“;""cct understanding of the good-ll?-gfl']‘é
e €Xample, suppose that the ASP, in b
“Mple mentioned above, took the position tha
e o pope v, 1 P
Then thrc Aso : llndesnrablc?sz” o go(_)s under-
g P would be striving to serve 1t 3
"8 of the good-in-general, but its Ul 5
may bgg 5, quite simply, wrong. An Org?n-‘zaxit .
Morally flawed because, while it acts
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4 rings are 58
Organization of Amg BSIT 10 prowres. The
Wiz, American Therapists (OAT)
p 2 resolution to present
C;)mnnttee arguing that
¢ lelnts should remain confidential. OAT’s position
1§ that, in the long run, keeping communications
confidential would result in fewer suicides and vio-
lent acts by clients: increasing communication
between clients and therapists would give thera
pists a better chance of working with clients to
prevent suicide or violent acts, while imposing a
duty to warn would make many clients wary of
revealing to a therapist suicidal or violent feelings.

African
racism.

when a client poses
ers. Committee hea

before the
all communications from

Discussion  OAT is dedicated to serving .thc good
of benefiting clients who use therapy, with a sec-
ondary commitment to the professional interests
of members. OAT is concerned about the social
harm caused by violent clients, but argucT th.\tl
3 -in-general (anc

therapists can best serve the good-in-gene ( n
pa b violence) by serving a partic:
prevent client acts of violence) bY § B et i
; le. OAT suggests, 1n other words, i
i B 1 is served when therapists provide
gOOd-m-gcncm B hom anything may be
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OAT does not appear to be violating any other
general precept of morality not justified h_\'. the
considerations already discussed. If OAT is at fault,
then, it would be because OAT is incorrect in its
judgment that its proposal would actually reduce
the number of violent acts.8

8OAT’s reccommendation concerns a widespread policy that
helps define a role within a practice. It is thus significantly
different from the moral problem confronting an individual
therapist in the absence of a well-defined policy. For a more
detailed treatment of the duty to warn, see Schlossberger,
Eugene and Hecker, Lorna, “HIV and Family Therapists’
Duty to Warn: A Legal and Ethical Analysis,” Journal of
Marital and Family Therapy 22 (Jan. 1996), pp. 27-40.

Discussion Questions

PROFESSIONS

V. Conclusion

The very nature of organizations,
ventures on behalf of some perceiy
distinctive relationships, implies th
moral duties apply to all Organizations, y,
their particular function and wh
duties are implied by their charter or charge A
organizations must make good faith effo i
serve an objectively good goal
must generally serve, directly or indirectly,
broader realm of what is good and right. I'n‘ thii
sense, organizations are like persons: they are not
simply tools or soulless objects, but members
the moral community.

of struu“rm
ed goog

Wwith
at some 8Cnery|

'hdlc\cr
atever Specific

Its to
, and those effore

1. How is dual-investor theory different from the theory offered by Freeman?

2. Use two moral theories to support the dual-investor theory of business.

3. How does Schlossberger use dual-investor theory to support the “no bite” principle?

4. Does a car salesman who fails to tell a customer about a faulty tailpipe violate the
“no bite” principle? Does it make a difference if the customer never asks whether

the car has any problems?

5. How would a lawyer who is solely concerned for the good of her client claim that
by serving this specific role she is actually serving the good-in-general? Can the car
salesman above claim that he is serving the good-in-general by serving a specific role?

6. Use virtue ethics to defend Schlossberger’s claim that organizations have a moral
obligation to serve the good-in-general.

Paternalism in the Marketplace:

Should a Salesman Be His Buyer’s Keeper?

JAMES M. EBEJER AND MICHAEL J. MORDEN

THE MORAL RELATIONSHIP between salespersons
and their customers can range from caveat emptor
exclusively to paternalism. We propose that

between these extremes is a realistic profess
ethic for sales that we will refer to as
paternalism.”

jonal
«limited

James M. Ebejer held a Master’s of Business Administration and was emploved in the marketing division
of IBM. Michael J. Morden was Adjunct Professor of Philosophy at Beloit College and at various colleges

and universities in the Detroit aren.

“Paternalism in the Marketplace: Showld a Salesman Be His Buyer’s Keeper?” Journal of Business Ethics
7 (1988), pp. 337-39. Reprinted with kind permission of Kluwer Academic Publishers.

f

rarilys i
mcrch.mdl.sg |

sumer fpctr
which he can
The working
rious to us as
her superior !
exploit our 1
to play the g
were unders
beware.”

At the oth
ism. A stand
interference °
fied by reasoi
good, happir
person being
words, patert
sumably in
makes a decis
other from ¢
that the first
f)fautonomv
Justified becy
1S f‘f()r his
r‘cmsed t

fel O se]

¢ was
Often Choug}

lng On thc i



P e (G R e el e

s}

Lo i )

At one extreme 1S caveat emptor— “let the
buyer beware.” We do not claim there is anything
inherently immoral about sugh a position, only
hat it is no longer appropriate in our society,
Games can be played by various rules, as long as all
Pmigipants knqw those rulcs. When two old
horse-traders tried to strike a bargain, it was
anderstood that the seller could be assumed to
misrepresent the condition of the animal and the
buyer was warned to be on his guard. Perhaps this
stuation was not unfair since both participants
knew the rules, entered into the agreement volun-
tarily, and had the opportunity to examine the
merchandise. However, the contemporary con-
sumer frequently purchases goods or s'cr\'iccs
which he cannot be expected to judge for himself.
The workings of an insurance policy are as myste-
rious to us as those ot a VCR. A salesperson, with
her superior understanding, is in such a position to
exploit our ignorance, that few of us would want
to play the game if the rule of the market-place
were understood to be strictly “let the buyer
beware.”

At the other extreme is the practice of paternal-
ism. A standard definition of paternalism is “the
interference with a person’s liberty of action justi-
fied by reasons referring exclusively to the welfare,
good, happiness, needs, interests, or values of the
person being coerced” (Dworkin, 1971). In other
words, paternalism occurs when an individual, pre-
sumably in a position of superior knowlcdgC_,
makes a decision for another person to protect this
other from some type of harm. Paternalism implics
that the first person deprives the second of liberty
Ofautonomy. This infraction on liberty is thought
Justified because, in the mind of the first person, it
5 “for his own good.” Recently, a merchant
refused to sell tropical fish to a patron because she
felt he was not changing the water in his.t.allk
;;ﬁm ¢nough. Although the merchant was intnnS:

'8 on the customer’s liberty based on her sup¢

oL kno“'k’dgc, the interference was t‘or. his own
8ood (and presumably the good of the fish). The
Merchant was being paternalistic. gtans
Ost of us expect paternalism in certain situd-
- If the service we are purchasing is an appen
ctomy, we typically allow the salesman (in this
¢ surgeon) a major role in deciding whcfhcr
€ need the service, We rely on the cthics of ic
olession 1o protect us from the possible cxploxtf:l;
M- The old-fashioned physician considered suc¢

tions
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vate : i
tl::;ﬁ]‘:]“;‘i’: }t’l‘:zf (::tlilfs r‘()lc.:, but modern medicine
professionals .l.‘ U‘\.t S ‘lnt()r'mcd consent. The
st nals use t'hur superior knowledge to
t(l)‘l :x:)lll:i:]nc:.{-:_-c:[l dl‘dgnosis: but they are expected
s Y, l-‘ n?cn.t options available to ‘thc
B § ¢ latter can make the moral decision.
I.hus even in the most paternalistic of contexts we
find that professionalism justifies only a limited
paternalism. "

This limited paternalism, which is typically an
clement in professionalism, applies when an indi-
vidual in a position of superior knowledge has an
active duty to explain the consequences of a deci-
sion. Here, the “father-like” individual does not
make the decision for the other. The only liberty
that is violated is the freedom to be ignorant: the
consumer is protected from an uninformed deci-
sion that could be detrimental to him.

To claim that a salesperson is professionally
required to inform customers fully about a prod-
uct or service, to disclose fully all relevant infor-
mation without hiding crucial stipulations in small
print, to ascertain that they are aware of their
needs and the degree to which the product or ser-
vice will satisfy them, is to impose upon the sales-
person the positive duty of limited paternalism.
According to this standard a salesperson is, to a
limited degree, “his buyer’s keeper.”

Consider the following example: A woman
takes her car to an auto repair shop and tells the
mechanic she needs a new muffler and exhaust
pipes because her car makes too much noise.
While examining the car, the mechanic concludes
that the excessive noise occurs because there is a
hole in the tail pipe. The mechanic was told to
replace the exhaust pipes and the mutffler. He has
three options: (1) replace the exhaust pipes and
the muffler as requested by the car’s owner and
collect (say) $90.00; (2) talk to the owner, refuse
to do as requested since all that is needed is a
$20.00 tail pipe; (3) talk to the owner, explain the
situation, and let her decide for herselfif she really
wants to spend $70.00 more than is necessary to
fix the car.

When confronted with this situation, many
repairmen or auto parts salespersons would choose
the first option: collect as much money as possible.
This is perfectly legal since the car’s owner did
authorize complete replacement. Some perhaps
would act paternalistically by following the second
option: replace the tail pipe for $20.00, but refuse
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the customer tentatively decides he would ‘llkC to
own a Super Max amplifier. But before making the
purchase, he asks the salesperson one more ques-
tion: “Is there anything else T should know about
this particular model before giving you the cash?”
Now, to the best of her knowledge, the salesper-
son has accurately communicated the advantages
of the amplifier, told him the price—$400, and
that this particular unit does meet his needs.
[T.)wcvcr, she also knpws that the same model is
. ing lsold at 'an appliance store across the street
tclrl(:;: y b335(). Doces our standard require that she
¢ buyer about this possible savings? Clearly
not. Although the person aw: ?
ot was aware of the com-
petitor’s price, she did not wi inf i
kv ot withhold information
- 9Nty an expert would know, An ~
casily find out how much the arafic yone could
the ot sotes, The 1o ¢ amplifier sold for at
owledge was not part of

Discussion Questions

cxt"cmcS of ub
¢ authorg impl

dtontolo .
treated” )g_j’nfisllr:t

dldn’t know whether we w

Paternalism, .

: pl{()H’,

1. DCSC 1 ;

Ow?i):ag:; tl:ircc main approaches to sales discussed by the

¥ does limited paternalism represent a middle gr

lIYf:r_ beware” and paternalism?
icitly suggest that limited paternalism wou
€ It “treats the customer the way we ourse
Y contractarianism (since “it is a rule we woult
ere going to be the salesperson Of
limiteq one of these theories a%\d g%) intocml:)re dctgil about how I

SSIONS

the technical ‘C\'pCI'IiSC that marks her a2,
sional and which ,tl.]c buyer was PrCSlnmhl\'“()m
> . However, if she held back informgg "elying
evant to the decision, which a nontherl?nj rel
not be expected to know, then her behavig, COulg
be unethical by our standard. Woulg
Nearly all “hard sell” techniques are e
according tO this standard. Many Sa]csncrhncaj
intcntionnlly keep information f}0111'lwotcnf?€IrS()n‘
ers. They try to sell the most expensive P!’(ij buy.
customer will buy without regard to the " Sm
that person. Granted, some revenue may he I"O: of
the short term from telling customers the ha; [
well as the good about a product or service b13
profits will increase in the long run. Onee , ;chl:
person earns a reputation for being “honest”—,
ethical, interested in mutual exchange to mutug%.
advantage rather than exploitation—he wil have
more satisfied customers, more referrals, and,
eventually, greater income from an overall increase
in sales. Even where the policy might not prof
the salesperson in a specific case, it is a rule which
if generally followed would produce the greates
good for the greatest number. Furthermore, it
treats the customer the way we ourselves would
want to be treated; it is a rule we would agree ©
even if we didn’t know whether we were going ©
be the salesperson or the customer; finally, it bascs
sales ethics on widely accepted standards of P
fessionalism. Clearly it is consistent with our of 3
nary ethical assumptions.

upot
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in ROBERT W. MCGEE
as
nt
cs_, Introduction ;:f);'lﬁghtt I:vith “slza_rk repellant tc«l;hm'qucs.“ A
: : % : MR stile takeover (aiming to replace existin
":‘] ThCFC is ample C\'ldanC t(’)“SUlggCStﬁ th‘l‘t “‘qu‘}S" management) is usuallygattcmptid through %
¢ tions and mergers are generally g CHRIEH D dwidlE public tender offer. Other approaches might be
d, segment of society because they shift assets from unsolicited merger proposals to directors,
gs lower uses to higher uses, from less efficient man- accumulations of shares in the open market, or
it agements to more efficient managements. Space proxy fights that seek to install new directors. !
:L:: ngsm';?: l;::l‘:i:s dh;i\fcm;lligas;m(]i);zl\i/:ft}:il;lscgnoéln: i The 'ox'll'y group that stgnds to lose as a result of‘an
: . Y : A % acquisition or merger is top management, which
s sion. The old sharcholders benefit because they stands to be replaced if the takeover is successful.
i receive a premium for their stock. New sharchold- Thus, it follows that attempts to prevent takeovers
5 ers benefit because they are buying into a company reduce the welfare of all these groups, with the
4 that is about to become more efficient and com- exception of management, which stands to gain by
€s petitive. Nontendering shareholders benefit thwarting a takeover attempt.
28 a because their stock increases in value as a result of Many of the ethical problems connected with
li- ‘ the tender offer. Society benefits because a restruc- takeovers relate to top management’s attempt to
tred, lean and efficient company provides higher prevent their company from being tchn over.
quility goods and services at lower prices. Management has a fiduciary duty to actin the best
Mployees benefit because a healthy company et of sharcholders, yet a successful takeover
5 Provides more job security than a weak, noncom- . often result in some n:jcmbc}::s (S)ftggi ll]mr:ﬁg;
5 Petitive, inefficient company. ment losing their jobs and perhap g

Ve an unsuccessful takeover attempt can
€ these groups to benefit because the mere
‘A of a takeover often causes management to
ome better managers. A takeover is a

thange i gy

¢ controlling interest of a corpora-
ton. A takeoyer may be a friendly acquisition
% an unfriendly bid that the target company

Qu

Iy .
4 "Y of Finance and Investment Terms (John Downes
ind IOI‘da

" Elliot Goodman, eds., 5th ed. 1998), at 618.

%‘ W. McGte is Professor of Accounting, Seron Hall Ut.:iw(r:: 4
(199 ! lies iy Acquisitions and Mergers,” Commentarics
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of the author and

into early retirement. Given this scenario, there is
tremendous pressure on top management to
breach their fiduciary duty and pull out e:)ll stops t?
either prevent a takeover attempt from Fclxlng S;l}:,:
cessful or make plans to cu.shlo?‘ th:‘nrl all in
event the takeover attempt is successtul.

Poison Pills 5
i inancial sc ade by man-
i Is are financial schemes ma na
Pocli?:nf l{o make the company a less attractive
ag

he Law of Accounting & Finance 2
the Dumant Institute.
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: ill is a
poison pill is get company o

) ceover-t X %
strategic m()vcll}\.g.ll::ll::.:mvc i) .1CL']llerlj. h?r
make its srogk esS -“' W serics (.)t pre-
it m"\'.cs‘sharchnldcrs the right t(:
B gl1iun‘1 price after a takeover.”

| forms, including

instance, ¢
ferred stoc :
redeem it atd pren
e severa
pills may take seve v
ndenture giving bond-
he privilege of redemption . . . if certain
d events occur, such as a hosu!c
chase of a big block of shares,
or an excessively large dividend payout. P'01son
puts, Or superpoison puts as the more stringent
variations arc called, are popular antitakeover :
devices because they create an onerous cash obli-
gation for the acquirer. They also protect the
bondholder from the deterioration qf credit
quality and rating that might result from a lever-
aged buyout that added to the issuer’s debt.3

a poison pill rights plan: allows a shareholder of a

potential takeover target to acquire its stock at a
discount upon certain designated trigger events.*

Poison .

a poison pHt provision: an 1
holders t
designate
takeover, the pur

a people pill: [a] defensive tactic to ward off a
hostile takeover. Management threatens that, in
the event of a successful takeover, the entire
management team will resign at once, leaving the
company without experienced leadership.5
a suicide pill: poison pill with potentially cata-
strophic implications for the company it is
dcsigr'lcd to protect. An example might be a poi-
son Rxll providing for an exchange of stock for
debt in ic event of a hostile takeover: that
;E:L‘ic(:lscoir%gc‘ an acquirer by making the
mcnmdosrg, l:] ‘;nvsiy dc]:xpcnswc, but its irf:plc-
5 bankrupuy}_)é ¢ target company in dan-
A pension parachyte:
specifies that in the
ateempt, any excess
plan. €an be used fo
participants, such a

pension agreement that
event of a hostile takeover
asSets in a company pension
r'thc benefit of pension plan
$ Increasing pension payments.

2Ibid., 452-53.
3Ibid., 453,
“Ibid, 458,
5Ibid., 44),
“Ibid., 607,

s AND THE PROFESSIONS

T'his prevents the raidin
using the pension
and therefore acts

g ﬁl‘m P
or g
asse P Ingj
ts to hndn( ‘ldual "

f as an
help the firm ward off

.\ddi[i()nal 1 C)l«\kc(,.\t'
' the Aquigiy; Srren,
An important questi By e
on to a5k
who loses by the introductj 1S wh :

The obvious losers are tﬁn OFa poj -T g
raider may decide not to :t’otcmial A [cI;
because of the poison pill. If e g
may be unsuccessful and cog
cessful, the cost of success is
a poison pill.

The less obvious losers are the
shareholders. Since the evidence sJar
get company shareholders teng rf benef
takeover, thwarting a takeover by use C?eh[ h‘ :
pill (or by any other means) prevents sl(\)arahpoIson
from _ §arning a premium on thejr stco(-)lidcrs
Securities and Exchange Commission sttnd\'kt“ .
that the announcement of a poison pill pl'-(motl,".]d
takeover target causes the stock price to drop‘\h:'
an average of 2.4%, whereas announcement of
such a plan by a company that is not a target has
no effect on stock price.8 Ironically, it is manage
ment, which is supposed to protect sharcholder
interests, that makes the poison pill.

Another group that stands to lose by poison
pills is consumers. Since the raider is prevented
from making more efficient use of the assets thin
present management, the company is unable to
upgrade quality and reduce cost, with the result
that consumers will have to pay higher prices ©
purchase goods or services that are of lower

quality.
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centy it i8 likely that the number of units
10 P"} |d increase, so sales would be something
sold \\0;1";] §900 million. Customer A might
gl use the $10,000 it saves to buy an addi-
| machine for its factory. Customer B might
tiona §15,000 savings to buy another car for the
use its att" "flect. Customer C might use its
;(;33’600 savings to invest in employee education

b

mor
dccidc to

 training. {
¥ Customers A, B and C all benefit because they

sre able to buy somcthiqg they could’not have
fforded in the absence ot-thc: takeover. The com-
anies that sold the machine to Customer A, the
cr to Customer B and the cdl‘lcatlon and training
to Customer C also benefit because of the
ukeover, as do the Customer C employees who
receive the education and training.

There is no way to predict what the target
company’s customers would do with their cost
savings, but the fact that they would do something
annot be denied. Even if all they do is let the sav-
ings sit in their bank accounts, the fact that the
money is there (perhaps earning interest) means
that it is available for the bank to use to make loans
to businesses or individuals. Since the quantity of
money available for loans has increased, there is
downward pressure on interest rates, which bene-
fits anyone who might borrow money. The general
cconomic law that “as supply increases, price
decreases™ applies to the supply of money as well
asto the supply of any other commodity.

If all these groups stand to lose by the intro-
duction of a poison pill, why are such pills intro-
duced: Someone must gain by their introduction.
Otherwise, the poison pills would never be intro-
ﬁ)u::d; An casy way to find who benefits is to
. i: Who introduces them in the first place,

% a;s usually t'hc advocate that tends to ben-
of poisonagt}lrlnent is clearly the foremost advocate

3gcmcpl s. It does not take long to sce hov‘v
ton of 5 n _stands_ to be.ncht l?y the introduc-
e ofP:ISO{l‘ pill. Poison pl“S. decrease th‘c
Secessfy], o ;‘}stsfu] takeover. If a takcov§r 13

10 loge. jyair - igh percentage of managers stan
€Ir jobs.? Therefore, management takes

"y L

u“gt ;csfmpcrccm of top management lose their jobs within
Mjcl‘lel Cuf d takeover, according to one report. See
R, Jensen,  Takeovers: Their Causes and
2] ECoN. PERsPECTIVES (Winter, 1988), 39.
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action to prevent job losses by introducing a poi
son pill. : .

.I‘hus, it appears that management is working
against the interest of its shareholders by intro-
ducnr)g a poison pill. Yet some courts have upheld
the right of management to introduce poison pills.
In one case, the Delaware Supreme Court upheld
the right of management to restrict the right of its
shareholders to sell their stock,!0 an interesting
result in light of the fact that management is sup-
posed to be the agent of the stockholders.

Greenmail

Greenmail is seen in the popular press as some-
thing that is evil, a bribe that is paid to a raider to
prevent a takeover attempt from proceeding. It is
defined as

payment of a premium to a raider trying to
take over a company through a proxy contest
or other means. Also known as bon voyage
bonus, it is designed to thwart the takeover. By
accepting the payment, the raider agrees not to
buy any more shares or pursue the takeover any
turther for a specified number of years.!!

The raider is seen as being unjustly enriched at the
expense of the target company and shareholders.
Greenmail is a payment top management decides
to make to protect shareholders from a corporate
raider. It is seen as an evil, but the lesser of two
evils.

Greenmail payments do, indeed, stop takeover
attempts dead in their tracks. But an economic
analysis of greenmail payments raises questions as
to their propriety. Since the evidence suggests that
target company shareholders (as well as consumers
and the economy in general) tend to benefit by
takeovers, should management prevent a takeover
by making greenmail payments? Rarhcr.than pro-
tecting shareholders, it appears that making green-
mail payments harms s_harcholdcrs,‘ since it
prevents them from obtaining _thc bcncﬁts that 80
with a takeover—primarily an increase in the price
of their stock. Consumers arc also harmed, since
blocking a takeover prevents the new owners from

10 Moran v. Houschold International, Inc., 490 A.2d 1059,
aff’'d. 500 A.2d 1346 (1985).
11 Dictionary

of Finance and Investment Terms, 246.
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Lew Rockwe
mail very succinctly: e
Say you owned a small';lpartmcn{.l.w_l‘nld‘l?g l:n;?

digt.int city, and you hll’Ld a pr()tc;)’zr.)y'mh mbb
ager to run it for you. This person li :s t iC )”_,
and when someonc—an apartment “raider’
sought to offer you a good price for thc' build-
ing, the manager does everything p()s‘smlc to
prevent you from being able to congdcr thc
offer. And he calls the local mayor for a city
ordinance to keep the apartment “independ-
ent.” When all else fails, the manager takes
some of your own money and pays the poten-
tial buyer greenmail to look elsewhere.

This is exactly what’s going on in the
unfriendly takeovers we hear about. A takeover
attempt is only unfriendly to present manage-
ment, who risk losing cushy jobs. No offer can
be unfriendly to the owners of the firm, the
stockholders, who are free to accept or reject
the price offered,12
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taken over by - P

of the job. A
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ECNCrous severance pay,
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As takeovers become
“junk” bond ﬁnanu'ng
over even the larges COMPpanies, 1or
)? 4 !(}ﬂgcr protected ]’f-' W r;rking ;{};»%ar__
firm. iha,r, plus the fact thy abouyt ha* %
company’s top Management e o
the company three years aficr the takeoye,
a trcmt:’ndous‘ amount of anxiety zpq ?;~
Strong incentive to seek ways to PrOtect themg,
in the event of a takeover. 5

Briefly, a golden parachute is sex
tract to compensate high-level COrporate ofi;
when they lose their jobs if their Company i .;
over. Most commentators have seen such contrac
as shareholder ripoffs because the high-lev
employee benefits and the shareholders don't g
anything for their money. But this analysis is s
plistic. There is really much more invohed tus
initially meets the eye. There are circumstanc
under which shareholders can benefir by hag
the corporation enter into golden parachute cos
tracts with top management employees.

One beneficial effect of golden parachmc)zs.
tracts is that they can help reduce the cunﬁ‘xa".
interest that would otherwise exist between :}f
management and shareholders. Managtﬂ;:ﬂ:k“h
resist a takeover attempt that would be m; ¢ xbr
holders’ interest because they §tan;i11 to (::n i
jobs if the takeover is successm‘l; [c:;& Hawnt
working against the sharcholders l,,n-hutc il i
a properly constructed golden par r:tial conflit &
inate or at least reduce this pot e less B
interest because management ""‘:"m empt if 0
to attempt to thwart mkcol:ii-n parachut®
incomes were protected by goh "+ merely vt

The evidence suggests ! i;‘c < the <o ,;:
golden parachute contracts r:“.hcnt . :Lu
stock price by about 3 percen’ © © o qoun®
of the golden parachute ¢

Crance o

ontracts 8¢

MNE o
e 4o
s Mﬂl! T fut
13 Dictionary of Finance and " Sl Parac® | 8
4R Lambert and D. Larcket, Zﬂ Weslths 7 J
Decision-Making, am_i S,;’S"')
Econ. 179-204 (April, 1983):
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rise might be due to a perception of the
public that .1At\lkc0\'cr attempt is more
before, but it may also be because the
.« sces that the potential conflict of interest
“”rk,t. n management and the corporation hag
l’ct“wcdugcd:thus making the stock a better
!‘c?nctr:wnt. In all likelihood, both of these factors
;1“:‘66 somewhat of an effect on the increase in the
L-on1PJn.‘"S stoclf price.
since the evidence suggests that takeovers are
good for ‘hF stockholders of the target company,
as well as for the general consuming public, it
«ems logical that company and government pol-
icy should be to encourage top management to
negotiate takeovers that seem to be in the share-
holders” best interests. Yet some present policies
penalize companies and managers who enter into
golden parachute contracts and state and federal
officials are advocating placing further restrictions
on golden parachute contracts.!5 Since a properly
structured golden parachute contract reduces top
management’s conflict of interest, legislation that
restricts or prohibits such contracts actually works
against the shareholders’ interests, and the inter-
ests of the economy in general, since takeovers
tend to be in the consumers’ interest, too. The
logical solution would be to repeal legislation that
restricts companies from entering into golden
parachute contracts with their top management.
However, not all golden parachute contracts
resolve the conflict of interest problem.
Depending on how the contract is structured, it
May serve to make management more entrenched
than before, which tends to work against the
shETCholdcrs’ interest. A well-designed contract
‘\;’:‘cr::g:clf this p.otcntial conflict of interest
45 2 badly designed contract will do just the
OPposite,
rgg: (‘:ﬁ’hto make such contracts work hfor tttxg
€ Métmbe ¢ sbarcholdcrs is to extend t Cll:jl £
egoriariy rsthof top management who wou ¥
ter rcstrﬁct ¢ takeover and |mplcmcntlngldcn
Rachuyge courm.g. However, extending gOWho
WOulg o b‘;tr'auts to lower level managers v
involved in takeover negotiations

'I'hiS PriCC
m\,csxing
jikely than

¢ Interny

unt of
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| Revenue Code (Title 26 USC) limits the
4 golden parachute compensation that may be

® salary expense and places a nondeductible
on the excess, See IRC Sections 280G and 4999-
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woul . S dhtie ;
imcrithtg:;::;ii‘:i“”é‘:;l:n‘(;i’ llylstify on shareholder
Parachutes raises thc‘cmt (l)‘t'brl t‘()f)~ R e
making it less attractive ¢ i i
e bt O potential raiders, while
corporation, gc;§;r§§ll7<)llfilng bcr}ehrs e
awarded golden ar.nl-le (.,orp.,. L s
200 of its cxccuti‘:/cs‘ L\1lu'r'ehtlo'mnmS T Bers t‘h;_m
StOC el bt S, v1|.g' had to m-.jlkc .Bsnchcmi
il active to raiders.16 It is difficult to
Justity such actions on ethical grounds if the prem-
1s¢ is that top management should be looking out
for the interests of shareholders.

Another beneficial effect of golden parachute
contracts is that they make it easier to attract top
management. Golden parachute contracts are a
form of compensation, a salary substitute, an
insurance policy against job loss, and potentially a
supplemental retirement plan. Absence of a golden
parachute provision makes a job offer less attrac-
tive to a potential top-level manager, and since
golden parachutes are a form of compensation,
companies that do not have them would probably
have to offer higher salaries to entice potential top
managers to join the company.

But not all golden parachute contracts are in
the best interests of shareholders. While a prop-
erly constructed contract reduces the manager’s
conflict of interest, an improperly structured con-
tract will do just the opposite. If the golden para-
chute is too “golden,” top management might be
too willing to sell the company, so they may tend
to take the first offer that comes along rather than
negotiate a higher price for their shareholders.
Managers and board members who hold a great
deal of stock in the company will have less incen-
tive to take the first offer than those who own lit-
te or no stock, so the company might provide
incentives that encourage top management and
board members to own stock in thF company. Yet
der trading laws provide a disincen-
managers and board members
ck so that they will not be
ding. Offering stock options
appreciation rights that are
changes is one possible

present insi
tive, and some top
are selling their sto
accused of insider tra
and restricted stock
exercisable only if control
solution.

Those Executive Bailout Deals, FORTUNE
r 13, 1982).

léAnn M()rriSOl‘l,
82-87 (Decembe
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 ood chance of becoming uncmployed.

;l:r;rlzergg?;rhical issues arise bc_causc'of the inher-
ent conflict of interest that exists with top man-
agement in the event of 2 tgkCQ\’CF attempt. On
the one hand, management 15 hired to act in the
best interest of shareholders. But if management
does act in the shareholder interest, it stands to
become unemployed.

Because of this built-in conflict of interest, a
number of ploys have been used by management
to protect itself at the expense of the sharcholders,
whose interests they are hired to protect. One
such ploy is the poison pill, which can take many
forms, but which i§ always used to thwart a
takeover attempt—often in the guise of protecting
Ihf‘. sharcholders. Greenmail, a form of bribery
using shareholder money, is sometimes used as
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good for shareh
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group that stands t
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Several other, infrequen

need to be considered. Asid
who wins and who loses—the e :
some philosophical issues need :Oo?)omlc s
'Is it ever ethically justified to jn CfCOnsiqc,cd
individual’s right to buy or sell prgr ol
shares of stock, especially if no oncp cirty’ e
against? If consenting adults want o :n':cggr iy
contract to exchange shares of stock. s ixrmm
else’s business? America was foundcd’on thacnyqnc
ciple that individuals should be able to do &T:(
thcy_ want with their property and their lives with
out interference from any individual or institution.
Government, rather than being the institution tha
interferes, should be the institution that protecs
these basic rights.
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Environmental Ethics and the By

Responslbilities and Opportunitieg

i Introdmtion: Environmental

Lssues

Em-ironmcntal issElcs lpqn largc' in contemporary
lfe, at all levels of_dcc1snon~makmg. T'hey encom-
ass everything from personal decisions about
where to live and what car to buy; to a city coun-
s deliberations about whether to widen a road
or designate a park; to enactment of key national
environmental laws, such as the U.S. Clean Air
and Endangered Species Acts; to international
rreaties to enhance environmental protection,
such as the Montreal Protocol to phase out pro-
duction of ozone-depleting chemicals. Many
business decisions, such as whether to install new
pollution control technology or how to harvest
trees, also have important environmental ramitica-
tions. Key environmental issues include air and
water pollution; preservation of wildlife and wild
lands; population increase (locally, nationally,
internationally); global climate change; trans-
portation systems; agricultural practices; and
more.

Our environmental problems are the fruits of
success, a function of a century of tremendous
cconomic expansion. The twentieth century saw a
nearly 4-fold increase in world population, from
L6 billion to 6.0 billion, and an astonishing 35-
old increase in total industrial output and 25-fold
Ncrease in world GDP. The world auto fleet
;’L‘t::scgi from a few thousand to 650 million
-195, the number of personal air miles flown grew
‘i?;:rout:; 17 trillion miles per year, and world fer-

I5¢ jumped from one or two million tons to
wCah’E‘“;OS tons per year. Along with increased
increase i" productivity came a trcmcndf)us
ol fucln energy use. In just the past 50 )ftrlc:\rsa
tong Ofo,l“SC jumped from 1600 to 8500 million

il (equivalent).
2‘*?04]&,.“} Assistant Pr Philesophy,
m‘d'ﬁ‘tbﬁ A e quarof Py,

nd permission of the author.
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Increased economic activity and energy use, in
;::tr:l:;tl;‘t; :f)dtlt:)‘ ngfa\tly increased discharges of pol-
: ¢ air and water. From 1950 to 2000,
airborne Farbon emissions jumped from 1800 to
7(_)00 million tons annually, sulfur emissions
Clm'lb.cd from 30 to 70 million tons, and nitrogen
cmissions jumped from 7 to 30 million tons.
Tl]f:se emissions have been conclusively linked to a
variety of human health problems (one study sug-
gests that sulfur and particulate pollution causes 4
to 5 million new cases of bronchitis and half a mil-
lion premature deaths each year). Over the same
period, atmospheric CO; concentrations increased
from 315 to 370 parts per billion and the average
temperature at the earth’s surface increased one
degree centigrade, from 13.8 degrees in 1950 to
14.6 degrees in 2000.

The twentieth century also saw the birth of
many new substances for industry and war. In the
late 1890s, Henri Bequerel and the Curies discov-
ered radioactivity; mid-century witnessed the drop-
ping of two atomic bombs on Japan, and the first
civilian nuclear power plants in the U.S. and Soviet
Union; the century ended with world governments
struggling to decide how to safeguard thousands of
tons of highly radioactive waste, some of which will
remain dangerous for millions of years. While nine-
reenth-century chemistry largely worked with nat-
urally occurring substances, tens of thousand of
new chemicals were synthesized and brought into
commercial production in the nyc.nticth century,
many of them highly toxic. 350 million tons of haz-
ardous industrial waste is generated annu.ally, much
of it released directly into .thc environment.
Agricultural pesticide use has mcrgased 19 to 15
times over the past 50 years, making agricultural
lands killing fields for birds or mammals L!nlu%'ky
enough to live on or near them, and pclgsomng
groundwatcr supplies throughout the world.

Colorado State University.
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While it has been a great century for n()\'glt_\',
many old favorites have disappcnrcd. The t\.\'cntl_cth
century saw the extinction of numerous biological
species, with estimates ranging from hit :
thousands into the millions. According to one esti-
mate, tropical forests alone could account for

27,000 extinctions per year, given current rates of

forest loss due to logging, mining and conversion
to agriculture. Worldwide, forests once cov.crcd
40% of the earth’s land surface. That has declined
by 1/3 in recent centuries, with most of rhe\loss
occurring in the past 50 years. Only 1/5 of the
world’s forests remain in large, relatively natural
ecosystems. Conservation biologists expect these
trends to accelerate as expanding human popula-
tions appropriate ever more land for human uses.
At current rates, 1/4 to 1/3 of all species could go
extinct in the next 50 years.!

On the one hand, then, expanding human pop-
ulations and industries have greatly stressed the
environmental support systems that are needed by
human and non-human life in order to survive and
thrive. On the other hand, large sectors of these
expanding populations have the wealth and leisure
to look beyond their immediate needs, and see a
clean environment, uncrowded cities and towns,
and accessible parks and wild lands as important to
their health and happiness. This article explores
the question: How should business professionals
respond to environmental issues and decisions?
To do so, we must put business life in its proper
context.

11. Professional Goals

Most readers of this essay have entered a profes-
sion or a particular business career, or are consid-

IThe preceding three paragraphs rely on the following
sources: Lester Brown, et al., Vital Signs: The Environmental
Trends That Are Shaping Our Future (New York: WW.
Norton, 1992-2000). The World Bank, Entering the 21st
Century: World Development Report 1999/2000 (Washing-
ton, D.C.: World Bank, 2000). The World Bank, World
Bank Development Indicators (Washington, D.C.: World
Bank, 1999). Center for Biodiversity and Conservation at
the American Museum of Natural History, “Humans and
Other Catastrophes: Perspectives on Extinctions” (htep://
rcscarch.amnh.org/biodivcrsity/acrubat/cxtpubl.pdf
September 2000). Joni Seager, The New State of the Earthy
Atlas (New York: Simon and Schuster, 1994). The Econo-
mist, Pocket World in Figures (London: Penguin, 2000).
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wring newborn infants. People who define success
yholly in terms of money are mistaken. If they are
seriously mistaken, we call them immoral (\irhen
they harm others in order to pursue profit) or fool-
ih (when a single-minded pursuit of profit makes
them miss out on the good things in life).

Often, perhaps usually, the pursuit of profit
helps us improve our lives and the lives of others,
but sometimes that pursuit conflicts with our
other values. Most important issues in business
ethics arise out of such conflicts and out of our
atempts to harmonize the pursuit of profit with
lving good lives. These issues divide fairly neatly
ider two general headings: (1) Cases where,
“guably, we should limit our pursuit of profit,
bcc?}lsc it harms others. (2) Cases where we may
ecify ways to increase profits, or at least secure
feasonable profits, while improving our own livc_s
d the lives of others. (This second sort of case 1S
Sually lefr oyt of business ethics discussions; mis-
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Thc concept of rights applies fairly directly to
enwr?nn1ental issues in which a person’s or com-
pany’s actions affect another person’s health, hap-
pmess, or property. Consider an issue that has
recently become important throughout the rural
U.S.: the siting of new hog production facilities.
Raising hogs is a dirty, smelly business and as the
size of these facilities has increased, so have the
possibilities for air and water pollution, and a vari-
ety of other undesirable effects on their neighbors.
New facilities can be profitable, however. .thn
and where is it permissible to site a new facility?

Laws vary from state to state, and cv;n tr9m
no legal rcsmcn.ons andolﬂ:}hc answer is: respect
morally right thmgdto O from interfering with
your neighbors, an hrcha el e of thels
their rights to healt f ompfhcsc facilities can be s0
property. The Odorsd;rminc human health, an
pad that they un

ibili d this,
-+ esnonsibility. But beyonc
ienii i it m;?;d be able to enjoy dinner

your neighbors sh  ernoon, without having
:de on

outSldc 0

to flee 1M

n has to 1€aY nte ;
:125 and his "“5hbom,ight have to limit the iz




192 ‘
CHAPTER pyg.

Mmeasures to reduce
the price of being a
Nt people willingly pay.
: SO be a problem with
yplcally., hog wastes from larger
© decompas, s s oons ey
as fertilizer. This system cam et o108 ficlds
L . SYStem can work, if the lagoons
are c.are?ully built, sited and maintained: if |
Manure is spread over a large enough are : ;"fl't ]j
and not applied too often: and st ¢ ¥ Sl
around all streams. If thege N
ek D5 strc;m ?se stipulations are not fol-
many cases, careles A i et ol
thousands ’of fish S.OP'CI.'ator‘s‘ have killed geiof
downstream  from ot 5 _dcad zones™ miles
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‘Llcarly harm the interests of other people, pollut-
1Ng streams that run across their land or ruining
wells thaf they depend on for their drinking water.
Such sc'lhsh actions can ramify far beyond immedi-
ate neighbors to undermine important public
goods: a local river or lake can be an important
resource for the fishermen, hunters, bird watchers,
and schoolchildren from a wide area. It is wrong,
to degrade this resource for personal profit.

At this point, a skeptic might point out that vir-
tually all our actions have some environmental
effects, and that agricultural and industrial activi-
ties would grind to a halt if perfect purity were
demanded. This is a valid point, and no one can
expect to live in a perfectly pure world. So we
must set thresholds, some of which will be fairly
obvious. Someone who wants to be a good neigh-
bor will find a way to do this: making an honest
calculation about whether he owns cnougb land to
buffer his activities from interfering with their
lives; not pushing beyond the nu.mbcr of pigs he
can raise without also raising a stink. If you want
to be a good neighbor, consider the consequences
your actions have for others, widen your s.cnschof
responsibility to mc]u’clc ‘all the consequences t ag
impact other people’s important 1rlt_crcstsr—an”
pay attention to how they dci_mc important.
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of individual farmers raisin
time and spreading the
fields, we now have corporate-owneq
\Yhosc huge buildings house hundreq
times thousands of pigs. The ow e
itics site them where i.t 1S most convenien; acil.‘
IS never most convenient near their own nd j;
The new methods generate immenge proﬁtsotm iy
t::w individuals, and vastly greater Opporty e
for air and water pollution for their nt:ighh(,r:mcs
recent spill in North Carolina released 22 mil?‘. :
gallons of hog waste into the New River, rcsultIiOn
in massive fish kills and environmenta) "8
that will take decades to undo.

Any company that docs_busil}css in a locality
a member of that community. If it simply uses the
community’s resources without regard for com-
munity well-being, using up or degrading those
resources in the process, it acts no better than any
immoral individual. Such a company must be
rigidly disciplined by environmental (and other)
laws, enacted by those who are looking out for the
interests of the community. If a company persists
in violating the law, its corporate charter should be
revoked. Fortunately, not all individuals working
within corporations take such a predatory view of
business life. Individuals holding responsible posi-
tions within large corporations have tremendous
opportunities to do good, helping provide valu-
able products, services and jobs to communities,
while preserving and enhancing community health
and well-being (see the next section).

The ethical issue of individuals’ responsibilities
within large companies is a complex one. Who,
for example, is responsible when discharges of
toxic chemicals from a factory regularly exceed
legally permissible levels? Workers may claim that
it is up to the bosses to solve such problems,
while higher-ups may insist that they do not
know the details of how each factory is managed.
Mid-level managers, in turn, may feel strong pres-
sure to produce profits and thus to cut corners on
environmental protection. We must look at who
makes specific decisions and who carries them
out: these are loci of responsibility. Morc'broadly,
we also assert that if someone benefits from fhc
opportunities provided by a firm, he or she bears
some share in its environmental and Od,]c:
responsibilities. In other words, all members
responsible. In corporations that promot¢ SU
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L.m»imnmcnml fail-sate, rather than a method for
woiding rcs‘mns:lnl.lty.

: These considerations apply to a broad range of
c,,\-immm‘nml l.»usincss i§sucs. The technical issues
and pollutants involved in raising hogs are differ-
ent from those rfl;ttc«i to coal-fired power plants
or plastics factories. Yet the same basic principles
apply: know ic consequences of your actions, and
respect the rights of those whom your actions will
affect.

Those consequences extend beyond human
beings, of course. The shift from family farms to
large-scale industrial hog production has led to
real hardships for the animals involved. Pigs are
naturally sociable, curious, and highly intelligent.
Previously, they lived most of their lives in small
family groupings, and could root and explore out-
side for at least part of the year. In factory farming,
hogs are confined in solitary pens, often so tightly
that they cannot turn around. Many grow
depressed and listless, and engage in so-called
“stereotypic” behavior: senseless, repetitive
motions such as bar biting. The increased effi-
ciency and rationalization of pork production has
led to lower prices for consumers and higher prof-
its for large-scale industrial farms, but also to a
greatly decreased quality of life for the animals
themselves. Legally, the hogs are just property.
Their owners can and do treat them as they please.
But is this permissible morall Are we a better
society for having made this change?

IV. Personal Flourishing

So far, we have considered environmental restric-
tions on business: the rights of others limit w_hat
the businessman may do. But ethics is not just
about what we cannot do; it is about aspirations as
well as limitations. The greening of the cconomy
is opening up wonderful new opportunities for
businessmen, and businessmen with green inclina-
tions are in a position to do a lot for the environ-
ment.

Consider Sally Fox, who breeds naturally col-
ored organic cotton. Conventionally grown white
cotton uses large amounts of pesticides—more
than any other major crop—and dying white cot-
ton involves many toxic chemicals. Naturally col-
ored cotton can eliminate the need to dye cloth.

mmental Ethicy ]
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l.g-\' breeding long-fiber varieties that are suitable
tor modcrn garment making, Fox has made possi
Nc.l_ts widespread use. She has also opened up
exciting business opportunities, for herself and
others; her Natural Cotton Colours, Inc. recently
made $5 million a year in sales. By growing her
cotton organically, she plows some of her profits
back into sustainable agricultural practices.

Or consider Molten Metal Technology, Inc. of
Fall River, Massachusetts, the creation of
Christopher Nagel and William Haney II1. These
thirty-something entreprencurs raised $105 mil-
lion on MMT’s initial offering on the NASDAQ
exchange; currently, the company employs 300
people. MMT is using, and constantly refining, a
new technology called “catalytic extraction pro-
cessing” (CEP), which could revolutionize haz-
ardous waste processing and disposal. CEP utilizes
careful monitoring of the waste stream, extremely
high temperatures, and a molten metal base, to
recover useful materials from hazardous wastes. If
successful, CEP could replace conventional incin-
eration, which releases dangerous chemicals into
the air and creates residual waste that still must be
landfilled. CEP represents an important step
towards true recycling, and helps the environment
twice: once when toxins aren’t released in the
incineration process, and again when the materials
generated are resold and reused within industry.2

Such examples can be multiplied through all
sectors of the economy. They include housing
developers who cluster houses and preserve open
land, or who site and build their houses to mini-
mize energy use; and also real estate agents who
help clients set up conservation easements. They
include foresters who are moving away from envi-
ronmentally-damaging clear-cutting and returning
to selective tree thinning; and ranchers who are
experimenting with new methods to reduce the
effects of grazing, such as fencing stream courses
and moving herds more often.

: In all these cases, we see busincss—pcoplc mak-
ing money, while also changing environmental
practices for the better. In some cases they may
give up some profit—maybe a few more houses

2Fox’s and MMT’s stories, and those of many other envi
ronmental entrepreneurs, may be found in Steven Le i-
Eco-Pioneers:  Practical  Visionaries  Solpiy - 'rincr,»
EnvironmentalProbloms(Cambridge, MA: MIT Press, 1903
e .
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s of milli-ons of dpllars to develop electric
and hybrid electric /gasoline vehicles. Several years
g0, the CEO of British Petroleum broke with
other leaders in the ol industry and asserted that
global warming was a real problem that his indus-
try had a moral responsibility to address. B-P has
recently committed $1 billion to develop solar
power and wind energy. Not only is this the right
thing to do, but it could turn out to be more prof-
itable than defending the status quo.

But suppose it does not? Suppose that over Mr.
X’s tenure, British-Petroleum averages profits of
$10 a share per year and helps the world meet the
challenge of global warming, while during Mr. Y’s
tenure, Arco averages profits of $15 a share per
year and does so in part by rctarding_ an effective
response to global warming. Who will have suc-
ceeded here: Mr. X or Mr. Y? Or a.sk the same
question at the local level. VYho will have suc-
ceeded, the developer who b'udds the most beau-
tiful houses, the most cnvxronmcnta_lly-fncnd.ly
houses, the housing developments which sustain
the greatest sensc of community among their
inhabitants—or the developer who gains the most

: : >
Pmﬁt.&m::::ﬂﬁpcnd on how we define suc-

; Mo‘;;wc define success in terms of positive con-
L ions to society, we will get a very different

Wﬁe s if we focus primarily on money. Since

i ns do, in fact, affect society in
seems sensible to widen our
cess to encompass our effects

PROFESSIONS

V. Community e"‘ﬁ"gr";’,’;,
| g i
l.(c.-apcuing the rights of others, ang Pay 5 ,i V‘l‘,,nu.
tion to our own well-being, |ead ”M.‘l'l'";l g, ’“ﬂuﬂi”yu
account which puts it al together: (h" Y 16 4 W g
and the political; the “thoy shalt nogg» 0N, HOf 5 owa
ug(’). for its.?’ .lt leads naturally 1o the m’::,‘" the g ‘g‘,«,(
!>1|§lllc§s activity that promotes co"hm,m[v“{ln o ,ri’i“s‘k(;u"'
ishing in a healthy environment, s g " a2
What would an cnvimnmcntally COnsci “’"w:,n“
lmsinf:ss%‘ricruily cconomic  system Iuoku;;;“.‘ M ,“A“‘,(
Ccrtmnl)‘f it would include strong cnvimnmen:‘ Gve f‘,’:d,r
laws dcsng,ncd. to protect human health and big. ;muﬂnl 5l
logical diversity, for current and future gcncr;. Just 2 [ t
tions. Beyond that, it would be a system wher, and Jbgcal
most people, including most business leaders, el w2 flu
an environmental ethic which led them 1o actively watc! R )
promote environmental values, Key values woylg sotic OF
include sustainability, land health, and ecological jrer the
integrity. rosynthests
Sustainability is the ability of a particular and COmF
human activity to continue indefinitely withogt SPCCiCS o
depleting resources or damaging the environment. Healthy

Sustainability can also refer to the lifestyles of par-

versity and
ticular groups or whole societies. The focus is on

valued by |

preserving resources which future generations will in the piec
need. For example, mainstream farming practices may supp
in the U.S. are largely unsustainable: they erode hundred s
soils faster than they can be replenished, often insects—w
depend on water inputs which deplete aquifers for fuel ar
faster than they can be recharged, and apply fertil- hiking, swi
izers and pesticides so heavily that the runoff pol- do. this: su.
lutes streams and rivers. Alternative farming not under,
methods seek to limit soil erosion, avoid some preserve |
harmful chemicals altogether and limit applica- pollutant
tions of others, and reduce the pollution associ- ks 5
ated with agricultural production. They thus work e i‘m
to keep the land producing food and healthy pop- | “_P_ €).
ulations of non-farm animals, in perpetuity. . 51.m
The example shows that sustainability involves rtn{ Stay |
numerous factors, and is a matter of degree. P An g,
Current world energy policies are obviously s sﬂ:f Oungj
tainable, relying primarily on a one-time drav b or for
down of fossil fuel reserves while generating mas: ; ™ valy
sive amounts of air and water pollution- _°htw¢|y
“Scrubbers™ on industrial smokestacks, more mass n b 4
transit, more efficient automobiles, and more :Pply <o
stringent regulations on mining and oil extraction tmg. &
can all lessen the environmental ettects of encrgy Wrog :
use. But to be truly sustainable, we must move Peg




mwards new tc,({];](-)log-ilcs thaF are less pollutin
] CrlYCHCEC o - wind and syp ow

! 1 perhaps hydrogen cells. We must g, oy ver,
Junities that use less energy: where Wcsﬁn
walk, bike or take Mass transit o work sohs oln
chopping and recrcanon'_al areas. ()bvious]y, t(;
move towards truly sustainable energy use, bysi-
1eSSES, governments and consumers wil] 3| have to
work togcther, .

gustainability 1s necessary to preserve the long-
term economic produc'nvlty of the land. Ap exclu-
gve focus on economic productivity, however. is
insufficient. We also want to preserve land heu}th
just as a healthy human being is free from disease
and able to perform his characteristic functions
well, a healthy forest or stream is free from air or
water pollution, excessive siltation, or invasion by
exotic organisms. Such stresses impede or radically
alter the systems’ natural functions (such as pho-
tosynthesis or production of new plant growth)
and composition (often eliminating sensitive
species and simplifying biological communities).

Healthy ecosystems provide both natural biodi-
versity and a wide array of products and services
valued by humans. A healthy thousand-acre forest
in the piedmont region of Georgia, for example,
may support dozens of species of trees, several
hundred species of birds, thousands of species of
insects—while also providing humans with wood
for fuel and building materials, and recreational
hiking, swimming, fishing and hunting. And it can
do this sustainably, forever, as long as humans do
not undermine its healthy functioning. In or@cr to
preserve healthy ecosystems, we must limit our
pollutants and avoid taking too much at once
(overharvesting trees or overhunting deer, for
example).

If simplified ecosystems are managed well, ;hcy
may stay healthy for humans and a reduced biota,
femain stable and resilient to stress, not pollute
S}]rrou“ding ecosystems (C.g-, not dllf.nP excessive
silt or fertilizer in streams), and continu¢ to per-
Orm valuable ecosystem services. Because sor;:iz
elatively intensive land use is necessary gkt to
“n be done better or worse, it makes sense

a : : implified ecosys”
PPly concepts of land health to simp ~lmpliﬁcation

and
comn

ms. At the same time, excessive SIMPU o
to extinction O

atural communt®
ral resources

Lross a large landscape leads
;Pc‘:“* and loss of characteristic 0

(‘aj‘ oy ) } )
" 0. E ] L nt t C.
aro ny l“)n (74 ﬂl E ]i S d
an the

) o ¢
Usiness Professiong;

195

¥ou g andsc;apes with their full comple-
IVE species. In a recent “State of the

Parks” report, Parks Canada def; :
integrity as “the conditi e Topa
Parai : dition of an ecosystem where
" s fucture and function are unimpaired by
a;‘(rimsf:l:ause}i StrCSSC.S, and the biological diversity
: porting processes are likely to persist”

Y"lthogt excessive human interference. Ecosystem
mteg_rlty _thus includes the notion of land h'ealth,
l?ut implies a greater measure of wholeness and
freedom from human manipulation.3

Integrity is a key environmental ideal because it
encompasses the full preservation of biological
diversity, including individual organisms, species,
natural communities, and the ecosystem processes
which have created and sustain them. It includes
the radical notion that some places should be left
alone, to be what God or nature makes of them.
Some of our fiercest environmental battles are
being waged around the issue of whether to
exploit or preserve wild lands. For example, energy
companies want to drill for oil on the coastal plain
of the Arctic National Wildlife Refuge, in northern
Alaska. This area is a remote, largely untouched
wilderness, supporting huge herds of caribou and
musk oxen. Should one of our last, best, wilder-
ness areas be developed to provide oil for the
world industrial economy, jobs for oil workers, and
profits for Exxon and Mpbil? 3

A business community that values ecological
integrity will be willing to forego rc'souruc.extr;u
tion and development in some wild areas. For
DuPont chemical corporation
d plans for a molybdenum mine on
Georgia’s Okcefcnol'«:c swamp,
degraded water quality at one of
|dlife refuges. In an act of

example, the
recently dropped
the outskirts of
which might have degra
the nation’s premicr Wi

ic i F Canada’s National
Ecological Integrty of Cfma '
o) (l)_l;m't’:;aired }:Jr Future Gmmzmm?‘ Conserving
g ical Integrity with Canada’s National Parks
(E;;Q'J/‘/parkscanada.pch.gc.ca/parks, September 2000).
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Lorporate states anshij D
land ar cost, mll;:l:ll;';;?: ;I))clrllll:)m = S L
Okeefenokee possible.
Just which lands to protect
develop, and how much of the overq]| landscape to
preserve, are difficuly questions which dety precise
answers. Many environmentaljsgs argue that rl;c
dmount of land devoted to human pse g alread
too high, and that both “biotic justice” and )1/
fuller account of human interesgs demand tha‘t
more land be dedicated to wild nature, We

and which to

State or national park Systems. As with sustainabil-
ity and land health, we wil] make more progress
towards preserving ecological integrity if business,
government, and individual citizens all recognize
this as a valid goal and work to secure it.

Conclusion

Over fifty years ago, Aldo Leopold wrote of the
need for a “land ethic” to guide human beings
towards a more just and sustainable life on earth:

All ethics so far evolved rest upon a single
premise: that the individual is a member of a
community of interdependent parts. . . . The
land ethic simply enlarges the boundaries of
the community to include soils, waters, plants,
and animals, or collectively: the land,

Can you imagine living your life, making busi-
ness and personal decisions, as if you were a mem-
ber of such a larger community? As if the
continued existence and flourishing of all nature’s
creatures was your responsibility? Of course, this
would limit your freedom of action, in some

Discussion Questions AN
: : i 1 ¢
L. According to Cafaro, why should businesspersons be go,numc;i] Mld!] l:c e
ment? In light of his reasoning, do you think all professionals shoulc
with the environment? .
i ; ot justin
2. Describe why Cafaro believes that business success must be -dsscisjcga?ion; opuchis
terms of money or profit but in a larger context, including conside
Do you agree with him?

anent protection of

:IWN)PhSSH)NS

improy OMinge

wild natyre also grcsc:\:sur . For p’::cdnlfmI
nities to know and apprcc:tdcn hh x rlr?Q
‘fc'sth.etlc, scientiﬁc, rccrcatioril s “O”}
CXperiences, Which e part of \‘v}:nd $Pirityy)

1man. Once we gey beyond looking .. Makes
plc' as simply “resources” for oyr -, P
€njoyment, we cap BEt more g o g
them., Something similar might holg4 o8 vith

tionships to wild Nature, N,
Regardless of whether or o, we

- o ; ; ext
notion of community to include nop < ou

el -humg
membership in human Communitjes "

: il : means we \;

have to consider Cnvironmental jssyes in [crms‘]l:,
- - - 0
a larger, common good. It would pe foolish

minimize the difficulties ang complexities o
meshing business life with, environmeng| <oncerp
In particular, there is an inherent contradictior;
between businesses’ desires to expand and cgp.

natural world, in the name of sustainability, lang
health, and ecological integrity. Some industries
can stimulate demand and increase profits with ir.
tle or no ecological damage: if people spend more
on compact discs, books or telescopes, no great
harm is done to the environment. Other industrics
cannot expand without doing environmentl
harm: the large oil and automobile corporations
will have to completely transform themselves,
before their increased profits do not also register as
decreased environmental quality. This means that
society must accept slow-growth, no-growth and
even negative-growth economic sectors, and mdx;
viduals must redefine their “pursuit of happiness
in important ways, in order to protect the cmnl-’
ronment. Clearly we will need to do so sooner (11
later, if we are to preserve a wprld fic for hurfl: ¢
habitation, and reap the benefits of a century
cconomic progress.
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CaSCS
case 571

5 _several steel companies in the Pennsylvania towns of Beav
1“”8“" “shut down (literally) overnight. No warning was
Ahth.lm”flw communities in these towns were devastated. While some families were
workers. ove and find work elsewhere, many lost their homes and were reduced to liv-
rdwlc u; “\: the poverty level. Later that year, after other similar shutdowns, President
be l:L,:)Signed into law the requirement that companies must give at least a 30-day
E&:?:L‘ to employees before a permanent shut down.

: er Falls, Beaver, and
given to the thousands of

1. According to Freeman’s .srakgholgicr. \'ie\y, what principle qt‘ moral}ty did the steel
l companies violate? Why is Fl‘llS principle 1m.por‘t‘anF, ac‘c.ordmg to”I'rccnmn, and why
would it be acceptable behind a contractarian : veil of 1gnc:ranc.e 2
). While Freeman’s view requires an adjgstmcnt in thc CEO’s .atntudc tox.\'ar:i stake-
: holders, does this attitude always require companies to c.ontmu; (?pcr;tmri. o o
3. Suppose a CEO attempts to morally justity \.Jvha.t he d;]d in nortb?ls{tu c?] ié)\vigw? :
How would he argue and what moral theories could he use to back up
> .
o WOUI'd ‘be Yf)“'r rcs~p (')nse. ice enough warning? Many companies argue that it
4. In your opinion, is a 30-day notice enoug B o s o
is too much because the workers will quit and profits will g
opinion?

Case 5-2

itself as ¢ anization that works to
- e ey “Sc!f = Afl']n:):ﬁ;?ana and the laws that are
minimize the harm associated with the COl]Sllm.p-thl? l(t)h sl st g ;mti
intended to prohibit marijuana use. It has public hedblic %] S ;{d\'oc;;t.c:aiq—
ocietal goals (to mention some). Of its golals for put 98 o g mcluu{ i
both W laws as well as medicinal uses of |.narlluana: B ey ic&g
g revenue for the cconomy by taxing marijuana bus;xin;"y, T SO‘I-']‘Ct’)commit
U cultivation of industrial and environmental hc.mp'. g acli\'"‘“_"s)mmc
8neral inclyde holding individuals accountable for axthc. o of organie
“Me under the influence of marijuana and reducing
$ociated with the selling of marijuana.

;‘ ACCOrding to Schlossberger, is the MPP an orgi‘u;lszdi

* B the perceived good of the MPP truly a 800L,0 .
“n it be faylted for pursuing an illegitimate gof the
N your Opinion, is the MPP’s understanding ©

;
vhv nots
e VAR OF W e ot
O ced by SchlossberBer
SCUS! ?
-
4| correct:
! reral €0
d-in-get
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ROFESSIONS

CHAPTER FIVE: BUSINESS AND THE PF

Case 5-3

Jim sells stereo equipment, and he is good at it. He prides himself in hig te

knowledge of stereos but also in his good reputation. §‘cl|mg the l‘?ght "‘l“ipmcnn
meet the needs of his customers is im'purmm to him. S()mctu'ncts Inp t:ccls Zuilty \v}?
he sells a product he knows has certain flaws or pml»lcx‘ns or is just mtgrinr, y
Nevertheless, he bites his lip and lets the customer d.cudc, rc.tr‘nmng from sharing hi
knowledge about the problems. He is rcqui.rcd by hfs supervisor to do this. Initia\llvls
brought this point up at a sales mccting:.H}s supervisor responded by pointing oy
it is permissible to withhold this kind of u}t()rmnnon hcc.msc' anyone can find gy

which product has problems by reading Consumer Reports. Jim understands thig Point

Chnigy)

en

thay

but it leaves a bitter taste in his mouth.

1. Elaborate the conflict between Jim and his supervisor. Is this conflict over impor-
tant moral principles or is it just a conflict of feelings?

2. While Jim seems to understand his supervisor’s point, can you help Jim think of a
principled way to tell where paternalism ends and consumer autonomy begins?

3. Do you think Jim has a moral obligation to inform his customers about potentiy|
flaws with the equipment? What moral theory (or theories) support your view?

4. Jim’s disagreement with his supervisor seems to reflect the concerns brought up
by Freeman. Explain why this is so. Might it also reflect concerns raised by

Schlossberger?

Case 5-4

Competing in the computer market is like walking in a minefield. Peter Wells knows
this all too well. As CEO of Computer Logistics, he has managed to avoid most of the
problems that other companies cannot avoid. Unfortunately, Peter is faced with a very
difficult problem: the conglomeration, Computers-R-Us, Inc., is attempting to take
over Computer Logistics. Peter is worried that they will succeed. He knows what will
happen to him if they succeed: he will be fired. Unfortunately, Peter does not have a
pension parachute, so he stands to lose his livelihood. In a last attempt to thwart the
takeover, Jim hires an attorney who is an expert in these matters. She describes a finan-
cial scheme to make Computer Logistics less attractive. Peter is to create a poison pill
by issuing a new preferred stock that gives shareholders the right to redeem it at a pre-
mium price after the takeover (if it is successful). While the attorney is confident that
this will work, Peter is skeptical. Aware of his skepticism his attorney assures him, “Just
take your pill and everything will be all right.”

1. If the takeover is successful, why will Peter (probably) lose his job? What sort o_f
preventative measures could he have taken before he accepted his current position”

2. It Peter follows the attorney’s instructions, will he be acting in the best interest of
the stockholders? In the light of your answer, will he be doing anything unethica ?)
What would McGee say? What would Freeman say? What would Schlossberger st

3. Are there other options, described by McGee, that Peter might have available 0
him? If so, would they be ethically acceptable:

Case 5-5

Many residents Of: HON\CWOOd, USA, oppose the development of a hog prOCCSSi“g,
plant. The p}ant, if greatc;:d, will process 5 to 6 million hogs a year. The developer “'?tcs
the economic benefits of the plant including much-needed jobs tor Homewood rest

LIS

Hom¢ wOO!

the ho& P.:
the compet
Xcgordini—'v
;xm'\' do. V
have any r
How migh
Pl.mt?
would the
lying t0) tk
he were 1m¢
Recalling tl
their duty 1
from and a
leaks into t

give?



