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New Insights in Applied
and Business Ethics

EDITORIAL

Tuomo Takala, Editor in Chief

New EJBO (No 2, 2008) is in the Net.
This EJBO’s new number is a Special Is-
sue.

Current EJBO considers many relevant
themes around ethics, business, and lead-
ership. The issue is also a new opening; it
is made cooperation with Jyv;'iskyla Uni-
versity, School of Business and Econom-
ics [with EJBO], and Queensland Uni-
versity of Technology (Luca Casali). The
papers published are reviewed presenta-
tions from AAPAE 2008 conference on
business ethics. We have here eleven good
papers, which are vivid examples of ac-
tual themes of business and ethics.

Let me take some examples:

Alpaslan, Green and Mittroff write
about and rhetoric and corruption. The
field of rhetoric provides unique ana-
lytical frameworks for understanding the
role of language in moral reasoning and
tools to study and predict corruption. Ar-
istotle’s rhetorical appeals (pathos, ethos,
logos) are one of several such rhetorical
tools and frameworks. In this paper, they
use these three rhetorical appeals to focus
attention on the role and power of lan-
guage and conversations in moral reason-
ing and corrupt behavior. In general, they
advocate studying managerial conversa-
tions, focusing on how different rhetori-
cal strategies influence moral behavior
and its justiﬁcations’

J Sautter, Brown, Littway and C. Saut-
ter investigated whether or not there is
a correlation between studying business
and the manifestation of personality char-
acteristics that could lead to unethical be-
havior. Substantial academic literature
and research has documented that busi-
ness students tend to cheat more and act
in a more selfish manner than the general
undergraduate population. They looked
at two underlying personality character-
istics that would likely lead to unethical

Vol. 13, No. 2 (2008)

behavior by comparing the respective
rates of these variables between different
undergraduate majors.

This study has shown that there is no
larger difference between business and
non-business students. However, it does
indicate that at least among business stu-
dents, finance students in particular have
a strong likelihood of possessing those
qualities which may lead to unethical
decision making‘ More research is neces-
sary to test further the notion that busi-
ness school pedagogy may be altering the
personality characteristics of students.
Panel data tracking students over their
four years of study is the most important
feature that a future study must employ
to arrive at a better test of the effects of
business pedagogy on students. They
are sure that in the sample of students,
finance students manifested those per-
sonality traits which would lead them to
make decisions that value individual self-
interest over group—centered outcomes.

McGhee and Grant state that a review
of the relevant literature recognised sev-
eral characteristics that permeate discus-
sions on spirituality. This paper’s premise
is that these characteristics inform an
individual’s choice of values — they form
a type of regulative ideal. The model de-
Veloped explains the link between these
values and virtue and therefore ethical
behaviour in the workplace. The values
frameworks developed recently in the
spirituality literature specify those things
a spiritual person perceives as worth hav-
ing, getting or doing’ This paper contends
that these values, particular to spiritual
persons, contribute to the ﬂourishing of
individuals and therefore lead to the ac-
quisition of virtue. Spiritual persons are
likely to be ethical persons. Such individ-
uals are likely to be of signiﬁcant benefit
to their organisations.
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Using a Rhetorical Framework

to Predict Corruption

Can Murat Alpaslan
Sandy E. Green
lan I. Mitroff

Abstract

The field of rhetoric provides unique
frameworks and tools for under-
standing the role of language in
moral reasoning and corruption.
Drawing on a discursive understand-
ing of the self, we focus on how the
rhetoric of conversations constructs
and shapes our moral reasoning
and moral behavior. Using rhetori-
cal appeals and a moral develop-
ment framework, we construct three
propositions that use variation in
the rhetoric of conversations to
identify and predict corruption. We
discuss some of the implications of
our model.

Keywords

Ethics, rhetoric, corruption, moral
development

Corruption, Rhetoric, and the Self

Anand, Ashforth, and Joshi define cor-
ruption as ‘departure from accepted soci-
etal norms” for personal or organizational
gain (Anand, et al., 2004: 40). According
to Windsor, corruption reflects “a failure
of moral regard for the public interest or
the commonwealth in favor of illegiti‘
mate personal interest” (Windsor, 2004:
141). Banfield defines corruption as, “a
socially undesirable deviation (or decay)
from some ideal, norm or standard” (Ban-
field, 1975; Windsor, 2004: 141). Lange
defined it as“the pursuit of individual in-
terests by one or more organizational ac-
tors through the intentional misdirection
of organizational resources or perver-
sion of organizational routines” (Lange,
2008: 710). According to the Merriam-
Webster Dictionary, corruption means
"impairment of integrity, virtue, or moral
principle", and is synonymous with im-
morality’ Corruption related concepts in-
clude fraud, white-collar crime, employee
deviance, corporate and organizational il-
legality (see Baucus and Near, 1991; Da-
boub, et al., 1995; Payne, 1980; Reiss and
Biderman, 1980; Robinson and Bennett,
1995; see Rossouw, 2000; Szwajkowski,
1985). These definitions and associations
suggest that “corruption” implies devi-
ance from moral values, and often raises
questions about the morality or values of
individuals, groups, or organizations that
engage in corruption.

Within the management field, there
are several theories of ethical decision
making (Dubinsky and Loken, 1989;
Ferrell and Gresham, 1985; Hunt and
Vitell, 1986; Jones, 1991; Rest, 1986;
Trevino, 1986). Many of these theories
examine the psychological processes the
decision maker must perform to behave
morally, the individual and situational
factors moderating these processes, and
the characteristics of the moral issue (e.g,,
Grover, 1993; Jones, 1991: 370-371; e.g,,
Rest, 1986: 3-4; Trevino, 1986; Weaver, et
al., 1999). Although these theories have
increased our understanding of ethical
decision making in organizations, they
fail to generate robust explanations for
unethical behaviors such as fraud, lying,
deception, and corruption (Grover, 1993:
478; Windsor, 2004: 136), and how these

Vol. 13, No. 2 (2008)

behaviors may spread to other individuals
or become embedded in organizational
cultures (Ashforth, et al., 2008: 671).
Recently, Anand et al. argued that cor-
ruption in organizations is explained in
part by the rationalization tactics (e.g.,
denial of responsibility and injury) collec-
tively employed by organizational mem-
ers committing these behaviors, and in
part by socialization tactics (e.g,, coop-
tation and compromise) that persuade
newcomers to accept these rationaliza-
tions as well as associated corrupt prac-
tices (Anand, et al,, 2004: 39). Many of
rationalization and socialization process-
es in organizations are expressed through
language, and as Anand et al. argued, “one
of the most important factors that abet
rationalizing and socializing is the use
of euphemistic language, which enables
individuals engaging in corruption to de-
scribe their acts in ways that make them
appear inoffensive” (Anand, et al., 2004:
47). Understanding the role of language
in ethical/unethical decision making is
important because our language shapes
both the world and our selves (Burkitt,
1991; Mead, 1934; Peirce, 1992; Quinn,
1996: 1135; Taylor, 1989). Studies, for
example, suggest that the language of
neoclassical economic theories may make
students who are exposed to this language
less cooperative (Frank, 2004: 155-178;
Frank, et al., 1993). Thus, examining the
language used in managerial conversa-
tions may help us understand the effects
of an organization on its members, and
why otherwise ethical members of an or-
ganization engage in unethical behavior.
In order to further our understanding
of the role of language in ethical/unethical
decision making by individuals in organi-
zations, we use a rhetorical framework.
The link between rhetoric and ethics has
been stressed both by the sophists and
by philosophers such as Socrates, Plato,
and Aristotle (Herrick, 2001). Mod-
ern rhetoricians defined rhetoric as “the
art of reasoning together about shared
concerns” (Booth, 1988: 105). Rhetoric
influences the way we make judgments,
and making moral judgments is a main
component of ethical decision making
and behavior (Aristotle, 1991; Rest, 1986;
Solomon, 1994). Within our framework,
we view the self as a product of symbolic

http://ejbo.jyu.fi/
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exchange (Booth, 1974; Mead, 1934) and as an expanding web
of conversations (see May, 1996; Sandel, 1998). Specifically, we
argue that conversations shape the self and what the self comes
to perceive and label as acceptable or corrupt behavior; put dif-
ferently, the rhetoric of these conversations persuade the self to
make a moral judgment that a particular action, whether in the
past, present, or future, is ethical or unethical (Aristotle, 1991;
Nienkamp, 2001).

In the following sections, we first describe the role of language
and conversations in constructing and shaping the self and its
moral reasoning. Second, we develop a series of propositions to
identify and predict corruption. Speciﬁcally, we propose that the
self’s propensity to engage in corruption, i.e., to deviate from
moral values, is shaped and influenced by the rhetoric of con-
versations the self is exposed to. We conclude the paper with a
discussion of methodological implications,

Corruption, Rhetoric, and Moral Development

From a rhetorical perspective, the varieties of conversations that
construct and shape the self are influenced by social interactions.
For example, children have most of their social interactions with
their immediate family. Thus, during childhood, the self is usu-
ally exposed to a small variety of conversations. Exposure to a
small variety of conversations reflects the moral immaturity of
most children compared to most adults. This is consistent with
most legal systems, which hold children to a lower standard of
moral reasoning than adults. As children grow up, friends, teach-
ers, and neighbors are added to the variety of conversations sut-
rounding the self. Thus, during adolescence, the self is exposed
to a greater variety of conversations than during childhood. As
the variety of conversations increases, and the self transitions
from childhood to adolescence, parents, teachers, and the larger
community expect increases in the sophistication and ability of
the self to apply moral reason appropriately. Similarly, the tran-
sition from adolescence to adulthood is marked with a further
increase in the variety of external conversations. These conver-
sations are characterized by the self’s broader social commit-
ments to work, family, the community, the environment, the
future generations, and other fellow human beings the self may
never meet. In short, as the childhood self develops first into
the adolescent self and then into the adult self, the variety of
conversations that shape the self increases.

During childhood, the self is more likely to be shaped by a
few conversations (i.e., conversations with close and immediate
family), During adolescence, the self is shaped by a moderate
variety of conversations (i.e., conversations with family, teach-
ers, and friends). During adulthood, the self is shaped by a large
variety of conversations. As the self develops to include a larger
variety of conversations, some of the conversations that shaped
the self in the past become internalized or part of the self. The
process of developing and including earlier levels is typical of
most theories of development in general and moral development
in particular (Gilligan, 1982; Kegan, 1982; Kohlberg, 1981; Pi-
aget, 1977).

Rhetorical appeals. Rhetorical theory provides a potentially
robust framework for measuring and connecting the variety of
repeated conversations or social interactions that characterize
the developing self with the type of rhetorical appeal. For ex-
ample, pathos, logos, and ethos are appeals that resonate with
particular forms of conversations (Aristotle, 1991; Bizzell and
I—Ierzberg, 1990; Green Jr., 2004; Herrick, 2001; King and Ku-
gler, 2000; Nohria and I—Iarrington, 1994). Pathos persuades by
eliciting emotional responses, ethos persuades by appealing to
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social mores and values, and logos persuades by appealing to the
instrumental, analyzing mind (Green Jr., 2004: 659-660).

Logos

Ethos

1/

v
Figure 1. The Developing Self and Rhetorical Appeals

As the self develops, the conversations that shape the self be-
come characterized by different rhetorical appeals (see Figure
1). For example, conversations that shape the self during child-
hood are often predominated by pathos appeals because most
children act more emotionally than adolescents and adults.
Similarly, during adolescence, conversations that shape the self
are predominated by ethos appeals compared to the conversa-
tions during childhood, and most adolescents begin to learn
the mores and customs of their community during this period.
Conversations that exhibit pathos appeals do not disappear
entirely during adolescence because the self develops and has
a greater capacity to include a greater variety of conversations.
Finally, during adulthood, conversations that shape the self are
predominated more by logos appeals, and most adults behave
more logically than most children and adolescents. Similarly,
pathos and ethos conversations do not disappear entirely during
adulthood because the self continues to develop and can include
a greater variety of conversations.

In general, conversations that shape the self include one or
more of the three rhetorical appeals: pathos, ethos, and logos.
Although there may be infinite numbers of conversations char-
acterized by different ratios of pathos, ethos, and logos, for the
sake of brevity, we will focus on only three ideal types. (1) pathos
predominated (logos and ethos appeals are weak), (2) ethos pre-
dominated (pathos appeals are moderately strong, logos appeals
are weak but gaining strength), and (3) logos predominated con-
versations (pathos and ethos appeals are moderately strong).

These three ideal types also resonate with conventional the-
ories of moral development (Gilligan, 1982; Kohlberg, 1981).
The choice of these types and the sequence in which they are
presented reflect an increasing variety of conversations, a devel-
oping self, an increasing ability to empathize with others or to
take a greater number of perspectives, and hence, higher levels
of moral development and lower levels of corruption (Kohlberg,
1976). Note that as the self develops, earlier rhetorical appeals
that shape the self do not disappear. For example, ethos predom-
inated conversations include a moderate proportion of pathos
appeals, and logos predominated conversations include propor-
tions of pathos and ethos appeals.

http://ejbo.jyu.fi/
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Pathos predominated conversations, Pathos predominated
social interactions are often characterized by a few variety of
conversations. For example, the self below a certain age rarely
interacts with others outside the family, thus childhood exposes
the self to a few highly repeated conversations such as those
with family, These conversations often involve pathos appeals
reﬂecting the emotions and passions of a highly attached self,
and the self internalizes these conversations on morality not
through rational reasoning, but through emotional attachment
to parents (Rawls, 1999: 405-407). At this stage, moral behav-
iors and actions are often shaped by parental love, the fear of
the loss of parental love, and feelings of guilt, fear, and anxiety
(Rawls, 1999: 405-407). Since most interactions of the self have
underlying emotional/ pathos commitments, there is little room
for other appeals in the self’s conversations.

At this stage, the self is shaped mostly by pathos conversa-
tions, and is less conscious and inclusive of others. Thus, it can
empathize with or take perspectives of a select few. For example,
due to the lack of ethos appeals in its conversations, the self is
often not fully conscious of its web of commitments or consti-
tutive attachments to society; thus, the self cannot construct or
participate in a shared or societal viewpoint (Kohlberg, 1976).
Similarly, due to the weakness of logos appeals in conversations
the self is exposed to, the self is often unable to differentiate fully
between short and long term, or genuine and apparent self-inter-
est; thus, the self rarely reflects on the larger or the longer term
consequences of its actions and decisions for itself and others
(see Hinman, 2003: 107). In short, the self whose conversations
are predominated by pathos appeals has a narrow definition of
the self and community, does not identify with many others, is
at a low level of moral development, and lacks empathy.

At low levels of empathy or perspective tal(ing, that is, in the
absence of a variety of conversations that constitute and shape
the self, moral reasoning is self-centric and moral principles are
grounded in selfish needs (Gilligan, 1982:73; Kohlberg, 1976).
The self does not mind or care when the pursuit of its inter-
ests hurts or is unfair to others (Duska, 2000). The goodness or
rightness of an act is decided by the strength of internal needs,
and this decision is questioned only when the self’s needs conflict
(Gilligan, 1982: 75; Kohlberg, 1976). The pathos predominated
self avoids corrupt behavior when it fears the voices of authority
and the negative consequences that result from corruption, such
as reprimand or embarrassment in the eyes of family (Rawls,
1999: 407). At this stage, immoral or corrupt behavior means
disobedience to the voices of higher authority (Kohlberg, 1976:
34) and the “morality of authority” is needed to make the pathos
predominated self understand norms of reciprocity and the im-
portance of helping others (Rawls, 1999: 462-479).

In short, the self who is constantly exposed to conversations
that are predominated by pathos appeals will internalize and is
shaped by a few variety of conversations. Thus, it cannot empa-
thize with or take perspective of a great number of others. Its
limited moral reasoning skills and its lack of empathy ill‘equip
the self to grasp the kairos of many situations. As a result, the
propensity of the self to engage in corrupt behavior is high. We

propose:

Proposition 1: The self who is exposed conversations predomi‘
nated by pathos appeals will exhibit a high frequency of corrupt

behavior.

The pathos predominated adult is a product of a small variety
of conversations that include deep and extensive discussions
about moral issues and justifications, and tends to make busi-
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ness decisions such as hiring and ﬁring, based not on logos or
ethos considerations such as merit or fairness, but on pathos
considerations such as familiarity and social proximity (Hoop-
er, 1995: 371; Husted, 1998: 242). Thus, pathos predominated
conversations can be an indicator of cronyism, a corrupt behav-
ior characterized by “favoritism shown by the superior to his or
her subordinate based on their relationship, rather than the lat-
ter’s capability or qualification, in exchange for the latter’s per-
sonal loyalty” (Khatri and Tsang, 2003: 289).

Ethos predominated conversations. Ethos predominated so-
cial interactions or conversations are often characterized by a
moderate variety of conversations. At this stage, while the repeti-
tion of earlier pathos conversations in the self’s psyche decreases,
these conversations do not disappear because the self develops
and includes earlier levels. For example, if the self continues to
identify and interact socially with others outside of the family
such as those at school, then the variety of conversations the
self is exposed to increases further. The conversations or social
interactions with peers, classmates, and close friends are often
characterized by ethos or appeals to loyalty to the group. The
self begins to understand the norm of reciprocity and the im-
portance of interacting with others outside of its family. As the
self interacts with others outside its immediate circle, there is
more opportunity for ethos appeals to be heard in conversations
the self is exposed to. As a result, the self begins to internalize
the perspectives and moral standards of others with whom the
self does not have solely emotional attachments (Rawls, 1999:
409-411).

At this stage, the self is shaped mostly by ethos appeals, and is
more conscious and inclusive of others than the pathos predom—
inated selves. Nonetheless, due to the weak logos appeals in its
conversations, the self is still relatively more disengaged from the
larger community and equates rationality only with self-interest
maximizing or acting in the interests of his or her immediate
community ( Johnson, 1993: 126-149; Quinn, 1996: 1129-1130;
Rubin, 1998: 1714-1716; Solomon, 1992: 57-64; Taylor, 1989:
143-176). Self-interest, however, is not the same as the selfish-
ness exhibited by the pathos predominated self (Duska, 2000:
121). Rather, emotions or pathos appeals are sometimes seen
as impediments that divert the self from pursuing its interests
(Margolis, 1998: 57). Thus, at this stage, the self takes an instru-
mental stance towards not only others with who the self does
not associate, but also its own morals, passions, and peculiari—
ties (Taylor, 1989: 143-176). In short, the self whose conversa-
tions are predominated by ethos appeals hasa relatively broader
definition of the self, identifies with a broader set of others,
and is at a higher level of moral development than the pathos
predominated self. Nonetheless, the self still lacks empathy for
many others who may not affect or interact with the self on a
continual basis.

At moderate levels of empathy or perspective taking, moral
reasoning and moral principles are seen from a cost-benefit
viewpoint, Thus, a decision to deviate from moral principle,
such as Violating the law, results from a cost-benefit analysis
(Becker, 1968; Daboub, et al., 1995; Windsor, 2004). This view
of the self and morality is widely utilized within the fields of
management and economics: The self is motivated by its inter-
ests, and the restrained pursuit of self-interest is believed to lead
to the greatest good for the greatest number (Beauchamp and
Bowie, 1979; Friedman, 1970; Rand, 1943; Smith, 1776). The
self believes that it is corrupt not to seek its interest, because the
failure to do so is not in the long‘term interests of the self and
those with whom the self identifies. The“morality of association”
(Rawls, 1999: 462-479) requires the self to maintain social ac-
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cord and the functioning of the larger system (Kohlberg, 1976;
Trevino, 1986: 605), and to make deliberate sacrifices for those
with whom the self interacts (Rawls, 1999: 462-479).

In short, the self whose conversations are predominated by
ethos appeals is shaped by a moderate variety of conversations.
Thus, it can empathize with or take perspective of a moderate
number of others. Its improved moral reasoning capability and
increasing empathy better—equip the self to grasp the kairos of
many situations. As a result, the propensity of the self to engage
in corrupt behaviors is less than that of the pathos predomi-
nated self. We propose:

Proposition 2: The self who is exposed to conversations pre-
dominated by ethos appeals will exhibit a lower frequency of
corrupt behavior than the self who is exposed to conversations

predominated by pathos appeals.

The ethos predominated self makes business decisions such
as contracting, based on costs and benefits of the transaction
for the self and the relatively smaller community or group with
which the self identifies. Ethos predominated conversations can
be an indicator of crimes that result from cost-benefit analy‘
sis (Becker, 1968; Becker, 1974). For example, although Merrill
Lynch executives knowingly helped Enron manipulate financial
records, they also knew that being loyal to Enron and accom-
modating them was a low risk high return investment in fu-
ture relationships with them (Anand, et al., 2004: 44; Swartz
and Watkins, 2003). These executives may have thought that a
moderate level of corruption is a reasonable cost of doing busi-
ness, facilitating the economy and allocating resources (Wind-
sor, 2004: 140, 142).

Logos predominated conversations. Logos predominated
social interactions are often characterized by a large variety of
conversations. At this stage, while the repetition of earlier pa-
thos and ethos conversations in the self’s psyche decreases, these
conversations do not disappear because the self develops and in-
cludes earlier levels. The self realizes that the definitions of the
self and community can expand constantly until they become
universal and include all others such as the natural environment,
the future generations, and all sentient beings (Rawls, 1999:
414-415). As the self becomes aware of its expanding web of
commitments, there is a greater opportunity for logos appeals
to be heard in conversations that shape the self. As a result, the
self begins to internalize the perspectives and moral standards
of others with whom the self does not have solely emotional or
communal relations (Rawls, 1999: 414-415).

At this stage, the self is shaped mostly by logos conversations,
and is more conscious and inclusive of others than the pathos
and ethos predominated self. Thus, the self can empathize with
or take perspectives of a great number of others (Rawls, 1999:
462-479). Moreover, the logos predominated self can differenti-
ate between the short and the long term, or between the self
and others, but sees them as interconnected. In short, the self
whose conversations are predominated by logos appeals has an
inclusive and expanding definition of community. The self iden-
tifies with a larger set of others than both the pathos and the
ethos predominated self. Thus, the logos predominated self feels
empathy for those who may or may not affect or interact with
the self on a repeated basis. From this perspective, altruism is
not self-sacrifice but a more inclusive conception of the self and
community (Solomon, 1994: 67).

At high levels of empathy or perspective taking, that is, in the
presence of a large variety of conversations constituting the self,
moral reasoning is world-centric, and grounded in social con-
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tracts, individual rights, and universal principles (Gilligan, 1982;
Kohlberg, 1976; Rawls, 1999: 415). The presence of strong logos
appeals in conversations facilitates a contextual and rational un-
derstanding of emotions and traditions; in a sense, logos appeals
place ethos and pathos appeals in a larger and more universal
context. The self recognizes that people “hold a variety of val-
ues and opinions, and that most values and rules are relative to
group” (Kohlberg, 1976: 35). As a principle of justice or human
rights, every single voice has the right to be raised or heard in the
self’s conversations, and the self intends to uphold nonrelative
principles and to honor every single Voice,“regardless of majority
opinion” ( Trevino, 1986: 605). Thus, the self learns to question
the goodness or rightness of an act by empathizing with oth-
ers who may or may not interact with the self. The "morality
of principle” requires the self to make sacrifices for those with
whom the self may not interact, such as the future generations
(Rawls, 1999: 462-479). As a result, the self extends care both to
others and to one’s self, and is able to construct and participate
in a shared moral viewpoint, as well as to transcend it (Gilligan,
1982; Kohlberg, 1976).

In short, the self whose conversations are predominated by
logos appeals is more likely to have internalized a greater variety
of conversations. Thus, it can empathize with or take perspec-
tive of a great number of others. Its superior moral reasoning
capability and ever—expanding empathy better‘equip the self to
grasp the kairos of many situations. As a result, the propensity
of the self to engage in corrupt behavior is low. We propose:

Proposition 3: The self who is exposed to conversations pre-
dominated by logos appeals will exhibit a lower frequency of
corrupt behavior than the selves who are exposed to conversa-
tions predominated by pathos or ethos appeals.

Having realized that the very definition of an ethical dilemma
involves listening to different perspectives all of which are at
least partially right, the self whose conversations include a great
Variety of conversations often experiences “deﬁning moments’,
and is forced to choose among alternatives all of which are right
according to at least one moral framework (Badaracco, 1987).
Thus, the logos predominated self tries to make business deci-
sions never based solely on familiarity, loyalty, or kinship, but on
the realization that the self and morality are inextricably inter-
twined, and each decision redefines the self and its moral stance.
Johnson & Johnson executives' conversations, as reflected in the
company Credo, include a great variety of voices such as those
of doctors, patients, parents, employees, communities, the envi-
ronment, and the stockholders. This may explain why, during
the Tylenol scare in 1982, Johnson & Johnson executives quickly
accepted responsibility, ordered Tylenol products off the shelf
at the very first hint of the crisis, and shared the details of the
situation with the media and the public (Mitroff and Anagnos,
2001).

Discussion

Having questioned the dominant view of the self, we argued
that the self and its propensity to engage in ethical or corrupt
behavior is shaped by conversations, Speciﬁcally, we linked the
self’s moral development and tendency to be corrupt to the
variety of conversations the self is exposed to. We proposed a
connection between the variety of conversations that constitute
the self and the rhetorical appeals these conversations exhibit,
Specifically, we argued that as the variety of conversations that
shape or constitute the self increases, the rhetorical appeals in
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these conversations follow a particular sequence: pathos pre-
dominated (logos and ethos appeals are weak, characterized by
a few variety of conversations), ethos predominated (pathos ap-
peals are moderately strong, logos appeals are weak but gaining
strength, characterized by a moderate variety of conversations),
and logos predominated (pathos and ethos appeals are moder-
ately strong, characterized by a great variety of conversations).

Several methodological and practical implications follow.

Unit of analysis. Scholars of business ethics often focus on the
individual and/or the situation as the unit of analysis. Accord-
ingly, the explanations for ethical or unethical behavior involve
“strong” individuals and/or “strong” situations (see for example
Jones, 1991; see for example Trevino, 1986; Trevino and Young-
blood, 1990). A rhetorical perspective, however, emphasizes that
language is an action that constructs and shapes the way the self
thinks, feels, understands, and acts in the world (Booth, 1974:
134-135; Eccles, et al., 1992: 29; Enos, 1996: 439; Rorty, 1989).
According to this approach, individuals and situations are dis-
cursively produced, at least partially. Thus, a rhetorical approach
shifts the unit of analysis in moral inquiry from individuals or
situations to discourse.

Level of analysis. Using rhetorical frameworks and focusing
on language as the unit of analysis may help researchers stud
corruption or unethical behavior at different levels of analysis
and diachronically. For example, a rhetorical analysis of conver-
sations taking place in the literatures on business ethics, stake-
holder theory, and corporate social responsibility may suggest
that the variety of conversations included in management dis-
course has been increasing. The introduction of the very term
“stakeholder”, defined as those who can affect and are affected by
the firm’s actions (Freeman, 1984), itself signifies an expansion
of consciousness from a shareholder-centric to a stakeholder-
centric view of the firm.

Other examples include the idea of “business citizenship”,
which represents one of the highest levels of caring and inclu-
sion in recent management discourse (Logsdon and Wood,
2002). Business citizenship requires seeing everyone, peoples
of both home and host countries, as us and not as the other
(Logsdon and Wood, 2002: 167). Logsdon and Wood'’s discus-
sion of the movement from individual to corporate citizenship
to business citizenship, and the shift in attention from domes-
tic to global resonates with moral development theories (Gil-
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Evidence-Based Policy and
Mixed Economy in Australia

Matthew Birmingham

Abstract

This paper examines the nature of
evidence-based policy and explains
how the ethic can be applied to
improve the position of the firm in
the mixed economy. Government
participates in the mixed economy in
several imposing ways. Indeed, gov-
ernment is very much the ‘elephant
in the marketplace’ to be understood
and effectively managed by the
firm. However, the firm can better
its position by consistently applying
an evidenced-based approach when
dealing with government. Evidence-
based policy practitioners purport to
rely upon the empirical and ‘scien-
tific' rather than a priori arguments
for policy setting. Where evidence

is available, this should form the
basis of petitioning government. If
not available, then heuristic posi-
tions may be put, but only if arrived
at through empirical rather than a
priori means. The conclusion is that
it is not so much what the firm says
to government, but how it is said.
Working consistently from within an
evidence-based paradigm means the
firm is more easily understood and,
importantly, can positively influence
decision-making to benefit the firm
with effects lasting well beyond
short-term political or news cycle.

Keywords

Evidence-based policy, Australia,
Government, Firm

Introduction

Citizens, whether they be concerned,
apathetic or ignorant are equally affected
by decisions of government. Firms and
households - the non-government citi-
zen actors in the mixed economy — have
a legitimate expectation that decisions of
government are not made capriciously,
arbitrarily or corruptly. Further, they rea-
sonably demand that good decisions and
policy be made. It is the expectation of
good decision making and policy setting
that constitutes a substantial quid pro
quo for the power citizens cede to gov-
ernment for civil society in which govern-
ment should give priority to serving citi-
zens over self-interest., Citizens choosing
to organise into firms for the purposes of
proﬁt, as well as for non—proﬁt purposes,
expect likewise.

There may be different perspectives
about what exactly constitutes non-self-
serving government but it is posited here
that responsible and reasonable decision
making is a prerequisite. While politi‘
cal and ‘special interests render naive the
assertion that governments are primarily
concerned with all citizens all of the time,
it has become less naive to expect deci-
sions be made on the basis of evidence
and not (only) from preference, appeal
or whim, because the latter is self—serving
and undermines the fundamental com-
pact. In this setting, the idea of evidence-
based policy is being discussed more fre-
quently in Australian policy settings.

Firms are especially affected by govern-
ment decisions so it is the relationship be-
tween the firm and government that shall
be the focus of this paper. To succeed in
the mixed economy, a firm must both un-
derstand the concept and work within it
to better its position and effectively deal
with the elephant in the (marketplace) -
the government. It will become apparent
that the potential of evidence-based pol‘
icy, and how it is practised are somewhat
divergent. Evidence-based policy will be
considered generally, but also by the use
of two illustrative case studies: one from
Canada and one from Australia. Finally,
some suggestions are made as to how the
firm can act in ways consistent with the
emerging ethic and reflect back at govern-
ment its use of it. By holding government
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true to its rhetoric and practising the eth-
ic itself, the firm has the potential to im-
prove its position in the mixed economy.
Opportunities therefore exist for the firm
to improve its relative position by uphold—

ing evidence-based policy.

1. Government as principal
actor in the mixed economy

Government is an imposing presence
in a mixed economy in which firms and
households are also participants. From
the Left, government activism is claimed
to be beneficial: governments effect nec-
essary transfers of incomes, redistribute
wealth, support the provision of public

oods, and make laws to improve soci-
ety through identifying and redressing
injustices. From the Right, the govern-
ment actor is viewed more cautiously: the
elephant in the marketplace’ substantially
retards an otherwise freely functioning
economy of rational firms and house-
holds actors that, unfettered, would
make optimal decisions resulting in the
most satisfying exchanges. If necessary at
all, governments could make policy only
to protect property, preserve freedom of
markets, bring peace and order — a mini-
malist intervention. While the proper
place and roles of government are open to
innumerable definitions and preferences,
the presence of a government defines the
mixed economy over other kinds. And,
within the prevailing global paradigm of
trading nation-states, mixed economies
are ubiquitous.

Actions and decisions of the govern-
ment actor have far‘reaching effects on
the freedoms, rights and responsibili—
ties of the non-government actors in the
economy: households and firms. While
government may decide that a policy or
decision should also apply to itself, it is
usually firms and households that are
targeted by government activity, Un-
derpinned by legislation and the appli—
cation of appropriated (public) moneys,
decisions are made in respect of Virtually
every subject matter. In Australia, this is
particularly true when all three levels of
government are taken together to consti-
tute the one government actor. If govern-
ment chooses not to intervene in respect
of any subject, then this is rarely for want
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of its ability to do so, such is the freedom of movement the gov-
ernment commands.

Although seemingly omnipotent, like other actors in the econ-
omy, governments must ration their choices. Notwithstanding
the many opportunities of government, it is the scarcity of re-
sources that requires this. Limits around political will, time,
availability of public moneys, bureaucratic and market limita-
tions as well as skill (or lack thereof) means the government is
forced to choose carefully the decisions it makes and policies
it pursues. The competing interests and values of firms and
households as communicated to government confound things
further. Because decision and policy making will invariably re-
apportion the rights of some actors to others, perhaps the most
that can be hoped for is that preference and whim alone do not
ﬁnally decide public issues. And, all the while, the self-interest
of the government is a present threat liable to subordinate the
interests of others, depending upon where the government finds
itself in the political or news cycle.

2. The precarious firm in the mixed economy

The firm is particularly susceptible in the mixed economy to the
decisions and policies of government. The power households
have over firms is largely a function of their capacity to spend
incomes and allocate their labour between firms. Absent of a
government actor in the economy, households and firms would
be left to resolve issues between themselves. Government, how-
ever, can dictate to the firm and modify its otherwise perfect
freedom of movement in market through regulation. And gov-
ernments can affect firms indirectly through households. Tax-
ing and regulating households require households to present
to firms in a modified form. Finally, governments become sig-
nificant economic participants their own right through exercis-
ing the product of their coercive taxation and revenue powers.
Governments encourage, create and perpetuate political, legal,
social and economic institutions favourable to these ends and it
is this context the firm must act.

Generally, households present as opportunities to the firm -
to profit from, and as a source of labour. Government, on the
other hand, generally threatens. While threats to firms posed
by government may outweigh the opportunities, the latter can-
not be ignored. For example, some opportunities for the firm to
influence government include:

a. selling goods and services to government;

b. competing directly with government taking market
share;

c. being available to conduct activities for and on behalf

of government as:
i. an intermediary to distribute transfer payments, goods
and/or services through grants or funding arrangements;
or
il.as ‘outsourced’ suppliers of government services to
households and other firms; and
d. central to this discussion, provide policy advice to gov-
ernment and/or influence government decision making by us-
ing or requiring the use of evidence.

3. Policy setting and decision making

Before explaining evidence-based policy and how firms can seek
to gain within that framework, the notion of policy setting must
be introduced. As explained earlier, governments must ration
their decision making and policy setting. Although powerful,

governments' abilities are not unlimited. The government will
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pursue some things, and leave others alone. The government
must have partly or wholly decided that it has capacity and re-
sponsibility to resolve an issue and, usually, it is profitable for it
to do so. A policy or decision made is a positive act by govern-
ment to impose itself upon the other actors. Given this back-
ground, the following schematic representation of policy setting
is offered:

1. An issue or problem arises or opportunity appears

2. Government chooses to respond or be proactive

3. Environmental scan — government defines problem; under-
takes consultation; collects and considers information

4, It list options for resolution/action — including resources;
cost/benefit

5. Government selects policy/makes decision

6. Implementation plan - budget; legislation; policy adop—
tion; communication; market approaches adopted

7. Implementation — contract/program management; com-
munication; expectation management

8. Troubleshooting - adjustment; further budget allocations;
legislation; performance management, expectation/ media man-
agement and public affairs

9. Review and evaluation - to assess efficacy; value for money;

ather information for review and evaluation

10. Close-off/cancel program — or prepare for recurrence/
renewal

11. Capture leanings; cost-benefit; identify new opportunities
and policy options

[Some steps can be rearranged]

4. Different ways the firm might
attempt to influence government

Having outlined the policy setting process, firms must seek to
influence the policy and activity of government to ensure deci-
sions are made that improve the position of the firm (or, at least,
minimise harm), In light of earlier discussion, it becomes clearer
that the inactive firm is at risk of being disadvantaged by actions
and decisions of government. Firms must be proactive where
possible and be prepared to positively influence the policy mak-
ing process. Some ways of inﬂuencing government include:

A. ‘Playing politics:

- confrontation

- political marketing to government; and ‘win hearts and
minds’ of households

- political dis/endorsement

B. ‘Sticky power’., Adapting the concept in foreign and stra-
tegic policy and applying to the present setting, a firm can use
sticky power’ (Mead, 2004) particularly in respect of large firms
or industry sectors by:

- entering public‘private partnerships

- supplying to government

- acting as agent for government

- competing with government

- research partnerships

All of these approaches draw government close to the firm
thereby creating a relationship of interdependence, and influ-
ence, from which government cannot easily withdraw...

C. Working with government, preferably ona methodologi—
cal level playing field’, to develop policy or shape decision mak-
ing:

- lobbying for change proactively or reactively in response to
proposals or those already set, and

- working with evidence-based policy

Option A may be attractive to the firm, but it is a framework
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within which government is well-versed. Politics is the domain
of government and few firms will defeat the government playing
in this space. If the firm or its lobbyist does not have the sophis‘
tication to effectively ‘play politics', and does not have the scale
to exercise sticky power, then a conversation with government
developed within an evidence-based policy framework may be
the best remaining option.

5. Evidence-Based Policy — Background,
Emergence and Definitions

Lisel O'Dwyer describes evidence-based policy as policy based
on research that has undergone some quality assurance and
scrutiny, and distinguishes it from public policy based on lit-
tle more than faith, intuitive appeal, tradition and politics, or
policy based on unqualiﬁed evidence (O’Dwyer, 2003). “Evi-
dence-based policy strategies aim to maximise the quality of the
evidence and to minimise the influence of other factors in policy
making” (O'Dwyer, 2003: 16, italics added). In citing his earlier
work, Philip Davies describes evidence-based policy juxtaposed
against inter alia‘untested views’, but makes an important addi-
tional point: about the selective use of evidence (Davies, 1999):

Evidence-based policy has been defined as an approach that
"helps people make well informed decisions about policies, pro-
grammes and projects by putting the best available evidence
from research at the heart of policy development and imple-
mentation” (Davies, 1999a). This approach stands in contrast to
opinion‘based policy, which relies heavily on either the selective
use of evidence...

A proponent of evidence-based policy purports to give pri-
macy to ‘the evidence’ over other factors such as whim, opinion
or appeal when making decisions and formulating policies that
affect households and firms. Certainly, a claim that decision
making or policy is based on‘the evidence'is a potent public ap-
peal by government to legitimacy. A firmis well—placed to reflect
this back to government, and appropriate it for its own uses. To
convince government (and households) takes credibility, and
evidence can provide it. But to more properly understand what
‘the evidence’ means in the present context requires considera-
tion of the place evidence has in science and how this may differ
to its political and public uses — something which will be illus-
trated in the case studies later.

The scientific method provides a way knowing based on the
discovery and acceptance of truths through the accumulation of
evidence to prove those things hypothesised or predicted before-
hand. Importantly, a theory or known phenomenon resulting
from this enquiry is accepted as‘truth’but only if (and only for as
long as) positive attempts to falsify the theory or phenomenon
fail. If new evidence arises so falsifies, the phenomenon is no
longer true and cannot be remain within what is ‘known’. Phi-
losophers like Karl Popper (1959) explain how this conceptuali-
sation and application of evidence lies beneath one of the great
products of Modernity: the scientific endeavour. The idealised
scientist properly adhering to the ‘scientific method’ may be cu-
rious, but must be agnostic as to the outcome, irrespective of
their prediction and, importantly, their commitment to it. The
scientist must follow the evidence to the conclusion. Evidence is
king, and this is Why it is claimed that science and its scientific
method is the best way of knowing about the physical world
(Gauch, 2003). However, when it comes to matters of policy
and the political, notions of evidence are somewhat differently
focussed.

The focus of the policy or decision maker diverges from that
of the scientist when it comes to evidence. A different para-
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digm for ‘the evidence’ emerges. The policy or decision maker
finds themselves in a social, economic and political world typi-
cal of contemporary pluralist liberal polities. Policy decisions
need to be made, and must be defended, in the context of po-
litical and other accountabilities. This requires a focus on out-
comes, rather than methods, particularly those that are able to
be politically justiﬁed or legitimised. In terms of legitimacy and
justiﬁcation, ‘evidence’ becomes short-hand for a claim to some
“gold standard” in policy that, supposedly, reasonable people
ought not disagree with. Direct or indirect appeals to reason,
empiricism, science (and its method) therefore enhance the sta-
tus of a policy outcome. Scientific or quasi-scientific claims are
brought to bear upon the political, The decision maker claims
to be better able to overcome the difficulties of balancing com-
peting interests, including private and public ones, as arise in
the archetypal contemporary Western society. As Rawls (2005),
Gaus (1990; 1995) and Nagel (1991) demonstrate, it takes con-
siderable work to derive frameworks that routinely produce suf-
ﬁciently correct and acceptable outcomes that are cognisant of
all reasonable competing interests and claims in society. Claims
to outcomes based on ‘the evidence’ attempt to make indefeasible
to those decisions and policies imposed by government on the
other actors.

Political uses of evidence immediately transform evidence-
based policy into something very different from that arising in
scientific endeavour. Evidence becomes a marketing method:
a policy can be sold as reasoned, reasonable and is justiﬁable.
And, while it may be all of these things, the outcome sought is
persuasion or justiﬁcation. With little regard to prediction, it is
common for the outcome sought to be posited more definitively
than any scientific phenomenon, This is a serious limitation of
evidence-based policy and provides a somewhat ironical exam-
ple of what John Venn meant when he said: “No science can be
safely abandoned entirely to its own devotees” (1866: ix). The
‘generalist’ politician has appropriated from the scientist-devotee
a means of best promoting and marketing their preferences and
values in a world of competing interests in which the truth is
difficult to derive from the milieu of positions found in pluralist
liberal polities.

Viewed most favourably, it has been argued that evidence-
based policy attempts to move government away from making
decisions based on selective and dubious evidence and other
methods more closely connected with traditional politicking.
However, for reasons discussed (and by use of case studies to
follow) it seems that evidence-based policy is quite vulnerable
to be overtaken by other factors. Therein lay the limitations
of the doctrine. Those in the political space that would genu-
inely purport to uphold the ethic of evidence-based policy, in its
purest sense, run hard up against these other factors. Having
considered some philosophical background to the notion, it is
now timely to consider how the evidence-based policy emerged
and actually manifests itself the public spaces of contemporary
liberal polities.

In recent decades, evidence-based policy has gained currency
in many Western countries. ‘Evidence based medicine’ emerged
in Canada around 1990 and has been likened to “the mother”
of a“new religion" growing in prominence throughout the West,
including Australia (Sweet, 2008). In the United States, evi-
dence-based policy came in the wake of laws such as the 1993
Government Performance and Review Act and later anti—drug/
safety laws. These laws imposed requirements like benchmark-
ing of programs, accountability of agency performance and the
requirement that funding go to programs that arise from re-
search outcomes (Petrosino et. al., 2001). In the United King-
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dom, evidence-based policy emerged somewhat differently, as
the evolution of the principles underlying those found in medi-
cine applied instead to government (Sweet, 2008).

In Australia, evidence-based policy gained traction more re-
cently (Sweet, 2008; O'Dwyer, 2003) even though the concept
and its principles are not without precedent, To use one exam-

le, Australia’s Financial Management and Accountability Act
1997 (Cwilth) applies at the federal level (Attorney-General’s
Department, 2008), Under this financial management frame-
work, agency heads are made responsible and accountable for
the use of public resources: the efficient, effective and ethical use’
of resources for which the agency head is responsible (Attorney-
General's Department, 2008: section 44). Effectively, the frame-
work requires agency heads formulate local rules and systems to
facilitate good decision making within a paradigm of evidence.
In respect of procurement in particular, the Commonwealth
Procurement Guidelines (Department of Finance and Admin-
istration, 2005) exist to ensure that, with very few exceptions,
supplies to government are made competitively and there is
evidence that decision making has taken into account as objec‘
tive measures to arrive at ‘best value for money' decisions. This
framework of accountability purports to make empirical bases
for decisions routine. The Australian experience that emerged
in the late-1990s is therefore somewhat similar to that of the
United States’ several years earlier,

More recently, Australia’s preference for evidence-based poli‘
cy has become more akin to the British experience. Perhaps the
biggest proponent of the‘new religion" in the Australian context
is the current Australian federal government. In a recent ad-
dress to department heads Prime Minister Rudd spoke of the
need to develop “evidence-based policy making processes as part
of a robust culture of policy contestability” (Rudd, 2008). In
the lead up to the 2007 Australian federal general election, the
Australian Labour Party made repeated reference to acting on
reviews proposed. Criticism was levelled at the ALP for policies
and approaches to policy making that had arisen in the United
Kingdom under Prime Minister Tony Blair’s government. Ref-
erencing evidence-based policy, the Blair government espoused
the approach: ‘what matters is what works'(Carson, 2003).

The ideal (at least) of evidence-based policy is in vogue. As
discussed earlier, the nature of political discourse appears to ne-
cessitate a disingenuous application of even robust methodolo-
gies from time to time. The case studies below support this con-
clusion. Melissa Sweet, who has written about the subject for
various health groups in Australia and overseas, including Aus-
tralia’s National Health and Medical Research Council, provides
examples of causes for scepticism around how evidence-based
approaches have been undermined or are themselves deficient
in dealing with policy processes (Sweet, 2008). Elaborating on
Sweet’s (2008) examples, and supported by the views of others
(eg. Marston and Watts, 2003; Walshe and Rundall, 2001) im-
portant limitations around evidence-based policy become ap-
parent real-world contexts:

+ rhetoric is easy, following and committing to evidence
based processes to inevitable outcomes, more difficult: ‘when
votes are at stake, evidence goes out the window’, says Sweet.

+ irrational assumptions

. the quality (or lack) of the data constituting evidence

+ the extent or lack of public debate limiting what evi-
dence is considered/used

+ the limitations of the evidence generally: what works in
one setting may not work in another

+ the lack of sophistication or maturity of polities and

institutions to take advantage of evidence based approaches.
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Nutley et. al (2002) neatly summarise that the limitations
of the application of evidence-based policy are very context de-
pendant and include limits on the quality and quantity of the
evidences available in different fields.“Thus knowledge of ‘what
works' tends to be influenced greatly by the kinds of questions
asked, and is in any case largely provisional and highly context
dependent” (2002: 4).

From this discussion so far, a hierarchy of a motivations for
using evidence-based policy can be derived.

1. The political imperative is strong such that while govern-
ment may be genuine in prescribing or upholding evidence based
frameworks, it is simply unable to adhere to them.

2. A less favourable view is that government will work within
evidence-based frameworks — to be seen to be doing so — but
solely in ways that encourage outcomes that are politically
self‘satisfying, rather than those that best serve households or
firms.

3. Less favourably still, governments use evidence-bases to
‘cherry‘pick' within the framework the best evidence bases not
for good policy or decision making, but for the purpose of
supporting a priori positions based on ideology, preference or
whim.

4, Most cynically, with such a proliferation of both schol-
arly and non—scholarly work available in an information age, isn't
hard for civil servants or a sufﬁciently forewarned independent
experts or consultants to data-mine to arrive at the correct’ out-
come. In this sense, evidence-based policy is used merely as a
facade to hide behind and disguise real intentions and a priori
decisions — even those undermined by the actual evidence it-
self.

Accepting that policy making, by its very nature, isa politi—
cal construct (Gerston, 2004) this doesn't entirely exclude the
proper application of evidence bases even when political reasons
prevail:

a. Political emphasis on value for money

b. The desire for robust evidence showing that something
probably will work before committing public moneys to it

¢. The need to show that spending is efficient and that poten-
tial losses are minimised;

d. Greater government accountability;

e. Tocountera growing public cynicism toward governments,
professionals and research institutions [as alluded to eatlier] by
an increasingly educated public (Sweet, 2008).

6. Case Study One

In light of the discussion thus far, if sticky power” is not available
to the firm, and it wants to avoid a head-to-head political con-
test with government, then evidence bases may be the preferred
way to improve a firm’s position vis-a-vis government. The vari-
ous points made in the preceding chapter are now illustrated by
the following two case studies.

‘Canada bans Bisphenol A’
The Canadian health minister announced on 18 April 2008
that Canada had conducted a review of the chemical Bisphenol
A, used to make polycarbonate plastics and epoxy resins:
Based on the results of our assessment, today, I am proposing
precautionary action to reduce exposure and increase safety...
The draft assessment tells us that most Canadians need not be
concerned. This is because health effects occur at levels much
greater than those we are exposed to in Canada. But, this is not
the case for newborns and infants. We have concluded that early
development is sensitive to the effects of bisphenol A. Although
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our science tells us exposure levels to newborns and infants are
below the levels that cause effects, it is better to be safe than
sorry. Consequently, I am announcing actions today that will
reduce exposure and increase safety. And so, if no new, relevant
and compelling information comes forward during the public
consultation period, it is our intention to ban the importation,
sale and advertising of polycarbonate baby bottles. With this
action, Canada will be the first country in the world to take such
action to limit exposures to bisphenol (Health Canada, 2008).

In December 2006 Canada instituted a Chemicals Manage-
ment Plan placing the onus on industry to prove that chemicals
reviewed by Canada Health were safe:

This approach puts the onus on industry. Instead of mak-
ing government prove a substance is unsafe, the Challenge Pro-
gram puts the onus on industry to prove to us they are using
chemicals safely. When the Prime Minister and I rolled-out
the Chemicals Management Plan, he committed to keeping our
nation at the forefront of health and environmental protection.,
And with today’s announcement, we are meeting that commit-
ment (Health Canada, 2008).

In the Canadian public space, industry is being called upon
by government to participate in an evidence-based policy debate
around the use of bisphenol A. Interestingly, the government
has decided to use a ‘precautionary principle' in proposing the
ban because of elevated levels of bisphenol A in polycarbonate
baby bottles, even though evidence suggests the elevated levels of
the chemical are below those which would cause harm. Even so,
affected stakeholders, including industry, have 60 days in which
to make their submissions to government.

Here government is following a heuristic approach in its ap-
plication of evidence-based policy: it appears to accept that the
there is scientific disagreement around the effects of bisphenol
A at the levels of the chemical present but, because the levels
present are much higher in certain contexts (for example, as a
result of boiled water in baby bottles), this is sufficient to di-
rect that industry ‘show cause’ as to why future use of bisphenol
A in Canada should not be banned. And, remember, scientific
disagreement extends to the conclusion that levels are in fact be-
low unsafe levels (Canadian Broadcasting Corporation, 2008).
In this case, government speculates that the mere possibility of
some harm arising is sufficient to ban the chemical.

On 17 October 2008, Canada Health announced that bi-
sphenol A would indeed be banned from baby bottles, making
Canada the first country in the world to do so. The rationale
was the uncertainty around the issue. Thus, following applica‘
tion of a precautionary heuristic, the outcome is a total ban of
bisphenol A by early 20009. Interestingly, the Canadian Govern-
ment has also committed to spending $CAD 1.7 million over
three years to conduct further research into the issue (Health
Canada, 2008a). In a response by industry, “Robert Brackett,
chief science officer for the Grocery Manufacturers Association,
said Friday that Canada’s precautionary action regarding the
use of BPA is disproportional to the risk determined by public
health agencies” (Associated Press, 2008).

Such is the privileged position of government in the mixed
economy that it can, as this case study illustrates, have a bet both
ways'. Government can adopt a heuristic approach as reason to
make a decision [one which, presumably, is politically satisfying]
but then demand an evidence-based approach be followed by
industry if industry has any hope of changing the government's
policy. A key consideration for the firm working in this space is
to ascertain just how frank their reporting of evidence should
be. Consideration must be given to whether an evidence-based
approach will trump the precautionary principle adopted by
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government. Carefully balancing the requirement to fairly rep-
resent all issues and derive conclusions based on the evidence
in the context of a decision that seems to have been made for a
Variety of other reasons (political, public health, precautionary)
means the firm cannot effectively and properly ‘ﬁght its corner’.

While it may be of little comfort to realise that the firm’s cor-
ner is one into which the firm has been placed by government,
the firm is at liberty to emphasise deficiencies in the evidence or
failures by government to follow its own purported preference
for evidence, and may benefit from raising these arguments when
seeking, for example, administrative law remedies. On the other
hand, a firm or industry acting effectively and properly within
a paradigm of evidence-based policy must be prepared to ac-
cept the outcomes of their own research, even when these work
against their case for beneficial public policy outcomes. In this
case study, a genuine discussion around the merits of evidence-
based policy is largely made irrelevant by the approach taken by
the government actor. Because of the nature of evidence in a
policy and political paradigm, this will often be the case.

7. Case Study Two

‘Alcopops tax rise’

A public policy debate arose in the wake of the Australian federal
budget of May 2008 around an increase in the tax on ‘alcopops’.
Alcopops are premixed, spirit-based, alcoholic drinks popular
among younger consumers. The Australian government has re-
portedly adopted a policy of encouraging fewer premixed alco-
holic drinks be consumed, particularly by teenage girls, and that
scientific and other evidence before it says that raising the per-
unit price would reduce overall consumption levels. While ac-
knowledging that there would be an overall increase in the rate
of consumption of alcopops, the tax — which would accrue the
federal government $3.1 billion over four years — would succeed
in having retarded this rate of increase (Grattan et. al., 2008;
Kerr, 2008). The opposition in Australia claims, on the other
hand, that binge drinking in the age group concerned had al-
ready peaked, and emphasised the fact that the treasury depart-
ment’s own ﬁgures indicated a compounding increase of ten per
cent per year in the increase in consumption of these ready‘to—
drink beverages (Australian Broadcasting Corporation, 2008).

Firms had no warning of the increase in tax on alcopops. As
Josh Harrison wrote:

Federal taxes on pre—mixed alcoholic drinks were increased
without warning at midnight last night [26 April 2008] by 70%
under a Rudd Government plan to fund a new preventive health
program and tackle binge—drinking among teenagers, particu-
larly girls ... Under the tax increase, the level of excise charged
on the increasingly popular pre—mixed drinks — also known as
“alcopops" — has leapt from $39.36 per litre of alcohol content
to $66.67 ... It means alcopops are now taxed at the same rate
as spirits, closing a loophole introduced with the GST [Goods
and Services Tax] in 2000 whereby the excise is lower when the
product is purchased pre‘mixed than when it is mixed fresh
(Harrison, 2008).

Christian Kerr noted that news of the tax increase was given
by government to selected media organisations on 26 April 2008
(Kerr, 2008). Notwithstanding this deliberate leak’, news of the
issue did not create signiﬁcant public debate until a couple of
weeks later, following the delivery of the May 2008 budget and
the subsequent attack on the government's policy by the opposi-
tion party.

In this case study, the government appears to have based its
decision on the evidence that, although rates of drinking among
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teenage girls may have peaked, the government has nonetheless
concluded this demographic of younger drinkers is still the most
vulnerable to harm by alcopops. This, arguably, is the evidence
basis for its policy decision (Australian Institute of Health and
Welfare, 2008; Grattan, M. et. al., 2008; Australian Broadcast-
ing Corporation, 2008; Harrison, 2008). Secondly, the measure
was introduced to redress an anomaly in 2000 Australian Goods
and Services Tax legislation that treated pre‘mixed drinks dif-
ferently from the constituent spirits from which they were de-
rived (Grattan, M. et. al., 2008; Australian Broadcasting Cor-
poration, 2008; Harrison, 2008). On the other hand, the $3.1
billion (over four years) is a small but significant contribution to
a projected underlying cash surplus for financial year 2008-9 of
$21.7 billion (Australian Government, 2008). Revenue, there-
fore, is suggested as another primary motivation for the policy
(Kerr, 2008; Grattan, M. et. al., 2008).

In this second case study, the firm is placed in a diffcult posi-
tion by a policy around which it had little control over. A policy
that arguably has positive health outcomes, as well as significant
budgetary implications is unlikely to be reversed. Perhaps all
that is left for the firm is to argue ad hominem against the gov-
ernment introducing it. Evidence may be gathered to show that
people are buying fewer alcopops but, instead, buy a bottle of
spirit and a bottle of soft-drink to‘'mix your own’. It may be that
a perverse incentive is been created whereby a ‘mix your own’
culture emerges amongst younger drinkers. Overall, consump-
tion of standard-drink equivalents could be shown to increase
as a result of the policy. Perhaps it is possible to demonstrate
that it is not young teenage girls but some other demographic
that is most at risk. Finally, it may be demonstrated that other
social harms are being created by price increases more generally,
through inﬂationary effects, and effects on small business and
upon the budgets of people least able to afford price increases if
their purchasing behaviours around alcopops do not change.

The case studies do demonstrate that there is uncertainty
around governments' application of evidence-based policy.
Claims of evidence bases are apparent in each example but the
discussions around each beg the question, ‘to what ends are evi-
dences cited by government being put? Answered positively, the
case studies show evidence-bases being used to generate public
policy decisions unfettered by preconceptions — allowing the ev-
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Training in Ethics
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Abstract

The paper examines the education
and training of adults in ethics. It
applies to courses at universities

and colleges as well as in the work
place. The paper explores the evi-
dence on our ability to strengthen
moral behaviour through courses on
ethics, finds it to be weak, so starts
with the assumption that we cannot
teach people to be ethical. The paper
asks therefore what the objectives

of a course could be and how best

to achieve them. It examines the
different theories in the literature,
eventually settling on four objectives:
increasing moral cognition; teach-
ing a widening and strengthening of
ethical practices; adopting teaching
approaches that maximise learning
impact, and developing the personal
skills of individuals in negotiation and
persuasion. All four objectives are of
value to people who seek an ethical
work environment. The paper then
explores the theories and differing
approaches used for achieving each
objective, including among others,
public interest disclosures, structuring
and using codes of ethics, case prob-
lems and other experiential learning
techniques, organisational and institu-
tional approaches to ensuring ethical
behaviour, classroom interaction, the
role of theory, team teaching and
tailoring the courses to meet an ethi-
cal needs analysis for that discipline,
profession or organisation.

Keywords

Teaching ethics, organisational
development, moral philosophy,
whistleblowing, public interest dis-
closures, ethical behaviour.

Introduction

At the time of the Enron and World
Com collapses, the expectation that ethi-
cal behaviour can be “taught”, and that
university and college ethics teachers had
“failed” was widespread. Evidence of this
expectation was also seen within the US
military who, following the revelations of
torture at Abu Ghraib, instituted ethics
training for all servicemen in Iraq. Civil
sector research (Dean and Beggs, 2000)
into the question of whether ethical be-
haviour can be taught concludes that
most tertiary ethics teachers do not be-
lieve that they can teach ethical behav-
iour. In a comprehensive examination of
the literature, they document the differ-
ing views on this issue and the overriding
belief that no course will change ethical
practices.

Their conclusions seem axiomatic -
that we cannot build stronger ethical be-
haviour through exhorting people to be
ethical - nor for that matter by coaching
them in the multitude of ethical theories
that exist. Sims claims, however (2002),
that teaching ethics“can be effective in de-
veloping students’ moral reasoning skills,
ethical sensitivity and ethical behaviours.
See for example (Weber and Glyptis,
2000).” That research does show a posi-
tive correlation between a course and the
ethical values and opinions of students -
an issue with which we agree and which
is discussed further below. Nevertheless,
although a course may bring about a de-
sirable increase in intellectual awareness
of the rights and wrongs of moral issues,
such an increase does not necessarily en-
sure that people with strengthened moral
reasoning will then act ethically. Inter-
views with an ethics trainer for a number
of Fortune 500 companies, and with the
President of the Academy of Manage-
ment, also affirm this view (Thompson,
2006, 2007).

Objectives of a course

If we cannot teach people to be ethical,
then what can we achieve with an ethics
course and what should such a course
include? The answers vary (see Wines,
2007). In an earlier co-authorship with
Brinkmann, Sims (2001) set out seven
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goals for a business ethics course:
1.Know thyself, your own moral values
and thresholds.

2. Learning to see moral issues, con-
flicts and responsibilities.

3. Learning to identify the speciﬁc
moral aspects of a situation.

4. Learning to share moral understand-
ing.

5.Learning how to handle moral issues
and conflicts.

6. Acquiring moral courage.

7. Acquiring a critical attitude towards
the business school curriculum and its
disciplines.

They do not set strengthening moral
behaviour as an objective.

Corey, Corey and & Callanan (2005)
set nine course goals:

1. Ensure students recognise and ap-
preciate the unavoidable ambiguity in
ethics, i.e. of multiple points of view or
contradictory possibilities.

2. Instil in students the idea that there
are multiple pathways to addressing a sin-
gle ethical dilemma.

3. Improve students’ self-knowledge.

4. Improve ethical sensitivity.

5. Improve moral cognition.

6. Instil determination to act ethically.

7. Teach students the profession’s es-
tablished code of ethics.

8. Teach students their legal, ethical
and professional responsibilities.

9. Teach questioning of the ethical di-
mensions of their workplace.

In their paper they ascribe students’
determination to act ethically as a result
of their courses. But again, this result
- which the authors say they achieve -
is based on students self—reporting of
changes in their values; not on an empiri-
cal measure of changed behaviour.

Webber (2007) says ethics courses in
industry should build ethical awareness
and promote the company’s moral values
in order to broaden the criteria used by
managers when making decisions with
moral implications. He advocates stimu-
lating managers to become more ‘other-
oriented’ by exercises in which all stake-
holders are treated as equal in contrast
to their level of influence on corporate
performance. Other aims that Webber
espouses are:

1. To engender trust and confi-
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dence among stakeholders.

2. To stimulate mutual moral development through self-
discovery in peer group discussions of real ethical dilemmas.
3, To develop a concrete plan for a career—long, ongoing

moral enhancement of individual attitudes and planned busi-
ness behaviour,

Webber acknowledges research (Ferrell et al., 2002) that shows
how the ethical culture of an organisation has a strong influ-
ence on ethical business judgements. Therefore ethics training
should also make employees overtly aware of the ethical culture
and values of the organisation and wherever possible leverage
the collective pressure of teaching in groups to affect learners’
and employees’ ethical decision making (Weber, 2007).

We agree with most of these objectives, but believe that some
are subsets of broader objectives; others are a natural outcome
of an ethics course. We propose four principal objectives for a
course:

1. Building ethical sensitivity and moral cognition.

2. Providing a widened applied teaching content that cov-
ers all ethical practices.

3. Adopting teaching methods that maximise learning
impact in relation to ethical knowledge and behaviour.

4, Developing negotiating and persuasive capabilities (oral

and written skills for use in assessing and advocating an ethical
position).

Objective lisa commonly agreed objective, and one that is
readily achievable.

Objective 2, enrichment of the teaching content, is our main
departure from our interpretation of the content generally evi-
denced in the literature. We suggest expanding the content of a
course in four broad areas: (a) building-in the ethical issues that
are known to the discipline or organisation as a signiﬁcant part
of the course; (b) developing and using codes of ethics based
on those issues; (c) teaching the management of public interest
disclosures to all concerned parties — the organisation, the leg‘
islator and the whistleblower - in sufficient detail to ensure an
effective impact ; and (d) providing an organisational structure
that can manage each of these functions.

Objective 3 provides our interpretation, and teaching objec‘
tives, of five issues discussed widely in the literature: (a) skills
required of trainers/teachers, (b) optimum class sizes, (c) teach-
ing across the curriculum, (d) experiential learning and (e) the
role of ethical theory in a course.

Objective 4 simply states that we need to build the skills and
capabilities of both students and members of the workforce suf-
ficient to effectively manage ethical situations that are at issue.

Building ethical sensitivity and
moral cognition [Objective 1]

Courses in ethics with case problems and lectures on ethical
theory do increase students’ ability to reason through moral is-
sues. The following examples of the impact of ethics courses on
ethical sensitivity and cognition are drawn from engineering.

Self and Ellison (1998) used Rest's Defining Issues Test
(DIT) to assess if there was an increase in moral reasoning from
students who took an ethics course. The researchers applied the
test before and after the course and found a signiﬁcant increase
in reasoning capabilities,

Drake et al. (2005), using the DIT on assessing capabilities in
moral reasoning, also found a signiﬁcant increase between the
beginning of a course and its end. The class size was164 stu-
dents, employing 6 teaching assistants.

Such ﬁndings are widespread and well accepted - that dis-
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cussions on moral practices and the teaching of ethical theory
increase capabilities in moral reasoning.

Whether this reasoning translates into higher levels of moral
practice is a separate concern, Such an assessment is difficult to
measure, as the Centre for Vocational Assessment and Research
concluded after their study into the assessment of attitudes, eth-
ics and behaviour at work (Mossop, 1997). Blasi (1980) reviewed
75 studies that assessed the relationship between moral judg—
ment and behaviour. This classic meta—study found a positive,
but strongly qualiﬁed relationship in a number of the studies.
The research, however, is almost 30 years old, with some of the
original studies now almost eighty years old. We have not found
recent studies that correlated courses on ethics with improved
ethical behaviour. The most we can be confident about is that
courses do increase ethical sensitivity - a strengthened ability to
tell right from wrong. This ability in itself, may lead to improved
practices but such improvements have not, for the most part,
been verified.

Extending the teaching of
ethical practices [Objective 2]

The second objective, widening content, consists of four areas
that extend existing content or add new content over that sug-
gested by the objectives and content discussed in the references

for this paper.

(a) Building the course on the ethical issues

within the discipline, profession or organisation.

Two arguments can be developed that support a course being
built around the ethical issues in that profession, discipline or
organisation. Firstly, a new graduate entering a profession or
organisation may encounter entrenched unethical practices
that will be near to impossible for a new entrant, without basic
knowledge and skills, to tackle alone. Continued acceptance of a
practice where “everybody does it” can condition the new recruit
to accept the behaviour. Prior classroom encounters with the
issues they are most likely to face, however, will at least have
helped clarify the new entrant’s ethical assessment and may even
provide a core of new graduates with the motivation and skills
to resist entrenched unethical practices.

The second argument is that the ethical acceptability or unac-
ceptability of some issues within a discipline can be unclear. A
study by Bowden (2006) in the engineering profession identified
a number of practices on which opinions were divided - reverse
auctions being perhaps the most obvious, but bid‘peddling and
front-end loading were among other of the more contentious
ethical issues. Every profession and industry has similar exam-

les. There are many disputed ethical decisions in the medical
field, for example, Examination of the issues within a class room
environment will do much to clarify industry or professional
ethical issues and establish conventions and build skills that will
help rectify any sense of inadequacy that the newcomer might
otherwise feel on entering the workplace. The lecturer or teacher
therefore needs to undertake research sufficient to identify the
issues in the profession and to translate them into teaching ve-
hicles for the classroom. Tackling these issues within the course
will also provide participants with insights into their own ethi-
cal positions and those of their work colleagues, as well as pos-
sible approaches to their resolution.

The adoption of this teaching practice can be extended into
training courses within industry. The ethical issues within an
organisation can be identified prior to the ethics course, either
from semi-structured in—depth interviews, or from early work-
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shops (or both). As discussed below, the themes identified for
an ethics course also provide a strong underpinning to a code of
ethics for the organisation.

(b) Teaching Codes of Ethics

The belief that a code of ethics is sufficient to control ethical be-
haviour is widely held. Betsy Stevens, for example, in a review of
eight studies, concludes that“codes can be effective instruments
for shaping ethical behaviour and guiding employee decision
making” (Stevens, 2008). This viewpoint, however, - that codes
are effective documents in their own right - can be disputed.

For instance, in contrast to Stevens’ ﬁnding, Muel Kaptein and
Mark Schwartz (2008) examined 79 empirical studies into code
effectiveness and conclude that “the results are clearly mixed”
(Kaptein and Schwartz, 2008).

Sven Helin and Johan Sandstrom (2007) analysed 38 empiri-
cal studies, drawing similar conclusions: that studies present a
mixed image of the effectiveness of corporate codes of ethics.
These results are determined primarily by interviews of users
on the effectiveness of codes, and do tend to conclude that there
is uncertainty about whether codes lead to more ethical behav-
iout.

Another problem is that codes are widely perceived as win-
dow—dressing (McKendall et al., 2002, Brytting, 1997, Emmel-
hainze and Adams, 1999, van Tulder and Kolk, 2001, Pagnat-
taro and Peirce, 2007, Weaver et al., 1999, Jovanovic and Wood,
2007, Collen, 2002, Stansbury and Barry, 2007). Research into
the codes used by Australian companies, for instance, in com-
parison with international codes, finds that most corporate
codes are directed towards internal, rather than external issues
and are designed to stop wrongdoing by staff that is detrimen-
tal to the organisation (Wood, 2000). In short, codes designed
to stop theft or misuse of the organisation’s assets, or to reduce
the incidences of interpersonal or inter-group conflict are more
intended to benefit the company than to stop the company’s
wrongs. These multiple and at times dubious uses of codes can
be examined on the Illinois Institute of Technology’s (2008) web
site, with an on-line collection of over 850 codes of ethics of
professional societies, corporations, government, and academic
institutions gathered over twenty years. The website describes
codes as‘“controversial documents”,

The process of developing a code is crucial to the sense of
ownership and observance of the code by staff, I—Iigher levels of
staff ownership and contribution toward a code provide a more
effective code. This issue is repeatedly acknowledged in code
studies (Kaptein and Wempe, 1998, Stevens, 2008, Trevino and
Weaver, 2003, Seshadri et al., 2007, Harned et al., 2003, Pagn-
attaro and Peirce, 2007). A participative approach to code de-
velopment is the essence of our approach to teaching codes of
ethics. We also agree with Kaptein and Wempe that a good code
reflects the moral dilemmas that employees experience, and pro-
vides assistance in their resolution. This endorsement extends to
codes developed by a profession or industry association.

We draw on institutional sustainability theory to further sup-
port this approach. This theory argues that placing responsibil‘
ity for the development of any work change in the hands of staff
or recipients rather than solely with management or other im-
plementing agency is a powerful means of ensuring acceptance
and adoption. Development agencies in particular use this ap-
proach (the involvement of participants in the decision process)
to ensure commitment by recipient groups to sustain economic
or social inputs (see Lewis, 2003).

Despite a reasonably widespread advocacy of a participative
approach, little research has been conducted into the impact
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that the processes of adoption and implementation have on the
effectiveness of codes of ethics (Helin and Sandstrom, 2007).
More concisely: “To date, here is no empirical study which re-
lates the impact of the code to the process in which the code has
been developed and/or updated (Kaptein and Schwartz, 2008).
Despite this gap in the empirical evidence, however, the partici-
pative approach is proposed as an answer to the assertion that
codes are ineffective when written by management and passed
down to employees as mandate (Stevens, 2008, Stohs and Bran-
nick, 1999). Trevino and Weaver also support the claim that
such management designed codes are not widely accepted by
staff when put forward as instruments of control or for legal
compliance (2003).

Generally, codes aim either to promote aspirations in terms
of values, or to control certain kinds of behaviour. Based on the
arguments above, our answer for

strengthening codes is to make them less of a tool of man-
agement, written by management for their own purposes, but
a document developed by staff or members of the profession to
identify and clarify their ethical problems and to provide guide—
lines for possible responses. This belief leads us to the concept
that ethics training programs must also incorporate the devel-
opment of a code that responds to the ethical issues faced by
the organisation or profession. Classroom teaching of existing
professional codes of ethics should note those that do not reflect
the ﬁndings of research into the ethical issues of the profession.
We also believe that the sanctions that are attached to the break-
ing of the provisions of a code should be also developed by the

members of the organisation or profession.

() Public Interest Disclosures

There are strong supporting arguments behind the assertion
that the most effective way to stop wrongdoing in any organisa-
tion is to create a more open, stress free method of exposing
wrongdoing in the workplace. Any wrongdoing in an organisa-
tion is usually known to several people, any one of whom could
bring the problems into the open. We believe that such disclo-
sures (usually referred to as whistleblowing) are a very effective
way to ensure honesty and ethical behaviour. Therefore, we
would suggest that management of public interest disclosures
must be an obligatory component of any ethics course. Topics
would include the legislative protection available to whistle-
blowers, the limitations of that protection, as well as approaches
that help ensure success without incurring the wrath that usu-
ally descends on whistleblowers.

The motivation for exposing wrongdoing has several in-
terconnected sources. One is that it is engendered by peoples’
preference to work in an ethical organisation. Maclagan (1998)
for instance, in a treatise on the application of Piaget and Kohl-
berg to ethical reasoning stated his belief that most people in
organisations are essentially well intentioned. Other support for
employees' preferences to work ethically can be found in Valen-
tine and Fleischman’s survey of over 300 business professionals
(2004). They reach the conclusion that people subject to for-
mal ethical training have positive perceptions of their company’s
ethical position, as well as higher job satisfaction. Delany and
Sockell had earlier (1992) obtained similar results from over a
1000 respondents. There is also strong support in the evolution-
ary biology literature to the effect that we are intrinsically coop-
erative, and to some extent, altruistic (Ridley, 1997; Winston,
2002; Levy, 2004; Joyce, 2006).

Employees, however, are subject to the prevailing culture and
thought processes within the organisation. John Adams (2008)
points out the problem of groupthink in an issue of the Journal
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of the Australian Institute of Company Directors - a phenom‘
enon where people tend to think the same on issues where di-
versity of thought needs to be encouraged. The term, first devel-
oped by a social psychologist Irving Janis, included a tendency
not to question moral issues.

Bringing unethical actions into public view is likely to bring
retribution on the person who revealed the unethical or illegal
action. Jubb (1999) gives many instances of whistleblowers vic-
timised for revealing wrongdoing. Micali and Near, two of the
more respected researchers in this field, have also pointed out
the difficulties that whistleblowers face (1992). They pay a ter-
rible price’ is another treatise on the difficulties whistleblowers
face (Alford, 2001). ‘Career suicide’ was the term that the news
media reported a senior officer in the Australian Wheat Board
used when questioned why nobody in the organisation spoke
openly against the bribes paid to the Saddam Hussein regime
(Sydney Morning Herald, 7 February, 2006). These statements
in various forms also explain Why so few have spoken out in the
spate of scandals that erupted in the State of NSW in 2007
and 2008 - the Wollongong Council and real estate developer
bribes, the cover-ups in several hospitals, the minister accused
of paedophilia (whose electoral secretary was the only person to
speak out and who was immediately dismissed).

To minimise retribution, governments in the industrialised
world have established legislation designed to protect people who
reveal wrongdoing. Teaching the processes of stopping wrong-
doing in organisations needs to include approaches to working
with the legislation, and with its particular characteristics (the
legislation varies widely from country to country). The course
also would provide knowledge and skills in using the legislation
so that success would be maximised, as well as approaches for
the whistleblower to adopt to minimise the possibility of ret-
ribution. Whistleblower support websites are available in most
western countries that could provides teaching information (for
example, Whistleblowing Ethics; Government Accountability
Project; Public Concern at Work). Training programs within
industry need, of course, to raise the issue of the whistleblowing
systems that are used internally by the industry or organisation.

(d) Organising for ethical behaviour

If the organisation (or industry association, professional body,
etc.) is to develop a code of ethics, and manage that code, or
operate an internal whistleblowing system, and decide sanc-
tions for ethical transgressions, then it needs to assign people
for these activities within the organisation. The teaching of this
requirement and of the possible organisational approaches is an
obvious component of an ethics course.

No organisational formulae for managing these functions ap-
pear as yet to have emerged. It is reasonably evident that the
Chief Executive be involved in the more contentious decisions
in the development of a code and internal whistleblowing sys-
tem, or in other ways by which an organisation assures its staff
that it is behaving ethically. But there are other tasks. If we take
the practices outlined in this paper as a guide, an organisation
obviously needs one or more staff members who:

+ manage an internal whistleblowing system. If the organ-
isation relies on a commercial external Whistleblowing channel,
it still needs somebody to organise and liaise with that group,

+ teach or coordinate the ethics course. Again, if con-
tracted out that contract still has to be developed and managed,
+ identify the ethical issues in the organisation, for use

in the training courses and code of ethics. We believe, however,
that increased objectivity would result if this function was con-
tracted independently, as staff are more likely to talk to an inde-
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pendent outsider rather than to an internal inquirer,

+ take contentious ethical issues to senior management
for resolution,
+ recommend what sanctions are placed on staff who

contravene the code of ethics.

We propose no universal template. Organisations have
hugely different objectives, staff sizes, ownership patterns and
geographical locations. Each will need to address these issues in
ways that suit their own needs. We do suggest, however, that the
issue of responsibilities has to be included in a course. The above
list of tasks could be used as an initial template.

Teaching methods (Objective 3)

This section examines pedagogical issues particular to the teach-
ing of ethics. There are five that we believe warrant emphasis:

(a) Teacher skills and team teaching,

(b) Class sizes.

(c) Teaching across the curriculum,.

(d) The use of experiential learning techniques.

(e) The teaching of ethical theory.

The same concerns are relevant whether the ethics course is
taught within an organisation, be it public sector or private, or
an industry association, or when taught at college or university
classes.

(a) Skills of the teacher(s)

The question of whether a course should be taught by a special-
ist in ethics or a specialist in the discipline or profession is a long
standing one. We dismiss the arguments found in a number of
journals that philosophy needs to be the dominant discipline. e.g.
Klein (1998): The Necessary Condition for a Successful Busi-
ness Ethics Course: The Teacher Must be a Philosopher. Her
argument is that philosophers are the subject matter experts in
ethics and that they therefore must teach ethics courses.

Frederick (1998) disputes this assertion. He believes Klein’s
arguments are largely irrelevant, noting that if she is correct then
in practice, two disciplines are needed to teach a course — a spe-
cialist in philosophical ethics and a second in the subject matter.,
We join with Frederick and others who dispute the philosophy
argument. We base our beliefs, however, on the theories present-
ed in this paper. We have argued that three necessary elements
of any training course must be (a) workable codes of ethics, (b)
managing public interest disclosures and (c) structuring an or-
ganisation to handle its ethical issues. These are not skills usual-
ly possessed by philosophers. The lack of concern for these areas
is evident in the articles that philosophical ethicists write, For
example, a search of the Journal of Moral Education that spans
close to 40 years contains no article with titles on codes of ethics.
Additionally, we found no article on ‘whistleblowing’ or ‘public
interest disclosures’ in the Journal. The search for a discussion
on the organisational structures and approaches that might be
used to strengthen ethical practices, such as ethics committees
or internal hotlines was equally unrewarding.

Another indication of the desirable skill base for ethics teach-
ing was evidenced in our search for articles on codes on ethics
and public interest disclosures over the last decade. It located
26 articles in discipline—based journals ranging from forestry to
journalism to social work. None are in the Australasian Jour-
nal of Philosophy. There is only one in the Australian Journal
of Professional and Applied Ethics. It has to be assumed there-
fore that the efforts of people in the philosophy disciplines are
not placed on empirical research into the range of institutional
changes taking place in ethical practices.
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We put these ﬁndings together with the belief, argued in
earlier paragraphs, that a primary teaching content of any eth-
ics course must be the ethical issues faced by the discipline or
organisation. This content demands that the basic skills of the
ethics educator must be in the discipline itself, not in moral
philosophy. We further argue that a low level of importance be
given to teaching moral or ethical theories (see below), and in
fact, such theory that is needed is easily acquired by a discipline
based ethics teacher.

(b) Class sizes

We believe that ethics can only be taught in small classes. The
issue is as important as any of the other teaching approaches,
for effective teaching will likely have as strong an impact on class
learning and subsequent practice as will any of the other ap-
proaches suggested in this paper.

One argument behind small classes is that they encourage
teacher/student or student/student interaction, where students
learn from each other and from the lecturer. In these interac-
tions, they come to understand their own ethical viewpoints and
those of others more clearly. This way of learning is akin to the
dialogical pedagogy of Paulo Freire (1996).

A second reason is that one important objective of an eth-
ics course outlined in this paper is building personal abilities in
communication and persuasion. An increased ability to present
to and convince others is an asset in persuading colleagues to
adopt an ethical position., Such workplace skills can only be de-
veloped, in practice, in moderately small groups. Large under-
graduate classes of 150 to 200 people are not conducive to this
type of learning,

In our experience, for interactive presentations and discus-
sions to work well, class sizes should not exceed about 30 peo-
ple. Ethics training in the Workplace are also handled more ef-
fectively with this class size (Ponemon 1996) Large academic
classes will need to be taught sequentially in smaller groups, or
rely on teaching assistants or tutors - a requirement that will in-
crease the number of support teachers required by a course. The
engineering ethics classes mentioned above have six teaching as-
sistants. The undergraduate ethics class of one of the authors of
this article has 170 students and five tutors.

(c) Teaching across the curriculum
An issue that comes up in an academic environment is whether
ethics should be taught as one separate subject, or incorpo-
rated in each of the principal units that comprise the academic
qualification. Sims (2000) argues that it should be across the
entire qualification, providing an example from his undergradu-
ate business program. However, he also cites the arguments the
other way — that ethics can be taught as a discrete unit.
Business is multi—disciplinary, comprising several sub-disci-
plines (marketing, accounting, finance, human relations, strate-
gic planning, etc.). In that context, the concept of incorporating
ethical issues within the teaching of each sub—discipline is sup-
portable. The marketing lecturers would cover the ethical issues
in marketing, finance lecturers for their discipline, and so on.
Even then however, there needs to be a separate core common
to all sub‘disciplines. This core would include ethical theory,
public interest disclosures, the underpinnings to a code of ethics
(but not all content), and the common elements of the program
intended to build personal and professional capabilities.

(d) Experiential learning techniques
There is substantial support for the use of experience based
learning techniques in teaching ethics. The most common
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approach is the long established case problem developed by
the Harvard Business School. But there are other approaches.
Live cases (McWilliams and Nahavandi, 2006), using Bulletin
Boards for class interaction (Spence and Wadsworth, 2002),
role playing (Sanyal, 2000), even Socratic dialogue (Morrell,
2000). Sims (2004) outlines a conversational learning’ approach
in which students in small groups - about 5 - discuss their
personal attitudes and approaches to ethical issues which they
raise themselves or are suggested by the lecturer. The advan-
tage claimed is the further building of a trusting environment in
which students can discuss personal viewpoints. This approach
would also be of considerable benefit in workplace ethical train-
ing.

%—Iemmasi and Graf (1992) argue that experiential exercises
have several positive attributes: students retain material longer
over time, are actively involved in the learning process, actual
work environments are simulated, and students enjoy and en-
gage more.

Case problems, as well as many other experiential techniques
which are used in small groups face the problem of the free-
loader - students who do not prepare, leave the talking to others,
etc. Litz (2003), however, offers some well tried approaches for
overcoming some of these problems.

(e) Role of Theory

We believe that some teaching of ethical theory — the teaching
of the ways we can distinguish right from wrong, good from
bad - is necessary in ethics courses, but we suggest a modest, not
a major role for theory.

We have several reasons for de—emphasising theory. Foremost
is that most unethical behaviour in an organisation is clearly
identifiable. As much of it is self evident, the student or staff
member can often assesses the rightness or wrongness of an ac-
tion on intuition. Also, much wrongdoing is captured by legisla—
tion, where the issue comes down to knowing those aspects of
the legislation that apply to the profession.

There are, nevertheless, ethical issues which are complex and
difficult to resolve, cases where the student or the member of the
work force is uncertain of the best way to resolve issue. In such
instances students, or staff in organisations, need knowledge of
ethical theory. An example might be a whistleblowing decision
where the whistleblower will suffer, along with perhaps his or
her family, and even other staff, on account of their actions. The
whistleblower has to choose between damage to themselves and
associates and revealing a wrong. Distinguishing between brib-
ery and extortion o, again, culturally acceptable gift‘giving can
be complex, as are the frequent conflicts between management
objectives, owners desires, workforce needs, and the wishes of
customers. In business also there is always the constant battle
between minimising costs and issues about safety and concern
for the environment. Capabilities in ethical reasoning are re-
quired not only for these many current issues, but also for those
that may arise in the future.

According to Peter Singer’s Companion to Ethics (1993) the
various ethical theories that have come down to us over the cen-
turies number about fifteen. Three major ethical theories - con-
sequentialism, Kant’s categorical imperatives and virtue ethics
dominate. The problem with using any of these three is that they
can give either conﬂicting or inadequate answers. Consequen-
tialism or utilitarianism for example, has the overriding problem
that it is frequently accused of supporting a greater wrong in
order to justify an acceptable outcome. Kant’s first Categorical
Imperative has similar problems. It requires us not to lie, for in-
stance, when in fact there are a number of occasions when lying
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is the preferred moral action. The conflict between these two
theories has been described as “internecine warfare” by Pence
(1993) who then advocated the adoption of virtue ethics. Virtue
ethics, however, is possibly the least precise of all guidelines. Itin
fact creates conflicts — for example, the virtue of loyalty to one’s
organisation or colleagues conflicts with that of honesty when
a potential informant is considering revealing the organisation’s
misbehaviour,

These conflicts between theories have resulted teachers ad-
vocating the minimal teaching of ethical theory. For students in
a highly applied course, for instance, such as engineering, the
teaching of the theory sufficient to give the student the capabil‘
ity to develop his/her own ethical decision—making approaches
would be time consuming. In most cases, extensive moral theor
with all its contradictions would put students off the ethics
course altogether. Haws, in an analysis of 42 papers on educa-
tion in engineering ethics (2001) found that most had no refer-
ence to ethical theory. Heckert (2000) in an examination of the
content of engineering ethics courses in the US confirms the
existence of a “debate on the proper role of moral theory". He
concludes however, that in general a"theory modest” rather than
"theory free” approach seems to be emerging.

We advocate minimal theory, but sufficient for the student or
employee in the workplace to reach most ethical decisions. Our
approach adopts some of the simplified ethical decision making
methods developed over recent years. Most combine elements
of Utilitarianism and Kant’s Categorical Imperatives. We sug-
gest Cohen’s Moral Reasoning, a short book which outlines the
three principal theories and then advocates a top—down, bot-
toms-up approach to thinking through the options and issues
until reaching a point of moral equilibrium. Other approaches
are Beauchamp and Childress’ four principles: (i) Respect for
the autonomy of others (if) Non-maleficence (Do no harm),
(iii) Beneficence (prevent the occasion for harm) and (iv) Ensure
justice (fair treatment for all). Or William Frankena’s listing, in
priority order, to: (i) not inflict evil or harm; (ii) prevent evil or
harm; (iii) remove evil or harm; and finally (iv) promote good.
The harm could be assessed in all its variations, including the
potential for harm, or even the requirement to balance one harm
against a lesser harm.

We can sum-up in a simple rule “Be good when you can, but
above all do no harm”. Whether that harm is direct or indirect,
against us as individuals or as a society, either now or as a pos-
sibility into the future.

Building personal capabilities (Objective 4)

Advocating change in ethical practices will need communica-
tion skills and a persuasive ability of a high order. But there are
other requirements. Earlier paragraphs have advocated creating
an understanding of oneself, and of one’s ethical values. They
have also advocated moral courage. These capabilities can be
strengthened through an appropriate choice of experiential
learning techniques.

These proposals are not new, although we suspect that one
reason behind them - to give an employee seeking ethical im-
provement, the courage and skills to mount a campaign for
change, is a relatively new emphasis. Advocating for ethical
change requires courage, confidence, and a high degree of per-
sonal skill. For a young graduate, efforts to raise concerns about
ethical practices will require considerable confidence and all the
skills that a course can impart.
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Corporate social responsibility (CSR)

Any ethics course with a business component would have a
section devoted to CSR. Corporate Social Responsibility has a
variety of closely related definitions. Masaka (2008) points out
that the precise nature of CSR is elusive with conflicting inter-
pretations by stakeholders. van Beurden and Gossling (2008), in
an exploration of the connections between CSR in companies
and financial performance, develop a definition which relates it
to codes of ethical behaviour as set out in this article. The con-
cept, in effect, examines the ethical impact of the corporation’s
decisions on its various stakeholders — owners, staff, suppliers,
customers, the public at large, and finally, future generations.

In the same way that codes of ethics are questioned, there are
mixed views on the practice of CSR. Some liken it to window
dressing, somewhat akin to the way codes of ethics are at times
regarded. Others argue that the implementation of CSR will
have a beneficial effect on the bottom line. The reasoning behind
this argument is that employees, customers, suppliers, etc. trust
an ethical company and such increased levels of trust yield lower
transaction and compliance costs.

The results of empirical studies on these issues have produced
mixed results. We note that one meta-study (Orlitzky, Schmidt
and Rynes 2003) examining the relationship between ethical and
financial performance shows a positive correlation. The authors
suggest that “corporate virtue in the form of social responsibility
and, to a lesser extent, environmental responsibility is likely to
pay off...” The van Beurden and Gossling’s study (2008) exam-
ines 34 research projects that attempted to relate CSR to Cor-
porate Financial Performance and found that 23 of the studies
found a positive relationship, nine found no signiﬁcant correla-
tion and two found a negative correlation. Their conclusion was
that“There is indeed clear empirical evidence for a positive cor-
relation between corporate social and financial performance”.

Teaching and training - in conclusion

The above paragraphs apply to all types of organisations and
institutions. A study on ethics training by Lawrence Ponemon
(1996) for instance, of 41 US multinationals, for the KPMG
Business Ethics Institute and the Center for Study of Ethics
and Behaviour at Bingham University identified 12 common
features of an “effective ethics training program” The 12 were (i)
Live Instruction, (ii) Realistic case materials (over half the com-
panies used case studies on ethics risks drawn from within their
own organisations), (iii) Comprehensive roll out (i.e. covering
a large percentage of their employees, (iv) Significant group in-
teraction, (v) Separate courses for compliance (coverage of the
legislation that the company has to comply with. ( vi) Small
class size, (vii) Building decision skills rather than preaching
(viii) Use of a professional trainer, (ix) Strong senior executive
support, (x) At least 4 hours of training, (xi) New employee
program (xii) Follow — up, 2-6 months later.

Those of the 12 that can be applied to student classes rein-
force the conclusions argued in this paper. Actual ethical cases
drawn from the discipline, and the building of decision skills on
these cases, rather than preaching, as well as group interaction
and small classes are common themes across the spectrum of
training and teaching in ethics.

This paper has also advocated a number of approaches outlin-
ing the authors’ preferences and supporting arguments when the
literature shows differing practices. Minimal teaching of moral
theory is one such area. Additionally, however, we present teach-
ing practices which widen and extend those already in general

http://ejbo.jyu.fi/



EJBO Electronic Journal of Business Ethics and Organization Studies

use in a number of ways: by building not only the course but also
the code of ethics on current ethical issues in the discipline or
organisation; by the teaching of whistleblower practices and pro-
tection methods; and by the deliberate encouragement of efforts
to build personal negotiation and presentational skills of partici-
pants. We believe these practices will strengthen the impact of
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Creating Managerial Ethical Profiles:
An Exploratory Cluster Analysis

Gian Luca Casali

Abstract

This study profiles managers accord-
ing to the ethical criteria they bring
to their managerial decision making.

Profiling was based on explora-
tory cluster analysis of responses
of academics & students and small

business managers to a multidimen-

sional questionnaire. The data were
collected through a self-reporting
survey (n=82) administrated to

the two cohorts. An agglomerative
hierarchical cluster analysis was
then performed to the two groups

separately on the 8 ethical subscales

from the Managerial Ethical Profile
(MEP). Between-groups linkage
method and squared binary Eucli-
dean distance measures were used
to cluster groups in the given data
sets. Five clusters were found as an
optimal number for the given data
set for one cohort and four for the
other cohort. Four clusters were
common to both cohorts. The study
concluded that a cluster analysis
was useful method for finding the
natural grouping of not well under-

stood influences of ethical principles
in decision making, and their repre-
sentativeness with common practice.

Further study with a larger sample

on identifying distinct variables that

defined clusters will provide better
understanding of ethical principles
influencing managerial decision
making.

Keywords

Business ethics, ethical decision-
making, cluster analysis, small
business managers, academics and
students

Introduction

Since, almost the beginning of behavio-
ral science, researchers and practitioners
have sought to classify people according
to their particular personality traits, with
the aim of being able to predict their fu-
ture behavior. Profiling is a process of
grouping observed physical, social or psy-
chological differences in individuals into
a series of types, whose behaviour will be
more or less predictable. One of the first
recorded attempts at profiling was by the
Greek doctor Hippocrates (c.460 - 370
BCE.), who developed four profiles based
on four factors, which he called“humours”
(fluids). Hippocrates argued that a per-
son is healthy when the four humours are
in balance and all diseases and disabilities
are the result of having either too much
or too little of one or more of these hu-
mours. The four humours were blood,

yellow bile, black bile and phlegm.

Figure 1: The four temperaments

(Image of woodcut from 18th century text by Kaspar
Lavater, in public domain)

According to Hippocrates, four pro-
files or temperaments were linked to the
four humours: sanguine, choleric, mel-
ancholic, and phlegmatic (1945). A san-
guine proﬁle referred to a person with the
temperament of blood, which was usually
associated with optimism, cheerfulness,
confidence, popularity, and fun-loving,.
On the other hand, a choloric profile
was associated with the yellow bile, and
the people in that group were usually
leaders, with high ambitions and very
energetic, who could dominate people
of other temperaments, especially phleg‘
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matic types. A melancholic profile, which
was directly related to the black bile, was
associated with kindness, and was often
perfectionist. Last but not least, there
was a phlegmatic profile, which was re-
lated to phlegm. People in this profile
were viewed as self-content, kind, and
shy. This age-old urge to profile has not
gone away. Donald Trump, for example,
includes comments on the importance
of understanding psychological traits
in making deals in his “how-to-get-rich”
strategies. He argues that understand-
ing the psychology of people involved in
his deals has contributed to his success
as a dealmaker. Another example on the
importance of psychological proﬁling in
business is the notion that the potential
degree of success in a particular role can
be linked to the possession of particular
personality traits; for example, extro-
verted, introverted, intuitive, emotive, ra-
tional and judgmental. Thus, Myers and
Briggs (1998) developed a tool to psycho-
logically proﬁle people by a number of
characteristic personality traits. Another
Widely—used proﬁling tool is the Defin-
ing Issue Test (DIT) developed by Rest
(1979; 1990), which is based on Kohl-
berg’s cognitive moral development the-
ory (Kohlberg 1969). This tool presents
respondents with different scenarios and
asks them to choose between a numbers
of courses of action, proﬁling them based
on their answers, However, concerns have
been expressed about how realistic it is to
establish an individual’s normal proﬁle by
testing their responses to extraordinary
situations. To sum up then, from the an-
cient past to the present the need to un-
derstand human behaviour and render
it more predictable and manageable has
fostered proﬁling. Observing the number
of scandals that have occurred over the
past 10 years in the business arena, it is
not surprising that there should be some
renewed interest in being able to under-
stand and predict the likelihood that
individuals will engage in ethical or un-
ethical behaviours. While much of the
focus on the ethical renewal of public and
private sector organisations has focused
on institutionalising ethics through codes
of ethics and other ethics regimes, there
clearly remains a need to better under-
stand the individual factors inﬂuencing
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managerial ethical decision making. Analyzing managers' fuids,
facial shapes, and character traits, or testing their responses to
extraordinary scenarios, however, are unlikely to yield practical
insights.

When proﬁling, individuals are clustered into groups using
various characteristics as discriminatory factors. To be successful,
these clusters should maximize differences between the groups,
while at the same time minimizing internal differences within
the group. In the modern era, proﬁling has been used in a vari-
ety of ways; for example, marketers proﬁle prospective custom-
ers based of age, income, location and attraction to innovation
(Maenpaa 2006). Profiling is also applied in the criminal justice
system (Pollock 2004). Using factors such as gender, ethnicity,
race, age, personal history, abusive childhood, peer pressure and
others factors, proﬁles are created to identify the characteristics
of the perpetrators of specific crimes (Pollock 2004). Potential
suspects are then identified on the basis of these proﬁles. How-
ever, the experience with proﬁling in criminal justice opens it
up to justiﬁable criticisms, not only on questions of individual
rights, but also in regard to issues such as the biasing of pro-
files through prejudice and stereotyping, as well as the lack of
theoretical and empirical support for its reliability and useful-
ness in practice (Pollock 2004). These misuses of profiling in the
criminal justice domain remind us that the possible predicative
capacity of proﬁling is always a matter of probability rather than
certainty.—it is meant to discriminate between not against peo-
ple. Proﬁling starts off as a facet of analysis; that is, the aim of
the proﬁling, in each case, is to identify some factors (or dimen-
sions) that can discriminate between people and group them
into more or less homogenous clusters.

To respond to the current needs in the business environ-
ment, 2 new approach to proﬁling is overdue--a more realistic
and practical approach linked to what managers are dealing with
every day, and one that includes ethics in the mix. To further this
aim, this paper will first review and evaluate the major research
in the area of ethical decision making in the current literature
and then propose a new method of proﬁling managers, based
on their ethical preferences. With this purpose in mind, this
paper seeks to answer the research question: Can managers be
proﬁled according to the ethical frameworks that they bring to
their managerial decision—making? To develop managerial ethi-
cal decision—making proﬁles, it is important to first identify the
factors that can best facilitate a clustering process based on ethi-
cal characteristics.

Literature review

Usually, when people talk about ethics they wittingly, or unwit-
tingly, refer to ethical frameworks that reflect the major schools
of moral philosophy (Casali a 2008; Ferrell, Fraedrich et al.
2008). In the area of ethical decision making there has been a
significant increase, over time, in the amount of research on indi-
vidual ethical preferences, from Virtually no studies before 1992
(Ford and Richardson 1994) to 21 studies up on 1994 (Loe,
Ferrell et al. 2000), and 42 up to 2005 (O’Fallon and Butterfield
2005). It is not only the number of publications in the area of
EDM that has increased over time, but also the kind of factors
that have been tested. As suggested by Casali (2008) and Fer-
rell et al (2008), the range of influencing factors that have been
tested over time can be summarized in four major categories:
ethical, individual, organizational and external. As the focus of
this study is limited to the ethical factors, further analysis of the
literature will be concentrate on those tools which have been
used to measure the influence of ethics on managerial decision-
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makers. The most popular instruments used for this purpose
are the Defining Issue Test (DIT) by Rest (Rest 1979; Rest
1990), the Managerial Judgment Test (MJT) by Lung (1974),
the Ethics Position Questionnaire (EPQ) by Forsyth (Forsyth
1980), and the Managerial Value Profile (MVP) by Sashkin
(cited in Hellriegel, Jackson et al. 1997). As indicated by Casali
(2008), all these tools have limitations. Firstly, all of them make
a priori assumptions about which and how many categories each
respondent should be allocated. For example, the DIT aims to
allocate respondents into one of the six stages of moral develop-
ment created by Kohlberg (1969), and the MVP is focused on
identifying whether those respondents are either driven by utili-
tarian principles, or by individual rights (deontology), or by so-
cial justice perspectives. When using these tools individuals are
grouped into predeﬁned proﬁles. A second limitation in most
of these studies is the use of scenarios that are purposely devel-
oped to embody an ethical dilemma. Typically, respondents are
provided fictitious situations and then asked what they would
do in each case. Often, they are provided very limited options to
choose from. Each option was developed and presented with the
assumption that if chosen, that would have indisputably sug-
gested that the respondent belonged in one particular category
rather than the others. Once again, individuals are confronted
with a forced choice situation but, more importantly, they are
asked to think about how they would respond to situations that
they might have never encountered before, rather than askin
them how they already respond to more everyday ethical chal-
lenges.

Arguably, it would be better to profile managers according to
their actual ethical preferences. This would require adopting an
a posteriori approach that creates the clusters and profiles from
the responses themselves. In the present study, for example, re-
spondents were not asked to simply place themselves into one
of the four major schools of moral philosophy. Indeed, within
each major school, respondents were offered further various op-
tions. So, for example, two main approaches to utilitarianism
(act and rule) were represented in the questionnaire. There was
also a similar dimensioning of the scales representing deontol-
ogy, virtue ethics and ethical egoism. These scales were not used
to directly represent types; rather, individual responses to the
multidimensional scales were subsequently analyzed to deter-
mine whether there was any statistically signiﬁcant clustering
of responses. These statistically signiﬁcant clustering were then
interpreted by relating the data to recognizable behaviours. In-
terestingly, none of the previous studies found that there is a
universal ethical way to make a decision; the one thing they do
agree on is that there is a need for further research in this area.
The variety of approaches taken also confirms that there is not
just one universal definition of ethics operating in the real world.
Managers draw on a number of different ethical frameworks in
their decision—making. These differences can be explained by
the fact that managers can, for example, look at ethics in dif-
ferent ways (absolutism, relativism and pluralism), or tend to
favor one of the major ethical frameworks (outcome-based, du-
ty—based and person-based). Proﬁling managers based on their
ethical preferences, then, requires a multidimensional approach.

Method

To profile managerial ethical decision making, a Managerial
Ethical Profile questionnaire (MEP) was administrated to two
different cohorts; one consisting of academics and students and
the other consisting of small business managers.
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Measure

The Managerial Ethical Profile (MEP) questionnaire is a new
tool purposely developed to capture managerial ethical prefer-
ences (Casali b 2007; Casali d 2008). The MEP consists of a
total of 52 items covering a number of factors influencing mana-
gerial decision making, such as ethical factors, individual factors,
organizational factors and external factors (Casali b 2007; Casali
d 2008). The first 24 items were purposely developed as a multi-
dimensional ethical scale, representing different principles from
four major schools of moral philosophy: egoism, utilitarianism,
virtue ethics and deontolo V- The MEP ethical scale comprises
eight ethical subscales (Casali b 2007; Casali d 2008):

. Economic egoism (EgoEconomic), represents manage-
rial self-interest, particularly in terms of the role that economic
outcomes, such as profit and cost reduction, play in the manage-
rial decision‘making process.

. Reputational egoism (Egoreputation), is a scale that
refers to managerial self-interest pursued not in terms of eco-
nomic outcomes, but by identifying one’s organization as an ex-
tension of one’s own interests. Therefore, the manager would act
to protect the organization’s reputation, and they would protect
the organization’s reputation, possibly even at the expense of
profits.

. Act utilitarianism (ActUtilitarian), encompasses the
idea that in order to create the greatest overall good it is funda-
mental to evaluate whether the consequences of each proposed
action will create the greatest benefit for the greatest number of
stakeholders.

+ Rule utilitarianism (RuleUtilitarian), expresses the
same interest in the greater good, but instead of focusing on
each separate action it proposes to establish and follow those
rules which benefit of the majority.

. Self virtue (SelfVirtue), promotes the idea that good
decision are made by people who has exhibit a good individual
character virtues.

+ Others virtues (OthersVirtue), as a particular frame-
work of virtue ethics concerns living well with others, promoting
social Well‘being, and would include what is referred to as care
ethics.

. Rule deontology (RuleDeon), focuses on fulfilling uni-
versal duties, such as the golden rules, or acting according to uni-
versal principles (e.g. justice, not harming others, doing good,
and respecting autonomy) in all situations.

. Act deontology (ActDeon), expresses the notion that
the rightness of an act is not determined by the ruthless applica‘
tion of a moral principle, but by determining what particular
duty is demanded in each particular situation.

These subsets of principles are not only widely reflected in
the current literature on ethics (Ferrell, Fraedrich et al. 2008),
they also confirmed by the preliminary validation of the MEP.
(Casali b 2007; Casali d 2008).

Sample Characteristics

For this exploratory study, two different target populations have
been used. The first sample (study 1) comprised academics and
nursing students (N=41). In terms of academic staff, 18 univer-
sity lecturers from different faculties and universities were asked
to answer the questionnaire. In addition, second year nursing
students were asked to fill in the questionnaire, and 23 out of 60
returned it, providing a 45% response rate. For the second sam-
ple (study 2) small and medium size business managers mem-
bers of a Business Enterprise Centre were approached (n=41).
Out of 81 people participating at a business networking break-
fast, 41 usable questionnaires were returned providing a51%
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response rate.

Data analysis

As the objective of this study was to classify respondents based
on their real ethical preferences, rather than pushing them into
predetermined boxes, hierarchical cluster analysis (HCA) was
performed using the eight ethical subscales dimensions of the
MEP. The decision to use a hierarchical cluster method was
indicated by the fact that this was an exploratory study and,
as such, there were not initial pre—deﬁned clusters to be con-
firmed and, therefore, using a non-hierarchical cluster analysis
technique such as K-means would have not been recommended
(Maenpaa 2006). Agglomerative hierarchical clustering can be
used to group cases into clusters based on the assumption that
cases that are close to each other in the input feature space are
similar. Agglomerative hierarchical clustering begins with all
cases as separate clusters and merges the closest clusters until
some criterion is satisfied (Everitt 1993; Gordon 1999). The Eu-
clidean distance was used to measure the distance between cases
in the input feature space. The distance between two clusters
was calculated as the average of the pair-wise distances between
them (average linkage method) (Everitt 1993; Gordon 1999).
The distance between the clusters merged at each step was used
to determine when to stop the clustering. A large distance be-
tween merged clusters indicates that the two clusters may be so
dissimilar that it is inadvisable to merge them.

HCA was performed by using the individual respondents’
computed results for each of the eight ethical scales from the
two cohorts separately (Figure 1 and Figure 2). The most com-
mon visual data representation used with HCA is a dendogram,
which simply reports the degree of similarities between cases,
by putting the ones that are most similar closer together and
the ones that are dissimilar further apart. From a scrutiny of
the graphical outcomes of the two hierarchical cluster analyses,
it could only be possible to identify which are the cases that
are most similar, rather than the ones that are most dissimilar.
However, for the purpose of this study which is to proﬁle man-
gers based on the degree of influences that different ethical prin-
ciples play into their managerial decision making process, two
questions have to be asked: What are the unique similarities in
within the clusters? and What are the dissimilarities between
the clusters? In order to answer these questions, it is necessary
to further analyze each individual computed score of the eight
ethical subscales, as the goal of the cluster analysis is to arrive
at clusters of homogeneous people who differ in meaningful
ways and display only small variations within-cluster, but at the
same time a large variation between different clusters. As prev1—
ously discussed, a characteristic for a successful profile tool is
to be able to maximize differences between clusters, but at the
same time to minimize internal differences. Thus, two principles
have been used to interpret the results of the hierarchical cluster
analysis. They are: high internal homogeneity, which generally
means that the each object included in a particular cluster have a
very strong similarities (for the purpose of this paper this means
that people in a particular cluster have strong similarities in
terms of their ethical preferences), and high external heteroge—
neity, which means that there are signiﬁcant differences between
each cluster, and in the particular that each cluster represents
a unique mix of preferences about the eight ethical principles
(Nunnally and Bernstein 1994; Hair, Anderson et al. 2003).
Every individual computed score from the eight sub-scales were
retrieved and grouped based on the cluster membership from
each of the dendograms (Figure 1 and Figure 2). For example,
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from the dendogram related to the study 1, the computed results
for case 23 and 32 were put aside, then 39 and 40, then 38, 5
and 8, and go on and go fourth. When, all the respondents and
associated computed scores were sorted into their most relevant
cluster by the allocated number of data entry on the dendogram,
then close clusters such as 23 & 32 and 39 & 40 were examined
ciosely, to identify either a reason to join them together or to be
keep them separate, based on their computed results.

Results

As a result of a process of mix and match based on the two
principles (high internal homogeneity and high external hetero-
geneity), a number of strong cohesive clusters were found, and
the overall means for each clusters calculated. Thus, five clusters
for study 1 (academic and students), and four clusters in study
2 (small business owners) were found (see Figure 1 and Figure
2).

Even though, those two studies have ended up with two differ-

Figure 1- Dendogram for hierarchical cluster analysis on Academics and Students
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Figure 2- Dendogram for hierarchical cluster analysis on Small Business Managers
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ent overall totals of clusters (five in study 1 and four in study 2),
closer examination of the pattern of responses in each cluster,
based on the average scores of the eight ethical sub-scales, indi-
cates strong similarities between the results of the two studies.
In fact, it is possible to argue that the fours of the clusters from
study 2 match with fours of the clusters from study 1 (see table
1).

Table 1- Comparison between HCA results (computed means)
from Study 1 and Study 2 in relation to the 8 ethical subscales
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Discussion

Based on the results from the two studies, four clusters with very
similar patterns were identified in both studies, with one extra
cluster found oniy in study 1. This result can be accounted for
by the particularity of the second sample (small business own-
ers). It is important to examine each cluster in detail in order to
understand their differences, particularly in terms of the differ-
ent degrees of influence that the eight ethical subscales have on
decision making. Suitably interpreted, each of the five identified
clusters can be treated as a managerial ethical profile, identifying
what ethical frameworks are likely to routinely influence the de-
cision rnaking of the managers who were surveyed. The results
used in the HCA reflected a five Likert-scale assessing the im-
portance of each items in the respondents managerial decision
making process, where 1 was extremely important and 5 was
not important at all. Therefore, if for a particular ethical sub-
scale the mean computed results is 1, or near to it, that means
that ethical principle is extremely important for that particular
managerial ethical profiles. The results for the five clusters are
shown in table 1.

Developing the Managerial Ethical Profiles

As previously stated, managers use a number of ethical princi-
ples in their decision-making processes. These principles may
be from only one ethical framework (absolutism) or a combina-
tion of principles from a number of different ethical frameworks
(relativism or pluralism). Where a manager uses principles from
different ethical frameworks, a further differentiation is needed.
If a manager switches between ethical frameworks depending
exciusiveiy on the situation, then they would be included in the
ethical approach called ethical relativism. Based on this view of
ethics, ethical principles can be adjusted according to their fit
with a particular situation. On the other hand, ethical pluralists
are those managers who draw principles from different ethical
frameworks; that is, they would argue that there are multiple
perspectives on an issue, and each of those views contain part of
the truth but none of them hold individually the whole truth. In
more operational terms, for the purpose of this paper, manag-
ers who scored all the ethical principles equally, and who agree
that all those principles are extremely important are considered
to be ethical pluralists, and those who scored ethical principles
equally but less important are treated as ethical relativists.

Due to the strong exploratory nature of this study, as the first
study using the MEP to proﬁle managerial ethical decision, the
following structure will be used to interpret the results from the
hierarchical cluster analysis:

+ Graphicaliy representing each cluster based on their

scores on the 8 subscales from the MEP (as
shown in table 1)

Study 1 Academics and Students

EcoEgo RepuEgo ActUti  RuleUti  SelfVi  OtherVi A
Cluster1 1.8 1.5 1.4 1.5 1.3 1.3 1.
Cluster2 2.6 2.1 2.3 1.7 1.5 1.8 1.
Clusterd 2.2 2 2.4 1.8 2.6 2.4 2.
Cluster3 3.5 3 2.2 2 1.7 1.6 1.
Cluster5 2.2 1 1.8 1.2 1.8 1.2 1.
Study 2 Small Business managers

EcoEgo RepuEgo ActUti  RuleUti  SelfVi ~ OtherVi A
Cluster1 1.1 1.1 1.1 1 1 1.1 1.
Cluster2 2.3 2 1.9 1.6 1 1.2 1.
Cluster3 2.1 1.9 2 1.6 2.1 1.8 1.
Clusterd 2 2.2 2.6 1.6 2.6 1.9 2.

+ Discussion about possibie meanings

of the results, and on how they can be inter-
Ffu2|eDe preted in terms of managerial ethical decision
13 making.
23 + Naming the profiles based on their
1.8 characteristics, and
1.2 . Providing a “motto” to explain each
profiles in a more general terms
RuleDe
1.1
1.2
1.5
2

(Table developed for this study)
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Profile 1: Duty Follower

Duty Follower Profile

Figure 3 duty follower profile according to the 8 subscales from the MEP

This proﬁle is characterized by a very strong preference for
the non—consequentialist theories such as deontology and vir-
tue ethics and weak support for economical egoism. This would
suggest that respondents in this cluster see ethics from a par-
ticular perspective and believe that some ethical frameworks
are more important than others. They could, therefore, be also
seen as supporting an absolutistic view of ethics (see table 1).
Looking at the items representing the non‘consequentialists
ethical theories, it is arguable that the main philosophy behind
the managerial ethical decision-making (MEDM) of the man-
agers that belong to this proﬁle, is that managers need to pos-
sess strong character virtues in order to fulfill their duties--in
particular, their professional duties. Managers in this proﬁle
are committed to being ethical and applying universal rules in
their decision making, and they are quite strongly opposed to
allowing economic outcomes to override principle. Based on the
strong propensity to follow duties, this cluster has been named
the duty follower managerial ethical proﬁle. In this case, deci-
sions are guided more by rules and duties than by considering
the consequences of those actions. They have a more absolutistic
view or morality, and they are very strong advocates for particu-
lar universal duties such as do not lie or do not kill. Managers
with this proﬁle are very faithful to rule and cluty, but the related
risk is that this can be achieved at the expense of ﬂexibility. For
instance, as a general example, if a rule is not to lie, then a cluty
follower would not lie to the Gestapo asking if they know where
the hiding place of some Jews is. Their major concern is about
the moral standing of themselves, rather than the consequences
for the reputation of the organization.

The motto for this profile is:"do what is right no matter what
the costs”

Profile 2: The Chameleon

Chameleon Profile

COEGD REFUEGO RULEUTI  SELFVI RULEDE

OTHERY

Figure 4 Chameleon profile according to the 8 subscales from the MEP

This profile is very different from the previous one, due to
equal importance given to each of the all eight ethical categories,
rather than a strong preference for a particular one. However,
the responses related to this cluster are not very strong (see ta-
ble 1), suggesting that people in this cluster might use different
ethical frameworks; not at the same time, but more instrumen-

tally to a particular situation. The ethical philosophy behind
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this proﬁle is that the manager is aware of the different ethical
positions, and will decide which best suits a particular situa-
tion. Managers in this group are not strongly committed to one
type of ethical theory, therefore they might use particular ethical
principles in order to protect the organizational reputation by
following those rules that either promote the greatest good and
that uphold human principles. This proﬁle has been named the
chameleon. Just as the reptile of the same name changes its skin
color to fit in with its surrounds, these managers assess the dif-
ferent ethical view points and decide which is the most appro-
priate for a particular situation. Arguably, the chameleons have
a more practical view of morality, as they do not rigidly hold a
particular position but assess the context first and then apply
the ethical framework that is most appropriate to that particular
situation. However, while this proﬁle is more flexible than the
duty follower, there is also a risk that all this ﬂexibility could
simply encourage decision-makers to blend in with the prevail—
ing culture—'when in Rome do as the Romans do’--rather than
engaging with it proactively. Relatively speaking chameleons,
compared to others proﬁles, have less independence in ethical
decision making capacity because they are strongly affected by
significant others (experts/superiors) and the organizational
culture. Using a business example, a chameleon would be more
likely to accept an expensive gift with no reservation if that is
a common practice in that country and, most likely, keep it as
well. Too many chameleons in an organization may be a barrier
to effectively challenging and changing unhealthy organizational
cultures. A possible motto for this proﬁle is: “when in Rome do
as the Romans do’

Profile 3: Guardian Angel

Guardian Angel Profile

Fil & ELF T HERYW P H LE

Figure 5 Guardian Angel profile according to the 8 subscales from the MEP

In this proﬁle, the most important ethical principles are all the
non—consequentiliasts principles, as for the cluty follower, plus
rule utilitarian—a combination that can be summed up as man-
agers not only making sure that they conform to rules and that
the clignity of others is maintained, but also keeping an eye on
the overall outcomes (the greatest good for the greatest number)
as well. They are strongly committed to fulﬁlling the obligations
that go with a public or professional role and, therefore, they
feel a cluty to consider the consequences of their decisions and
to treat others fairly. Due to very nature of this profile, which is
to protect and to guide, it has been named the guardian angel.
Like the duty followers, managers in this group tend towards
an absolutistic view of ethics, but are not as narrow. They obey
rules but, at the same time, they use their wisdom as well to
consider the impact on others of so cloing. Thus, if asked by the
Gestapo about the hiding place of their Jewish neighbor, they
would weigh up honoring the duty of truth-telling against the
duty to protect innocent people, in this case by lying about their
location. A risk with this proﬁle is that the potential conflict
between duties may lead to inconsistent responses. The Motto
for this MEP is: “following those duties that promote the great-
est good”
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Profile 4: The Defender

Defender Profile

Figure 6 Defender profile according to the 8 subscales from the MEP

The results for this cluster are strong on the non-consequen-
tialist ethical principle but equally, if not stronget, on the ethi-
cal egoism sub-scale of reputation. Managers in this group are
very loyal to the organization, and they would make decisions to
protect the reputation of the organization. Good public opinion
about one’s self and one’s organization are more important than
the bottom line. People in this proﬁle would spend more time
weighing up what is good versus what is good for the organiza-
tion. The virtues of the people in this cluster are directed strong-
ly towards the wellbeing of their organization. Those people are
extremely important for the company because they are the most
loyal to the company, and are less likely to undermine its goals
by pursuing their own individual self-interest (Casali a 2008).
However, the excessive loyalty of the defender is not always
helpful. Due to the fact that defenders have scored low on the
sub scale of self virtue, it may indicate a lack of focus on internal
morals. This situation could increase the chances of engaging in
illegal or unethical actions in order to protect the organization
reputation. Like an avid defender in a soccer team they would
accept the risk of a penalty by taking an opponent down in front
of goal, and perhaps even risk a personal sending off for the good
of the team. Another example would be the behavior of some
employees of the Australian Wheat Board. Its former chairman,
when accused of bribe and breaching a number of UN oil-for-
food sanctions, said in a statement issued by his lawyers: “I em-
phatically deny that I acted in any manner other than in the best
interest of AWB and its shareholders.” Going back to the exam-
ple of the gold gift, managers in this proﬁle would accept the gift

only if that action would benefit the organization. A motto for

this profile could be:“the defender of the faith”

Profile 5: The Knight
Knights Profile

Figure 7 Knight profile according to the 8 subscales from the MEP

The final proﬁle identified in this study represents of the ethi-
cal view point of ethical pluralism. The average results on all
the eight ethical sub-scales are between 1 (extremely important)
and 2 (very important). This MEP has been named the knight.
These managers are more consistent in trying to maximise their
values, the organization’s values, keeping economic factors in the
picture, and considering the impact of decisions on all stake-
holders. They try to maximise the good in both themselves and
the world around them. They pursue happiness and excellence,
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and aim to be a good person, working for a good organization
and building a better world. Managers that are part of this pro-
file are ethical pluralists, but in a much stronger sense than the
chameleons. They will take into consideration all the individual
moral principles, but put them into a more universal than local
context. Usually, the knights are very conscientious and skilful
and, therefore, very important to an organization. However,
there are two main risks related to the knight proﬁle. The first
risk is that the organization might fail to live up to the knight’s
very high expectations, and they might become a troubling pres-
ence in the organization and a potential source of challenges to
those in authority’ The second risk is that knights are so highly
skilled and independent that can easily transfer their allegiances
to other masters (organizations). They would use their skills and
experiences to maximize all the ethical frameworks in relation to
all stakeholders. Motto: “Being the best I can be, doing the best
for everyone, and domg the rlght thing in all situations”

As prev1ously suggested the five managerial ethical profiles
represent a mix of ethical principles that managers are influenced
by in making their managerial ethical decision making process.
For example, the Duty Follower indicates that managers in this
profile are strongly devoted to follow duties and in case of com-
peting duties they would prioritise them not based on expected
economic outcomes, but more based on fulﬁlling universal du-
ties or protecting rlghts The Guardian Angel is similar to the
Duty Follower; however, the main difference between the two
is intrinsically grounded in the idea that we should follow those
duties that create the greatest good for the greatest number of
people. On the other hand, the Defender profile suggests that
managers would prioritise choices based upon the degree of im-
pact that those possible options would have on the organiza-
tion’s reputation even at the expense of proﬁt or fulﬁlling uni-
versal duties. The Chameleon is the most relativist proﬁle of all,
suggesting that managers in this proﬁle are strongly influenced
by significant others or by the organizational culture or both, as
they are aware of the different conﬂicting ethical principles, but
have not developed a framework for prioritising them in case of
conflicting principles. Last but not least is the Knight. Contrary
of the Chameleon, managers in this profile have developed that
framework to assess conﬂicting principles, and underpinned it
with their personal and professional experience and wisdom. A
Knight profile suggests that managers would strongly rely on
their own skill and knowledge and be less influenced by signiﬁ—

cant others or the organization.

Conclusion

As a problem of many profiling techniques currently used with
respect to ethical decision making is that use“a priori” clusters
(based on pre-existing schools of moral philosophy, reducing
the capacity to adequate capture reality of decision making.
This paper has established that allowing respondents to create
their own clusters, rather than being simply allocated into one
of the school of moral philosophy, can significantly advance cur-
rent understandings about managerial ethical decision making
in practice. Giving the opportunity to respondents to pick and
choose particular dimensions reflecting different ethical frame-
works has led to the development of a number of “a posteriori”
clusters. As a result of this study, 5 clusters have been identi-
fied in the first study and only 4 have been found in the second
study, results that can be explained by the nature of the second
sample. The missing profile from the second study is the“Duty
Follower”, a profile characterized by a strong devotion to uni-
versal principles and organizational duties but a strong disre-
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gard for economical factors (see table 1). While people working
in large organizations may have the luxury of letting someone
else look after the bottom line, it is arguable that small busi-
ness managers, because of their very nature cannot disregard the
bottom line, otherwise they would be out of the business im-
mediately. It is important to emphasize that although these five
profiles are all ethical, however that they would look at the same
problem, and assess it based on different criteria. For example,
a duty follower would make sure that universal rights and du-
ties have been fulfilled even at a great cost in terms of money or
efficiency or effectiveness. Where a chameleon, would mostl
ask an expert opinion on that matter and then follow that ad-
vice. A knight on the other hand would look at the problems
from a different point of view and then try to find that solution
that would maximize benefit to all. The Defender would make
any decision that would improve an organization’s reputation
or at least protect it at all costs. Last but not least, the Guard-
ian Angel would seek to satisfy universal duties, but also takes
economical factors in to account, thereby seeking the greatest
good for the greatest number of people but not at the expense
of the business.

Possible practical application for the MEP

Despite the fact that this is an exploratory research, some possi-
ble practical usage for the managerial ethical profiles (MEP) can
be suggested. MEP could be used in assessing possible board
members, as having each of the five profiles represented could
increase a board’s effectiveness and efﬁciency and reduce the risk
of groupthink. At the individual manager level, the managerial
ethical profile can be used as a self-education tool, informing
individuals about their ethical strengths and weaknesses (based
on their profile). On the other hand, the MEP could also be
used by a multinational organization to map their subsidiar-
ies around the globe based on the concentration of the differ-
ent managerial profiles. They would be able to better assess the
risks related to giving high degree of autonomy in terms of deci-
sion making to a subsidiary that has a strong concentration of
duty followers, who would be looking for some rules to follow.
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search in this area is needed to address a number of questions
and to advance understanding about the managerial ethical pro-
files themselves. Questions that should be further investigated
include: Are the managerial ethical profiles stable across differ-
ent countries, sectors and cultures? Are there any particular in-
dividual traits that belong to a particular profile? Does organi-
zational size affect managerial ethical profiles? The results of
this study indicate that the MEP questionnaire will be a useful
tool for further inquiry into managerial ethical decision making,
As this is only an exploratory study based on the preliminary
results of two rather small samples (41 respondents), the find-
ings should be viewed with same degree of caution in terms of
their generalizability. Having said so, each of the two samples
were analyzed by using a statistical tool that performs at its best
with small sample data and able to perform in a reliable and
valid way, as shown in this paper by reproducing four of the five
overall ethical profiles across the two studies.

Footnote

The five proﬁles discovered in study 1 were also found in a larg—
er study based on 441 healthcare managers in Australia. A paper
reporting the findings of this more confirmatory research has
been presented and published in the peer review section of the
ANZAM (Australian and New Zealand Academy of Manage-

ment) 2008 conference proceedings’

Hellriegel, D, S.e. Jackson, etal. (1997). Management, South Western
College Publishing.

Kohlberg, L.(1969). Stage and Sequence: The cognitive developmental
approach to socialization.

Loe, T. W, L. Ferrell, et al. (2000)."A review of empirical studies assessing
ethical decision making in business.” Journal of Business Ethics 25(3):
185.

Maenpaa, K. (2006)."Clustering the consumers on the basis of their
perceptions of the internet banking services.” Internet Research 16(3).

Myers, I, M. McCaulley, et al. (1998). MBTT Manual. Palo Alto CA,
Consulting Psychologists Press Inc.

Nunnally, J. C.and I. H. Bernstein (1994). Psychometric Theory. New
York, McGraw-Hill Inc.

O'Fallon, M. ].and K. D. Butterfield (2005).°A Review of The Empirical
Ethical Decision-Making Literature: 1996-2003." Journal of Business
Ethics 59(4): 375.

Pollock, J. M. (2004). Ethics in crime and justice. Australia, Thomson
Wadsworth.

Rest, ]. (1979). Development in Judging Moral Issue. Minneapolis,
University of Minnesota Press.

Rest, ]. (1990). DIT Manual. Minneapolis, Center for the Study of
Ethical Development.

http://ejbo.jyu.fi/



EJBO Electronic Journal of Business Ethics and Organization Studies Vol. 13, No. 2 (2008)

Author

Gian Luca Casali. Gian Luca Casali is a Lecturer in the School of Management at Queensland University of Technology (QUT) where he
coordinates the undergraduate programs at the Caboolture campus (regional campus) and teaches management and entrepreneurship courses. His
research interests include business ethics and CSR (corporate social responsibility) and entrepreneurship. Gian Luca received his BBA from University
of Turin (SAA) major in marketing, and an MBA from Central Queensland University (Australia) major in international business. He is currently
finalizing his PhD on managerial ethical decision making at QUT.

Contact details: Gian Luca Casali, Lecturer / School of management / Queensland University of Technology (QUT), Ph (Caboolture Campus):

(07) 5316 7403 and Fax (07) 5316 7421 Ph (Garden Point Campus): (07) 3138 5096 and Fax (07) 3138 7903, E-mail luca.casali@qut.edu.au,
website www.qut.edu.au

34 | http://ejbo.jyu.fi/



EJBO Electronic Journal of Business Ethics and Organization Studies

Corporate Executive Salaries — The
Argument from Economic Efficiency

Scott Elaurant

Abstract

The very high level and constant
growth in salaries for corporate
executives has been a trend causing
debate for over a decade now. It
has given rise to a range of argu-
ments for and against high salary
levels. The single most prevalent
argument for high executive salaries
has been the argument based on
economic efficiency. In this argu-
ment, high salaries for corporate
executives are justified as they form
an incentive that motivates them to
high performance. While striving

to earn these incentives, executives
achieve improvements to produc-
tivity in their firm, which benefits
society. This paper considers the
argument from economic efficiency
from a philosophical viewpoint.
Arguments for and against this jus-
tification are examined for consist-
ency with philosophical (distributive
justice) and economic theory to test
their logical soundness. Empirical
evidence from Australian and United
States salary markets is also exam-
ined where relevant to conclude on
the validity of the arguments. Most
arguments for high executive pay
are shown to be unsound in that
they assume cause and effect by
linking the executive’s actions to the
corporation’s performance. Philo-
sophically, the efficiency argument
may be valid, provided empirical evi-
dence confirms that high executive
pay leads to improved societal well-
being. However on the evidence of
most studies that is not empirically
true for executives in Australia and
the United States

Introduction

This paper considers corporate execu-
tive salaries from the viewpoint of philo‘
sophical (consequentialist) theories of
distributive justice. That is, it considers
whether the level of such salaries can be
morally justiﬁed for the society in which
the corporation operates. This paper
will examine one category of commonly
cited justifications for high corporate
executive salaries - arguments from eco-
nomic efﬁciency’ These arguments for
high rewards for leaders of corporations
conceived as an incentive type argument.
That is, the rewards are (ethically) justi-
fied in so far as they provide an incentive
towards an outcome that increases utility
in the society.

There are a multitude of corporate
structures and terminologies used in
capitalist economies. For purposes of
this discussion we will focus on publicl
listed corporations (or firms) typical of
those traded on stock markets. These
are defined as consisting of shareholders,
directors representing shareholder inter-
ests, executives reporting to the directors,
and employees managed by the executives
(Jensen and Mecklin 1976). Executives
are employees with power over the cor-
poration’s assets.

This paper was prepared largely before
the advent of the global financial crisis of
late 2008. Data considered is based on
market conditions as they were prior to
the severe declines in share values that
occurred during the crisis. Although not
examined in this paper, it is considered
that the financial shock and subsequent
events validate some of the concerns
raised here about corporate executive
salaries and raise further concerns.

Corporations and
Ethical Justification

From a consequentialist (utilitarian) eth-
ical viewpoint, an activity will be justiﬁed
if is beneficial to the whole community
of interest that the activity is practiced in.
For most corporations this community of
interest will be the society or nation-state
itis incorporated in, and for international
corporations it will be the international
community.
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The structure of corporations is such
that the potential benefit and motivations
for each stakeholder group in them is dif-
ferent. If the corporation is carrying out
a socially beneficial activity the society
will wish it to be proﬁtable and continue,
Depending on the structure of rewards
within the corporation, if each stakehold-
er group within it acts through rational
self-interest they may all have some vary-
ing degree of motivation to see the corpo-
ration be proﬁtable and continue. They
may still differ in their preferences for the
distribution of the benefits of a corpora-
tion’s activities.

Economic Efficiency Argument

Jensen (1990) and others used empirical
evidence to demonstrate that there was a
link between large pay bonuses provided
to executives on a performance basis and
irnproved corporate performance . These
theories in part motivated the trend be-
ginning in the 1990s of deliberate struc-
turing of corporate executive salaries to
match performance of the corporation as
closely as possible, usually through op-
tions to purchase shares in the company
on advantageous terms offered to the
executive. Over time the under—costing
and over-issuing of such bonuses has
led to much higher salaries and Jensen's
objectives not being realized. However
this misapplication does not necessarily
invalidate Jensen’s theory’ It is economi-
cally rational for corporations to pay ex-
ecutives bonuses such as those espoused
by Jensen if it increases the economic ef-
ﬁciency of the firm and returns to share-
holders.

Jensen was considering executive pay
from a purely economic viewpoint in
terms of the firm’s self-interest. For phil—
osophical justiﬁcation this is a necessary
but not sufficient condition for the eco-
nomic efﬁciency criteria to be satisfied by
high executive pay. For high executive
pay to be economically efficient it must
be such that:

- high executive pay increases economic
efﬁciency for the firm and

- greater efﬁciency for the firm im-
proves social utility.

The following conditions are also re-
quired to be satisfied for the corporation:
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- gains from increased efficiency for the firm exceed the cost to
the corporation of the high executive pay;

- gains from increased efﬁciency for the firm exceed the "op‘
portunity cost” of the high executive pay. That is, there is not a
more efficient way available to the corporation to achieve the
same or greater gains at lesser cost.

An important qualification on this theory is that high execu-
tive salary needs to result in a benefit to the society for it to be
justiﬁed in terms of consequentialist ethics. Increased returns
to the firm are not sufficient. Increased efﬁciency for the firm is
a potential justiﬁcation, but the efﬁciency must increase social
utility either directly or indirectly‘

This means that the corporation must not be engaged in a
legal but socially harmful activity. Improved efﬁciency for a
corporation engaged in such an activity would not ethically jus-
tify a high salary for an executive. Even in beneficial activities,
improvements in economic efﬁciency may create negative exter-
nalities that are not internalized and lead to social harm. There
must be a net benefit to society to be ethically justiﬁed.

Similarly, improved efficiency for an individual corporation
that gives it a competitive advantage but with no benefit low-
ing to the society would also not justify high salary. Examples
of such cases might include improvements to increase market
share by dominant corporations within an industry, where ben-
efits may be confined to the corporation’s shareholders but not
distributed within the society in which the goods are produced
or consumed. For these firms a high salary to attract talented
executives would be a rational strategy in pursuing the corpora-
tion’s own self- interest. The society in which they operate will
be indifferent to gains in economic efﬁciency in such firms, if
they merely result in a transfer of wealth or market share from
one corporation to another.

More normally, gains in factor efficiency by a corporation
should result in gains in social utility in the long term. Unless
the corporation is a monopoly any gains will be won at the ex-
pense of other market competitors, These other firms will then
have to either increase their own efficiency or lose market share.
Over time more and more of the goods produced in that mar-
ket will be produced more efﬁciently, and the price offered to
consumers should be reduced by competition. (This will not
hold for unregulated monopolies, where the benefits may not be
passed on beyond the corporation, or multi-national corpora-
tions where the benefits may accrue to other societies.) Provid-
ed the industry isnota monopoly, social utility should benefit in
the long run from efﬁciency gains by a corporation.

Provided that the increased productive efficiency of the cor-
poration leads to growth in overall societal income and wealth,
and that the income and wealth is fairly distributed within the
society, it should then benefit all or most members of the society
in the long run. The high executive salary may then be justiﬁed
in consequentialist terms by being in the long term interests of
all members of the society. Philosophically economic efﬁciency
asa justiﬁcation for executive salaries is, in terms of distributive
justice, a form of incentive theory, loosely framed around (soci-
etal) welfare principles.

Jonathon Riley has described this as a “second best” theory.
That is, it is only a partial justiﬁcation, and applies if and only
if the empirical evidence actually supports the claim. There is
no inherent benefit to the society in high rewards to executives
in themselves, and arguably some dis-benefit from the effects
they will have on social equity. Thus the high rewards are only
ethically justiﬁed for the society if the high rewards lead to ad-
ditional benefits to the society.

Empirically it is difficult to prove this argument either way.
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At the macro level there is a strong basis for economic efficien-
Cy arguments in the history of economic philosophy. Adam
Smith (1776) cited the long term advantages to a society from
increased economic efﬁciency as the primary benefit and reason
for a market-based capitalist economic system. The countries
having systems that encouraged economic efﬁciency were gener-
ally the richest at the time when Smith wrote. By the year 2000
all of the world’s richest nations had market-based capitalist
economies. These nations almost without exception enjoy the
highest per capita incomes, longest life expectancy, and provide
the greatest benefits to their citizens (based on OECD statistics
and UN Global Development Index).

However the fact that the nations with most efficient corpo-
rations are generally the societies with highest utility does not
prove that efficient corporations are the cause. Other factors
such as better education systems, infrastructure, social change
and technological change might all be identified as possible
causes of economic growth, Efficient corporations might be a
product of economic growth in a nation, rather than the cause.

At the level of individual firms it is more difficult to validate
the economic efﬁciency argument. It would be necessary to
demonstrate that high executive salaries cause more corpora-
tions to become more efficient to justify them based on econom-
ic efficiency. This would require proof both that the actions of
executives caused greater efﬁciency in corporations, and that it
was the high executive salaries that motivated the executive’s ac-
tions. In both cases, deﬁning the effects of executives decisions
on a corporations efﬁciency is extremely difficult.

The practical difficulty at the level of individual firms is the
same as for any contribution based theory applied to groups ~— it
cannot be shown that gains in economic efficiency for a group
are the result of the actions or efforts of any one member of the
group, including the executive. If gains in the performance of
a corporation are examined in isolation, they may be the result
of economic, organisational or technological improvements that
affect (at least) other firms in that industry. For this reason most
studies of executive performance rely on comparing perform—
ance between corporations in the same industry or market. The
studies then make the assumption that any differences in form'’s
performance are due to differences in executive leadership. This
ignores the potential for other internal and external influences,
such as exceptional contributions from other members of the
corporation. Hence it is likely to overstate the value of executive
contributions where improvements occur. Nevertheless, com-
parative performance of a firm within an industry appears to be
the best proxy available for measuring executive performance.

For corporations which do not have better than average per-
formance, which will be most firms, it will not be possible to
identify any contribution by the executive, which may greatly
understate their contribution. For these reasons the compara-
tive analysis should be carried out over time, with the change in
relative performance over time compared with that firm’s start-
ing position in the industry used as a proxy of executive per-
formance. This would require the performance component of
executive pay to be made after the fact, when long term results
are known. (This is consistent with current practices of delay—
ing the time when executive share options may be exercised.)
The results of comparative analysis of performance would then
justify differentials between performance pay for individuals,
although they would not justify any particular level of pay for
executives,

Logically, if it is believed that executive performance is the
primary determinate of comparative corporate performance,
then some executives are also presumably responsible for the
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losses on investment (relative to opportunity costs) incurred by
any firm with below average performance, In such cases the
value of the executive’s performance is presumably a very large
negative value, meriting dismissal or sanction, rather than any
level of reward. Yet none of the studies trying to link executive
pay and performance (Jensen et al) have attempted to measure
the cost or loss induced by poor executive performance.

A final difﬁculty is that, even if the contribution to a corpora-
tion of executives decisions can be isolated, it may not be possi-
ble to isolate the performance of the CEO from the performance
of the rest of the executive group. One possible way to overcome
this would be by identifying the period when a particular CEO
was present and isolating the performance during their tenure
from that before and after. The difficulty with this is that the
impact of many decisions on corporate restructuring or strategy
by a CEO may take time to take effect. Thus the full benefits
or disbenefits of their decisions may not emerge till some time
later. A solution would be to treat performance bonuses for the
executive group in an identical fashion, distributing benefits to
a pre‘agreed formula at a later time when comparative industry
performance is known.

Alternative Arguments: Economics of Superstars

Other arguments have been raised to explain the existence of
high executive salary, but they are not ethical justifications. An
example is the claim that executive salaries are an example of
“the economics of superstars”. There are some fields, notably
sporting, arts and entertainment, where “superstar” performers
may earn rewards far greater than the average for that field. The
potential incomes in these fields have the character of prizesina
tournament, with a comparatively small number of prizes rela-
tive to the number of competitors.

It has been recognized in economic analysis by Rosen (1983)
that in such highly competitive fields, a slight edge in perform‘
ance may create a signiﬁcant increase in the chance of competi-
tive success. This allows more talented performers to charge
an economic rent for their performance and attract a reward
premium far greater than the actual difference in performance.
The employer of the superstar (or the superstar themselves if
effectively self‘employed) can then charge users or spectators a
premium fee for the performance. Thus very high rewards for
superstars might still be in the rational self-interest of the em-
ployer.

This theory has been suggested to explain very high rewards
for corporate executives with exceptional performance (Gabaix
and Landier 2005). It can be applied to corporate executives
at two levels - comparing salaries between CEOs of different
firms, and between the salary of CEO and other employees
within a firm.

Considered at the level of comparing CEOs between firms,
if exceptional CEOs can generate exceptional performance for
their firm, this theory would predict and justify a large range of
CEQO salaries, ranging from very low for poor to average execu-
tives, to very high for exceptional executives, The actual distri-
bution of CEO salaries is not as would be predicted by this the-
ory. While there are some CEOs paid more than others, none
are paid poorly, and the average salary for CEOs is exceptional
(Bebchuck and Grinstein 2005).

Considered at the level of comparative salary within firms,
this theory might justify a wide variation of salaries between
CEOQOs and other corporate executives. In this case, the position
and salary of CEO could act as a prize that executives compete
for, motivating higher performance from the executives, to the
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benefit of the corporation (Benjamin 2002). While this appli-
cation of the theory would implicitly acknowledge that CEO
salaries were not justiﬁed by the performance of the CEQ, it
would justify high executive reward if the overall performance
of the corporate executive as a group produced a corresponding
benefit to the shareholder and/or community.

Arguments Against Economic Efficiency Justification

Having considered the arguments for economic efficiency asa
justiﬁcation for high executive pay, there are also several counter
arguments to examine. These fall into four broad categories —
(1) other causes of efficiency, (2) objections from more sophisti-
cated motivational theories of behavior, (3) supply and demand
and (4) burden of proof arguments.

(1) Other Causes of Efficiency

Measured at the societal level, a range of political, social, and
technological changes may cause economic and social advances,
apart from the business efficiencies that may be generated by
a single executive or corporation. The economic growth and
prosperity enjoyed by most OECD nations in the 1990s might
just as easily be traced to other causes such as the “peace divi-
dend” from the end of the cold war, increased computerization,
the baby boom ensuring record high workforce participation,
and the increasing globalization of world trade. There seems
no reason to attribute the global growth trend particularly to
corporate management decisions.

The most comprehensive studies to date of the causes of busi-
ness efﬁciency and competitiveness were those carried out b
Micheal Porter in the 1980s and 1990s. Porter (1990) devel-
oped a model of factors that consistently influenced the success
of different businesses. Economic efficiency of the corporation
or industry itself (regardless of cause) was only one factor in a
firm or industry’s success. One factor, government policy, was
beyond the direct control of the corporation. The other four
factors were external influences that firms had to respond to,
rather than things they led. Corporate leadership was not iden-
tified as a signiﬁcant factor, although it might be argued that it
influences the response to some of the causal factors.

In an Australian study the apparent causes of improved efh-
ciency have included scale economies, technological innovations,
X (factor)—efﬁciency gains and the removal of behavior aimed at
merely satisﬁcing performance targets rather than maximizing
performance (Quiggan 1998). Gains in factor efficiency may
have been due to corporate leadership, such as through restruc-
turing of corporations. This is plausible but difficult to prove.
It cannot be isolated from other potential causes of factor effi-
ciency gains, such as changes to regulation or government policy.
For example, reforms to labor markets might improve factor ef-
ficiency in an industry regardless of the actions of an individual
executive, Even where the fortunes of a single corporation had
a determining and beneficial effect on a single nation’s economy,
such as the Nokia corporation’s growth relative to the Finnish
economy in the 1990s, that success has not been linked to the
actions of any single executive (Haikio 2002).

The existence of alternative causes for corporate success and
difficulties in measurement does not disprove that executive
leadership affects corporate performance. It could be argued that
putting an idea into practice, particularly ina large complex or-
ganizational environment, is a difficult task in itself and deserves
pay separate to the desert base of conceiving the idea. Thus even
if an executive has not developed the products or innovations re-
sponsible for improved performance, and is simply putting into
practice standard concepts of management theory, that practice
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still generates value and deserves reward. In this case the desert
base is the relative effectiveness with which some new organiza-
tional or technological change is implemented in the firm. The
other employees of the firm who must carry out the change also
share in the desert base of any improvements resulting to the
firm’s performance, The desert base for the executive is, once
again, some share of the comparative improvement of the per-
formance of the firm relative to other firms in the same industry
with similar organisation and technology. There still seems no
justiﬁcation to attribute all of the gains from the change in the
firm’s performance solely to the desert base of the executive.

(2) Executive Motivation

The efficiency argument assumes that the predominant motiva-
tion inﬂuencing the behavior of corporate executives while car-
rying out their duties as an executive is personal financial gain
in the form of salary. It relies on closely linking the salary to
the corporation’s performance, typically measured through the
share price. This assumption has been explicitly used by those
in favor of high executive pay justified by links to corporate per-
formance, such as Murphy and Jensen (1990). There are alter-
native theories which may be applied to executive motivation
that would give different conclusions.

Economic viewpoint: Income and Substitution Effects

The assumption that CEOs motivated by salary will strive for
greater corporate efficiency if paid more is simplistic from an
economic viewpoint. It ignores the fact that there are two recog-
nized effects on the supply of any type of labor from an increase
in the price of that labor - an income effect and a substitution
effect. These act in opposite directions.

The income effect means that the increased income per unit
of work supplied will allow at least some workers in that field
to reduce their hours of work and receive the same income, or
retire early where rewards are sufﬁciently high. They may then
substitute some of their work hours for leisure hours, thereby
increasing their total utility. The substitution effect means that
an increase in labor income will make workers more willing to
work in that field, increasing the supply of labor.

For the efﬁciency argument to be true, it must always be the
case that the substitution effect is greater than the income ef-
fect in the executive labor market. Given that corporate execu-
tives are already the most highly paid occupational group in the
world, and thus the financial inducements for individuals to en-
ter and work in the field are already greater than for any other
occupation, this assumption seems highly doubtful. Put simply,
no additional effort would be expected from paying executive
management higher salaries, when their salaries are already suf-
ficient to satisfy any reasonable needs on their part. Similarly
at a group level, no additional persons would be expected to be
attracted to a career in executive management by higher salaries,
when those salaries are already higher than for any competing
careet.

Another difficulty implicit in this argument is that, even if
economic efﬁciency is improved by an executive, it is not a suffi-
cient reason to prove that a firm needed to offer an exceptionally
high executive reward to achieve that result. The efﬁciency ar-
gument contradicts the normal behavioral assumptions of firms
hiring all other types of labor, where it is assumed that most
individuals maximize utility by satisﬁcing income in combina-
tion with other working conditions. For most employers, it is
desirable to hire employees that are highly efficient. However
the method is not to pay the highest rewards to all employees
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to achieve the highest performance. Firms pay rewards that are
(just) high enough to motivate the desired level of performance.
Firms seek to optimize their pay rates relative to worker per-
formance, not to seek maximum performance at any price. Itis
not rational for corporate boards acting as employers on behalf
of shareholders to pay corporate executives any more than the
reward level sufficient to attract the executive to that position
and motivate high performance.

Psychological Viewpoint: Motivational Theories

The claim that higher salaries will act as a motivator for execu-
tives may also be considered from a psychological viewpoint.
One of the seminal investigations into the motivations that in-
fluenced employee performance in businesses was by Maslow
(1943). Maslow identified a hierarchy of psychological forces
that motivated individuals. These were ranked from primary
needs (for survival), followed by three other levels of “deficiency
needs” to a higher level of growth needs. Maslow’s theory was
that primary needs had to be satisfied first, and that individuals
then sought the higher level growth needs.

Deﬁciency needs:

+ physical needs (able to provide food, clothing, shelter etc)

+ security (certainty of position, values, belongings),

+ belonging (toa group eg firm or category of executives)

+ esteem (respect for position)

Growth needs:

+ self-actualisation (creativity through setting direction of
firm)

For the executive, physical needs have probably already been
satisfied in the preceding middle management career and are not
relevant. Security is arguably reduced for the executive, due to
higher risk of dismissal for poor performance. Satisfaction of
the need for belonging is also questionable, as the holding of the
power to discipline or dismiss other employees in a firm pre-
sumably reduces the ties of friendship to them. Conversely, the
existence of an “old boys club’ among executives suggests that
being an executive represents belonging to a prestige group in
itself. The desire for esteem would appear to be readily satisfied
by executive employment for the same reason. The satisfaction
of the desire for self-actualisation through executive employ—
ment is considerable, with frequent decision making, problem
solVing, and the opportunity to create a new direction for a large
complex structure of people.

It could be argued that executive employment also contradicts
Maslow’s theory in some respects. Many executive contracts
represent individuals trading off deficiency needs (eg security of
employment) for growth needs (e.g. self-actualisation/ability to
direct the firm). The less popular aspects of executive employ-
ment (cutting cost through dismissal of staff, accepting salaries
many times higher than fellow staff and citizens) might threaten
the need for belonging and esteem.

Maslow’s theory has been criticized by subsequent behavio-
ral researchers. For example, Wahba and Bridwell (1976) found
that there was little empirical evidence for Maslow’s ranking of
needs, or any apparent hierarchy. Neef and others have argued
that fundamental human needs as identified by Maslow are on-
tologically different and cannot be ranked or compared. On
balance, it would be better to say that there are a range of dif-
ferent psychological needs and desires, which executive employ—
ment will satisfy to varying degrees. Whether taking Maslow’s
view, Neef’s, or others, it does not seem plausible to say that
additional executive salary will in itself satisfy psychological
motivations on the part of the executive. Offering continually
higher salary may simply predetermine a category of persons to
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become executives, namely those who value salary more highly
than other motivations normally considered by persons.

It has been suggested that executives seek higher salaries in
comparison to other executives, as 2 means of recognizing com-
parative ability or performance. That s, high salary is a means of
recognizing the status of the executive amongst their executive
peers. In this case new provisions for the reporting of executive
salaries as a means of restraining them would be self defeating.
The information about salaries of executive peers would + serve
to motivate executives to seek parity with any more highly paid
executive, If executives with superior to average performance
then received a higher salary it would result in a cycle of con-
tinual increase of executive salary, precisely as has been actually
happening. The resulting increasing level of executive salaries
would not be justiﬁed by increasing performance.

This motivation explains the desire for continually increasing
executive salaries, but does not justify them. Nor does it explain
why the higher salaries are agreed to. Recognition of ability is
an understandable desire in members of every profession, and
higher salary is one of the means of providing it. Yet it is not the
case that salaries in every other profession are continually rising
in real terms. Thus the desire for recognition might explain the
motivation of executives seeking higher salaries, but does not
explain why they are awarded. This motivation also has the un-
desirable feature that executives may seek higher salary as proof
of their ability, irrespective of performance.

As there is not evidence that highly paid executives benefit
individual corporations, a more logical strategy fora corporation
rationally pursuing its own self-interest is to act as a free-rider
with respect to executive salaries. That is, if the corporation had
the lowest executive salaries, while based in the nation having on
average the highest paid executives, it would gain the benefits of
being in the most efficient nation, while having the least cost in
executive rewards paid. The apparent absence of such behavior
on the part of corporations suggests that their boards of direc-
tors do not pursue the rational self interest of the corporation
when executive salaries are agreed.

If these motivational theories are correct, then there would
appear to be potential to motivate executives through the use of
alternative non-financial prizes or rewards for superior executive
leadership as markers of status or recognition for high perform‘
ance. These would satisfy the desire for esteem and comparative
recognition, but not create a cost burden for shareholders.

(3) Supply and Demand Arguments

Another major argument against high corporate rewards on the
basis of economic efﬁciency is based on the theory of equilibrat‘
ing markets, which contradicts the continued trend of corporate
executive rewards to rise. According to economic theory any
field where resources are in demand, including labor markets,
will see at first a rise in the price offered for the resource. The
market will then adjust so that more resources enter that field.
The price will then adjust down so that returns to those re-
sources equate to normal levels of reward. Where this does not
occur it is generally seen as evidence of rent‘seeking behavior by
owners of the resources, and a market that is not perfectly com-
petitive, Such markets are unlikely to deliver efficient outcomes
and hence not be socially optimal.

There may be a valid case to say that the demand for cor-
porate executives is growing. The relative proportion of the
world’s economic activity carried out by large corporations has
been growing in the long term (Galbraith 1967). This trend has

accelerated since the end Of the COld war Wlth the replacement
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of most nominally Communist economies with market-based
capitalist economies containing privately owned corporations.
Within most OECD countries, the trend has been to reduce the
proportion of government spending (other than welfare) and
privatize many formerly government—owned businesses as cot-
porations. The size of individual corporations has also grown
in real terms, with 51 of the 100 largest economic entities in the
world being corporations by the year 2000 (Anderson & Cavan-
agh 2000). Within each corporation, while other staff functions
have typically been “downsized” or “outsourced” throughout the
1990s, there appears to be no trend to do this to executive posi-
tions. Thus overall there are more and larger corporations than
before, and therefore a need for more executives.

However if the demand has risen, the supply has risen more
dramatically. The number of persons being educated in the dis-
ciplines seen as entry level qualiﬁcations into business manage-
ment careers — accountancy, business, economics and law — have
greatly increased in all OECD countries. If these are indeed
the skills required, then the supply of labor has increased to
the point where some correction in the price of executive labor
might be expected. If the supply of persons with the required
skills to be an executive has not increased after two decades of
constant increases in executive salary, this is contrary to labor
market theory and raises the question of what blocks or pre-
vents increases in the skill supply.

Some might argue that the critical skills for success as an ex-
ecutive are not gained from such formal education. This leaves
two other possibilities — either the required skills are inherent
qualities that cannot be taught, or they can be learnt through
experience in the business concerned. If the required skills are
inherent, then the supply of individuals with them will be fixed
and not influenced by executive salary levels. If they are learnt
from experience, then it is encumbent on current executives
working for the good of their corporation to give opportuni-
ties to potential executives to develop their skills, so that there
will be a sufficient number of replacements for themselves. If
there has not been a sufficient number of future replacements
trained so that there is a shortage of labor with executive skills,
it would seem perverse to reward executives with higher rewards
now because of their or previous executives past failure to train
adequate replacements.

In reality, no shortage of applicants for such positions is re-
ported. Inaneraof increasing skill shortages as the“baby—boom"
generation retires, various professions are listed as being under-
supplied but positions for corporate executives never make such
lists. Since most executive positions are not advertised, it seems
more accurate to say that these positions are only accessible to
a small number of persons, but this does not prove that only a
small number of persons would be able to perform them.

(4) Burden of Proof

Authors such as Nichols and Subramanian (2001) have correct-
ly pointed out that some attacks on high executive rewards are
unsubstantiated because of difficulties in measuring the value of
executive actions in corporations. Thus the claim that executive
rewards are too high is unproven. However in principle Nichols
and Subramanian have reversed the burden of proof for justify-
ing high executive rewards. Executives receive, and have sought
to justify, higher levels of reward than all other occupations.
Given this exceptional level of reward, it would seem that the
burden of proof for their justiﬁcation rests on those claiming, or
seeking to justify, the exceptionally high levels of reward.

For any employer to approve an exceptionally high level of

http://ejbo.jyu.fi/



EJBO Electronic Journal of Business Ethics and Organization Studies

reward for an employee, presumably the employer would want
to be satisfied that it was justiﬁed’ In the absence of such proof,
a reasonable ernployer might pay the employee the average level
of reward, but would seem to have little reason to go beyond
this. In the same manner, for corporate directors to approve
what are exceptionally high levels of reward for executives, pre-
sumably they would want some evidence of it being deserved.
Otherwise the directors would have failed in their cluty to pro-
tect shareholders’ interests, from whose returns the reward must

ultimately be paid.

Empirical Evidence — National and Societal Level
At the national level it is possible to compare economic pet-
formance with CEO pay as reported in World Bank statistics.
This has been done for selected countries where data up to
2006/07 is available for CEO pay, average income, GDP growth
rate and share market index returns. The statistics have been
adjusted to show net impacts per person for comparison. Aver-
age CEO pay has been divided by average income to obtain an
index representing how high CEO pay is relative to average pay
for each country. Similarly GDP Growth rate has been divided
by population growth to obtain a GDP growth rate per capita.
CEO pay as reported by the world bank is shown against av-
erage incomes in Figure One. Generally CEOQ pay is propor-
tional to, and much larger than, average income. The pay rate
for US CEOs appears to be an outlier. For subsequent graphs
CEO pay has been reported as a multiple of average income.
National GDP growth rate per capita is compared with the
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Figure One — CEO Pay Compared with Average Income

CEO pay multiple (of average incomes) in Figure Two and with
unadjusted CEO pay in Figure Three. From these GDP growth
appears to be inversely related to raw CEO pay. That is, the
higher the CEO pay, the lower the economic growth rate. When
CEO pay is adjusted to a multiple of average incomes there is no
obvious relationhsip apparent in the data. At best, there appears
to be no evidence at the national level that comparatively high
CEO pay leads to higher national income or economic growth’

Proponents of high CEO pay might argue that it is better

measured against corporate returns, as national GDP gl‘Oth’l
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GDP Growth vs CEO Pay Multiple
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Figure Two — GDP Growth Rate compared with CEO Pay multiple
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Figure Three — GDP Growth Rate compared with CEO pay

is affected by many factors beyond the CEO’s control. Average
share market returns over ten years for (publicly listed) corpora-
tions is compared with the CEO pay multiple (of average in-
comes) in Figure Four and with unadjusted CEO pay in Figure
Five. Again there is no obvious relationship apparent in the data
where higher CEO pay leads to higher share index returns, The
best performed share markets appear to be those where CEO
pays is average to low.

Empirical Evidence — Corporate Level

Index Returns VS CEO Pay Multiple
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Figure Four — Share Index Returns compared with CEO pay
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CEO Pay Vs Index Returns
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Figure Five — Share Index Returns compared with CEO pay

Acknowledging measurement difficulties, recent studies have
examined empirical evidence on the relationship between ex-
ecutive pay and corporate performance. These analyses are dif-
ficult to perform because it is not possible to isolate the effect
of the executive’s decisions from other factors which affect the
corporation’s performance. Firstly, the performance of a cor-
poration must be isolated from other general economic trends,
preferably by comparing its performance to that of its market
competitors. Secondly, it must be assumed that this compara-
tive performance of a corporation during the period a particular
executive controls it are due to that executive’s decisions. This
method potentially overstates the value of an executive’s contri-
bution, since it ignores other potential sources of comparative
improvement in the corporation.

Most empirical analysis assumes that CEOs ability to influ-
ence corporate performance depends on their degree of control
over the organization. Adams, Almeida and Ferriera (2005) have
shown that firms with structures giving greater power to the
CEO have more variable performance than other firms, both for
better or worse. This suggests that the CEO role is influential.

Nohria (2001) analysed differential corporate performance
in each US industry group. He found that, assuming CEOs
were responsible for the differential performance change that
occurred during their period of control, their influence was at
most 21% of performance improvements (in Communications
Equipment) and at worst 2% of performance improvements (in
meat products). In this way Nohria concluded that on average
14% of the gains in performance made by US corporations could
be linked to decisions made by the corporation’s executive,

If we accept the assumption that it is the CEO’s actions that
affect changes in a firms performance relative to its market ri-
vals, then it is possible to compare CEO pay and performance.
Daines, Nair and Kornhauser (2005) refer to a continuation of
good performance of a firm relative to its rivals or change in poor
performance as being due to CEO “skill”.  They showed that
there were instances of when CEOs paid higher than average
did display high “skill” (i.e. good relative performance) and other
instances where CEOs paid higher than average did not display
such skill. Overall they found that highly paid CEOs displayed
high skill when the pay was performance based, and when there
was a single large shareholder. Where one or both of these fac-
tors was absent high pay did not guarantee a highly skilled CEO.
This suggests that it is possible that high CEOQ pay may be justi-
fied in cases of exceptional performance’ Conversely, it shows
that high CEO pay does not in itself guarantee high perform-
ance, and also does not explain the high average level of CEO
pay, only differences between pay of individual CEQs.

Bebchuk and Fried (2004) undertook a comprehensive review
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of empirical studies of CEO payin the United States. They con-
cluded that in the majority of cases, high CEO pay was not due
to performance but due to a windfall gain from an overall rise in
the share market. Many CEO pay contracts did not rigorously
link CEO pay to relative performance. The fact that bonuses
for“exceptional" performance were invariably paid indicated that
most such contracts were written to reward average perform—
ance rather than truly “exceptional" performance' Widespread
practices such as generous CEO severance benefits regardless of
performance, unsecured company loans to CEOs and complex
financial arrangements camouﬂaging the true extend of CEO
pay all appeared to be contrary to shareholders interests. Af-
ter the passing of the Sarbanes Oxley Act (2002) in the United
States, effectively prohibiting some of these practices, Bebchuk
and Fried concluded that the situation may improve slightly’
Nevertheless, given that the underlying cause of excessive CEO
pay in their view, managerial power, was not greatly altered, they
considered that s1gn1ﬁcant problems would remain, and average
CEO pay would remain very high.

Opverall, the empirical studies indicate that, even assuming
differences in comparative performance are due to the executive,
the salaries paid to executives of individual corporations can-
not be justiﬁed by their relative impact on the corporation’s per-
formance in the majority of cases.
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Figure 1: Australian Shareholder, Worker and Executive Incomes
Source: John Shields (2005)

Putting aside these limitations, there does not appear to be
evidence at the level of individual corporations that high execu-
tive pay leads to improved economic efﬁciency. Following the
work of Jensen and Murphy (1990) and others, it had been con-
cluded that corporations performed better where executive pay
was closely aligned to returns to share holders. Subsequently
salary packages were increasingly tied to the corporation’s share
price, typically by allocating options to purchase shares at a dis-
counted price as a performance bonus to the executive. Yet over
the past two decades executive salaries have consistently risen
faster than corporate share prices and returns on investment.
Figure 1 shows this trend for Australian data from 1990 to 2005
(Shields 2005).

There are several reasons why pay schemes as suggested by
Jensen may lead to higher executive pay outcomes. Abowd and
Kaplan (1999) have shown that the reporting rules for share op-
tions in the 1990s tended to hide the true extent of executive
pay from shareholders and enabled large entitlements to be built
up with little scrutiny. At the same time the share options did
not motivate executive performance to the degree assumed, as
they tended to be discounted by executives because they were
payments both in the future and at risk. In practice, share bo-
nus schemes resulted in large pay bonuses to executives when
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the overall share market rose, regardless of the comparative per-
formance of the corporation.

Given these ﬁndings it is not surprising that, where empiri-
cal studies have been carried out, current levels of executive
pay could not be justiﬁed on the basis of economic efﬁciency.
Shields (2003) demonstrated that for Australian corporations,
the correlation between corporate performance and executive
salary was negative, that is, the highest paid executives control-
led corporations with the lowest comparative performance.

Recent reforms to requirements for corporate reporting of ex-
ecutive rewards has enabled more complete research of trends.
Bebchuk and Grinstein (2005) have carried out a comprehen-
sive analysis of the growth of executive pay in the United States.
Their analysis of the period 1993 to 2003 included both CEOs
and top‘ﬁve executive incomes reported for each of 1500 United
States corporations including small (Small Cap-600), medium
(Mid-Cap 400) and large (S&P 500) firms as defined by their
market capitalization. They tested whether movements in ex-
ecutive pay could be correlated to individual firms size, growth
or proﬁtability. Conclusions were as follows:

+ Real growth in executive pay was double what could be ex-
plained by changes in firm size, proﬁtability or market capitali‘
zation;

+ Growth in equity (performance) based pay has been in ad-
dition to, rather than in lieu of cash compensation. That is, the
amount of executive pay not at risk has not reduced as perform-
ance pay rose;

+ The pay growth trend applied to CEOs and other senior
executives;

+ The trend applied to small, medium and large firms, though
was greatest for large firms;

Considering Bebchuck and Grinstein’s ﬁndings, one conclu-
sions is striking: the quantum of executive pay is now so large
(aggregate pay to US top five executives now averages 10% of
aggregate earnings for the 1500 listed corporations) that in itself
it represents a signiﬁcant cost to shareholders. This strongly
suggests that economic rent is being obtained by incumbent cor-
porate executives.

Conclusions

There is now a significant body of literature analysing economic
efficiency arguments for or against particular levels of corporate
executive rewards. Some consider the argument from a corpo-
rate governance perspective, although few consider the philo-
sophical strengths and weaknesses of the argument.

Despite the large and growing number of empirical studies
of executive rewards, there are many difficulties in reaching
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conclusions based on these studies. Information on the level of
corporate rewards is very difficult to determine, particularly the
value of stock options which are exercised at a future date. For
empirical arguments, it would also be desirable to base conclu-
sions on trends which are as long term as possible. Recent im-
provements in corporate accounting requirements for executive
benefits have enabled more rigorous studies of pay and perform—
ance to be completed, such as that by Bebchuk and Grinstein
in the United States. In Australia’s case complete information
on executive rewards has only been available since 2001, making
long term tend analysis more difficult.

Economic efﬁciency arguments for high executive pay appear
to face a fundamental difﬁculty for executive positions, with
the inability to distinguish the contribution of the executive
from the fortunes of the corporation as a whole. Attempts to
compare performance against similar corporations might allow
comparative evaluation of executives, but still do not resolve the
difﬁculty of deciding what is an appropriate comparison base.
There seems no answer to the question of how to determine the
value of the contribution of the average executive.

Despite these qualiﬁcations, it is possible to reach some con-
clusions about the validity of most common arguments used to
justify executive rewards, and based on empirical evidence of re-
cent trends. Philosophically, the efﬁciency argument could po-
tentially be valid, provided the evidence supports it, and execu-
tive pay markets conform to conditions for free and fair markets
(which current corporate executive labor markets do not meet).

Empirically the efﬁciency argument appears to be false. At
the societal level, there seems to be no evidence that economies
that pay higher executive pay are more efficient. From Shields
and Bebchuk’s research, even if all increases in individual corpo-
rations economic efﬁciency are assumed to be due to their exec-
utives, they do not appear to be sufficient to justify the rewards
being paid to those executives. Thus at the level of individual
corporations the case for large executive rewards to encourage
economic efﬁciency appears to be false.

To summarise the empirical evidence then, from the view-
point of economic efﬁciency narrowly defined, the recent trend
of rising executive pay is not justiﬁable by economic efﬁciency in
Australia. In the United States both the trend of pay increase
and the quantum of executive pay is also unjustifiable. This is
summarized in the following table:

From a philosophical viewpoint, the economic efﬁciency ar-
gument for high reward appear to be potentially valid. How-
ever on the evidence of most studies, it is not empirically true
for executives in Australia and the United States. Therefore the
current trend of increasing executive salaries would appear to be
evidence of rent‘seeking behavior by incumbent executives.

Argument for High Reward
Economic efficiency
Economics of Superstars

Philosophical Theory
Conditionally valid
Not valid

Argument against High Reward

Efficient Labor Market Valid (criteria for efficient market)

Motivational Theories Valid
Supply and demand Valid
Burden of proof Valid

Empirical Proof?
Societal level: False, Corporate level: False
False

Executive market fails to meet criteria
Unproven but Plausible

True

Not applicable

Summary of Arguments for High Corporate Executive Rewards
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Ethics in Emergency Medical Services —Who

Cares? An exp

Erica French
Gian Luca Casali

Abstract

Due to the complexity, stressfulness
and often the life threatening nature
of tasks that ambulance profession-
als have to deal with every day, ethi-
cal decision making in Emergency
Services is a daily challenge. An
Australian Association of Ambulance
Professionals undertook a project of
research to identify the individual
ethics profile of members and their
perspective on organization ethics
and ethical conflict to better under-
stand apparent conflict in ethical
values between members and their
employer organization. Due to the
exploratory nature of this study

two types of data (quantitative and
qualitative) were gathered through
a self-administrated questionnaire
of members and semi-structured
interviews. Results indicate a gap
between individual ethical decision-
making approaches and organiza-
tional ethical decision-making in
EMS. This has implications for EMS
in how it maintains it organizational
processes yet retains its professional
staff. Further, managing the stress
and conflict levels of staff may be
important in order to ensure current
standards of care are maintained.

Keywords

Ethics; Emergency Medical Services;
Ambulance Professionals, survey,
thematic analysis, qualitative analy-
sis, and quantitative analysis.

Introduction

Interest in ethics in business has in-
creased over recent years. Developing in
the 1970s as a field of study (Fraedrich
1991) it widened to practical application
in the 1990s with organizations realizing
the value of understanding and managing
ethical behaviour in the business setting
(Travino & Nelson 1999, p.3). Ethics is
a set of values and rules that define right
and wrong conduct and indicate accept-
able and non-acceptable behaviour. It
also provides a basis for decision making
(Hellriegel et al, 2005, p.151) and can
be shaped by cultural forces, legal and
regulatory forces, organizational forces
and individual forces. Business ethics
today refers to reasoning and judgment
based on both principles and beliefs for
making choices that balance economic
self interests against social and welfare
claims (Weiss 1998, p.7). And, people
do care about ethics in business. Trevino
and Nelson (1999, p.23) point to social,
organizational, managerial and individ-
ual concerns of ethics in business; while
Wright (1995) identifies the growth of
ethics in business schools curriculum.
Despite considerable research into ethi-
cal decision-making and behaviour us-
ing vignettes; scenarios; individual moral
philosophies and moral development
(Loo 2003; Singhapakdi, Vitell & Franke
1999; Wimalasiri, 2001) there has been
little focus on basic ethical principles
(Zaheib 2005). Yet, Cohen (2001) con-
cludes that ethical principles are useful,
utilizable, applicable and effective in nor-
mative research. This study investigates
the individual ethical principles of work-
ers from one industry and their employer
organizations to identify any conflict in
ethical values that may be hindering ef-
fective ethical decision making.

Background

It has been suggested that in business the
ethical decision-making principle most
consistent with business goals is the
utilitarian principle where ethical deci-
sions are made solely on the basis of their
consequences e.g. COSt versus benefits re-
lationships. Yet, with increasing trends
towards individual rights and social
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oratory analysis from Australia

justice, there is the potential for greater
conflict in ethical decision-making (Co-
hen 2001). One of the areas of greatest
change and conflict in the use of ethical
reasoning and managerial decision-mak-
ing has been identified in the health care
industry. “Ethics pervade the smallest
and simplest health issue (Martin, 2004
p. 317). All carers face ethical conflicts
when providing care for people in need,
regardless of the care context (Sandman
and Nordmark, 2006, p.592). Fried-
man and Savage (1998, p.59) believe
that managers and administrators of or-
ganizations that provide health services
can be torn between two conﬂicting but
equally compelling values. This includes
distribution of resources, and the issue
of equity. There is a simultaneous need
to provide an appropriate level of health
services to the patients while keeping ex-
penses as low as possible in order to max-
imise revenue. Within health care indus-
try the pre-hospital emergency care arena
deals regularly with ethical dilemmas that
must be addressed quickly by individuals
often in emergency situations. Emergen-
cy Medical Service (EMS) professionals
provide care for patients under an ambu-
lance cover as efﬁciently as possible deal-
ing with further difficulties such as dis-
tance to resources including personnel,
medico-technical aids and information;
caring where people’s normal living takes
place; being on public ground; emergen-
cies; arriving at crime scenes and working
tightly within a small team (Sandman
and Nordmark, 2006, p. 592 and Mag-
giore, 2006). Further, conflicts that are
normally handled by physicians in other
care contexts (e.g. to provide care or not)
may now be handled by nurses and para-
medics (Sandman and Nordmark, 2006,
p.605). A further issue involves legal
obligations and duty (Maggiore, 2006).
How these professionals manage ethical
decision making is the subject of inves-
tigation in this study‘ More important-
ly we sought to explore how conflict in
ethical decision—making is identified and
managed.

There have been few surveys of the
ethical conflicts; dilemmas or issues faced
by pre- hospital carers (ambulance profes-
sionals) Sandman and Nordmark (2006).
Ina study undertaken on the ethical at-
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titudes of mental health practitioners, Rawwas, Strutton and
Pelton (1994) recommended that future research consider ethi-
cal attitudes of different health care professionals. Their results
indicated that psychiatric professionals do experience conflict
between personal ethics beliefs and their role as well as their
institution. Based on this research we proposed that:

Proposition 1 Ambulance professionals will identify conflict
between their individual approach to ethical reasoning and that
of their organizations.

Professionalism and Ethical Decision-making in EMS
Kohlberg (1981) suggests that ethical principles evolve accord-
ing to experiences over a lifetime and that the general progres-
sion is towards higher ethical values. Maggiore (2005) identifies
that ethics has become generational with ‘me generation’ para-
medics driven by time and money rather than a passion to make
things better. While, Singhapakdi et al. (1999) suggests that
exposure to various ethical problems can sensitize a decision
maker to the harm that ethical transgressions may do. There
it is proposed that there will be differences in ethical reasoning
based on the number of years a person has spent in the profes-
sion. We propose that:

Proposition 2 Ambulance professionals of long standing will
identify conflict between their individual approach to ethical
reasoning and that of their less experience colleagues

Gender and Ethical Decision-making in EMS
Research continues to be mixed on the influences of gender on
ethical reasoning. Gilligan (1982) argued that men are more
likely to adhere to the “ethic of justice” and individual rights,
whereas women are more likely to adhere to the “ethics of care”.
However Derry (1989) refutes this argument. Schminke and
Ambrose (1997) suggest that women are more ethical due to
their early socialization to institutions of family and schools.
Therefore it is proposed that there will be differences in ethical
reasoning based on gender.

Proposition 3 Female ambulance professionals will identify
conflict between their individual approach to ethical reasoning
and that of their male colleagues.

Changing Ethical Standards in EMS
(Maggiore, 2006) suggests that ethics in emergency medical
services (EMS) is changing. She believes it is declining because
it continues to be the area of emergency services overlooked in
funding as less necessary while police and fire services are rec-
ognized as essential public safety components of society. Yet,
Rawwas, Strutton and Pelton (1994) found that more than 53%
of respondents in their survey of emergency service workers be-
lieved ethical standards were higher than those ten years previ-
ously, due to increases in education and professionalism, while
only 16% thought ethical standards were lower. Based on this
information we propose that:

Proposition 4 Ambulance professionals will identify that
ethical standards have changed in the past ten years.

Managing Ethical Conflicts in Decision-making in EMS

Rawwas et al (1994) identified that individuals have trouble
identifying ethical conflicts and the proper approaches to take
in resolving such conflicts. In order to resolve ethical conflict
that may occur when addressing these complex ethical issues
in EMS, greater understanding of ethical conflict; ethical deci-
sion making and decision-making tools are needed. Mason and
Grifhn (2005: 626) suggest that such tools assist in increasing
individual and group satisfaction at work. However, according
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to Rawwas et al 1994 p. 598) professional organizations are gen-
erally doing little in terms of workshops or continuing educa-
tion programs that address issues of ethical conflict. What or-
ganizations usually have in place are those formal procedures to
be followed in case of ethical conflict. However Kickul, Gundry
and Posig (2005) suggest that “trust” is a paramount condition
for those organizational procedures to be effectively followed by
staff members. Furthermore, Kickul, Gundry and Posig (2005:
209) indentify trust “as a perception held by employees that the
organization trusts them”. With the likelihood that employees
and their organizations manage ethics and decision-making dif-
ferently we propose:

Proposition 5 EMS Staff in the case of ethical conflict would
not use formal procedures in managing that conflict.

Methodology

This research is exploratory in nature to explain ethical reason-
mg approaches in EMS and identify ethical conflict and strate-
gies used in managing that conflict. The de51gn involved a duel
emphasis on qualitative and quantitative approaches in data
collection. The strategy involved a mixed method approach
utilizing two phases, first the collection and analysis of quan-
titative data then the collection and analysis of qualitative data
and ﬁnally the joint analysis of ﬁndings permitting a sequen-
tial explanatory strategy (Creswell, 2003). To understand the
characteristics of the ethical reasoning processes of individuals
in EMS a questionnaire survey of members a national associa-
tion of Ambulance Professionals whose members are engaged
in pre-hospital emergency care, was implemented through the
use of a self administered questionnaire. This allowed for statis-
tical significance to be highlighted, while identifying ethical rea-
soning processes and ethical conflict in greater detail. To gain
a deeper understanding of any ethical conflict and individual
approaches to its management in EMS the second phase of the
study consisted of semi structured interviews with members of
the same organization. Each phase of the study is described in
greater detail below.

Phase One: The first phase involved a survey of EMS pro-
fessionals using a questionnaire developed to identify their pre-
ferred ethical reasoning approach and their perceptions of ethics
in their organizations as well as their means of addressing ethi-
cal conflict and the effectiveness of their methods of addressing
the conflict. The survey was designed including the Managerial
Value Profile (Saschkin 1997). The profile consists of 24 ethical
statements or behaviours put into pairs. Respondents select one
of each pair as the most appropriate behaviour or statement that
explains their preferred behaviour (see Appendix A). The 24
options fit in three categories (eight questions for each category
reﬂecting the three ethical principles, utility, morality and jus-
tice). The Managerial Value Profile (MVP) was used twice in
the questionnaire — a second time for the respondents to record
their perspective on what they believe is their organizations’
ethical standpoint. Ten (10) extra questions sought further in-
formation on the perceived conflict between individual ethical
reasoning and the perceived Organizational ethics experienced
by EMS Professionals. These questions are listed in Appendix
B. The extra questions sought information on the sources of
ethical conflict; the factors that contribute to the conflict; cur-
rent ethical standards in EMS and perceived changes in ethical
standards; unethical practices; consultation processes in relation
to ethical conflict and the most helpful avenue for assistance in
ethical dilemmas. We also asked the respondents to indicate

where they thought they would be in 5 years. Demographic in-
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formation was sought on gender, age, years in the profession and
education level. Fifty- eight (58) surveys were completed from
300 participants at their annual general meeting and conference,
providing a 20% response rate. This provides a convenience
sample of people who completed the survey under their own
volition without strong endorsement or motivation from their
organisations. Because the research was exploratory the ques-
tions were as open as possible with a list of pre-set responses and
a catchall category of “‘other - please specify". Respondents were
encouraged to be as inclusive as possible by indicating as many
responses in each question as they required. De Vaus (2003)
recommends this inclusive approach to capture a full range of
information. The questionnaire was pilot tested on a group of
eighteen (18) ambulance professionals from the above men-
tioned organization, and they were not part of the final pool of
respondents. A number of changes to the ten open questions
were suggested by this pilot group and these were included by
the researchers. These involved the addition of extra response
options.

Phase Two: The second phase of the study investigated the
nature of ethics in EMS in more detail, allowing greater explora‘
tion, particularly relative to the conflict between personal ethical
standards and organizational ethics. The Association provided
a list of 15 names of the Queensland Chapter to be further
contacted for the interviews, and 8 agreed to be interviewed. A
semi-structured interview technique was used to enrich the re-
sults from the questionnaire. In order to maintain consistency
of approach, procedure and content in the collecting data, all
interviews were conducted by the same investigator. The in-
terviews were conducted via the telephone due to the different
geographical location of each participant. The telephone in this
case provided a reliable way of contacting a range of people in
different geographical locations and maintaining individual ano-
nymity (de Vaus 2002). All interviews were carried out using
the same process starting with an introduction of the researcher
and introducing the purpose of the project. Each respondent
was asked for consent to participate in this study’ Each inter-
view took between 30 and 45 minutes, and each respondent was
asked six main questions that had been developed a priori plus
additional probe questions perceived as important by the inves-
tigator to generate more insightful information.
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Analysis

Phase 1: Data were entered in the SPSS software, and the
means and standard deviation of six different categories of ethi-
cal reasoning were calculated: individual utility, individual mo-
rality; and individual justice; as well as organizational utility and
organizational morality and organizational justice. The data
were then subjected to t-tests and one way analysis (ANOVA)
to determine the differences between several groups. Cross-tabs
was utilized to review the data from the ten inclusive questions
on conflict management. The quantitative analysis of qualita-
tive data can potentially prove a threat to accuracy and reliabil-
ity as there is the possibility that the researcher may“force" cases
into categories that reflect the biased views of the researcher
rather than the substantive actions of the respondents (Cromp-
ton and Harris 1999). To address this issue we used extensive
preset responses and checked these with the expert panel from
the Australian College of Ambulance Professionals. We also
encouraged respondents to tick as many boxes as they deemed
appropriate in their answers. Further we provided a final op-
portunity for respondents to identify their own category should
it not be available in the pre-set responses.

Phase 2: A thematic analysis of interview responses incor-
porating the speciﬁed categories was undertaken to explain and
examine ethical reasoning and conflict as well as barriers and
strategies for addressing conflict, Thematic analysis was used
to identify, analyse and report on patterns or themes which
emerged from the interviews. This method was carried out in
six stages as suggested by Braun and Clarke 2006: get familiar
with the data, generate initial codes, search for themes, review
themes, define and name themes and produce a report. Finally,
the interpretation and analysis of the entire ﬁndings provided
an important part of the sequential explanatory design that en-
sured a fusion between the two phases of the study and encour-
age rigour in the results (Creswell, 2003)

Findings

Phase 1: Fifty eight (58) respondents completed the survey and
Table 1 describes the parameters of the sample.

Table One

Category No. Percentage of Sample (%)

Sex of Respondents Male 35 60
Female 9 15
Missing 14 24

Age 20-30 years 4 7
31-40 20 35
41-50 26 45
50+ 7 12
Missing 1

Education Level Grade 12 4 7
TAFE " 19
Undergrad 19 33
Postgrad 23 40
Missing 1

Years in Practice Up to 5 years 8 14
5-10 10 17
11-20 21 36
20+ 18 31
Missing 1
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Data was subjected to t-test and one way analysis (ANOVA)
to determine the differences between several groups. It was de-
termined that the t-test was most appropriate rather than the
Mann‘Whitney U-Test because most of the variables were nor-
mally distributed. There was a mild skewness in one area only,
that of ethical reasoning — utilitarian. This position was some-
what expected because the respondents (ambulance profession-
als working with emergency medical cases) assessed themselves
low on this measure and their organisations (highly bureaucrat-
ic public agencies) as high on this measure. We analysed the
difference in the mean scores of the three ethical principles that
resulted from the Managerial Value Profile between different
groups: males and females (gender) ambulance professionals
of more than 10 years experience vs those of less than 10 years
experience (professionalism) and age. A p value of less than .05
was considered signiﬁcant’

Table 2 shows the mean scores of the three ethical principles

Table Two Ethical Reasoning Approaches in Ambulance Professionals
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utilized by individuals overall. The overriding principle was
rights (morality) with almost 60% of respondents demonstrat-
ing a preference for right based ethical decision making. The
least utilized was utility with less that 10% of respondents indi-
cating a preference for utilitarian based ethical decision making’
However the mean scores of the three ethical principles identi-
fied by the individual respondents as applying to their organiza-
tions were overwhelmingly utilitarian

Table 3 shows the mean scores of the three ethical principles
the respondents perceived as their organizations most preferred
ethical reasoning approach. The overriding principle was the
utility approach. More than 60% of respondents indicated their
belief that their organizations took a cost/benefit approach to
ethical decision making,

Evidence indicates that ambulance professionals perceived
their own individual ethical reasoning differently from that of
their organizations.

Mean Std. Deviation %
Individual rights 5.6 1.6 66
Individual utilitarian 2.3 1.7 8
Individual justice 4.2 1.3 26

Table Three Ethical Reasoning Approaches in Ambulance Professionals

Mean Std. Deviation %
Organizational rights 2.5 1.9 8
Organizational utilitarian | 6.0 1.9 75
Organizational justice 3.8 1.7 17
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Gender and Ethical Decision Making

T-Test shows the gender differences in the three mean test
scores. No signiﬁcant difference was found between males and
females on ethical reasoning scores in rights or utility. How-
ever there was difference on individual justice — females (M =
4.89) score higher on individual justice than males (M= 3.97),
t (42) = -2.023, P <.05. But there were only nine females in the
sample. There were 14 cases of missing data on the question
regarding gender’ However on all other demographic questions
there was only one consistent case of missing data. This would
indicate that some people deliberately chose not to answer this
question. This may have been a decision made to ensure ano-
nymity in this male dominated industry.

T Df P
Individual rights 0.076 41 >0.5
Individual utilitarian 1.286 41 >0.5
Individual justice -2.023 42 <0.5
Organizational rights -1.008 40 > 0.5
Organizational utilitarian 0.286 41 >0.5
Organizational justice 0.999 38 >0.5

Professionalism and Ethical Decision Making
No signiﬁcant difference was found between the mean test

scores of those individuals who have worked in EMS for more
than 10 years and those that had worked in EMS for less than

10 years.
F Df P
Individual rights 0.485 (3,51 >0.5
Individual utilitarian 0.752 (3,51 >0.5
Individual justice 0.522 (3,52) >0.5
Organizational rights 0.585 (3, 49) >0.5
Organizational utilitarian 0.575 (3,50) >0.5
Organizational justice 0.07 (3, 48) >0.5

Age and Ethical Decision Making
No signiﬁcant difference was found between the mean test scores
of individuals based on age across any of the four groups.

F df p
Individual rights 0.536 (3,51 >0.5
Individual utilitarian 1.79 (3,51) >0.5
Individual justice 0.789 (3,52) > 0.5
Organizational rights 0.539 (3, 49) >0.5
Organizational utilitarian 1.149 (3, 46) >0.5
Organizational justice 1.093 (3, 48) >0.5

Ethical Conflict

With the literature indicating a strong likelihood of ethical con-
flict in EMS this study sought confirmation through the use of
the ethical reasoning Managerial Values Profile. A significant
difference in approaches to ethical reasoning was identified be-
tween individual professionals and their organizations. How-
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ever the study also sought to identify how individuals perceived
that conflict and how they attempted to manage it.

Sources of Ethical Conflict

The respondents were asked to identify whether they believed
ethical conflict occurred within their work experience in emer-
gency medical services. Overwhelrningly respondents indicated
a conflict with their superiors (65%) the medical staff at receiv-
ing institutions (60%) and their organizations (60%). Cross
tabulation with individual ethical reasoning demonstrated that
this response occurred across the three ethical reasoning ap-
proaches.

In addressing the question related to conflict experienced with
institutional practice respondents indicated a general conflict
across areas related to unfair practice, particularly transparency
of organizational processes (60%) equal access to promotion or
transfer opportunities (60%) honesty in internal communica-
tions (57%) unfair discrimination (40%) and access to train-
ing (50%). Cross tabulation with individual ethical reasoning
demonstrated this occurred across the three ethical reasoning

approaches.

Factors contributing to higher and lower ethical standards in EMS
Factors contributing to higher ethical standards in EMS were
identified as an increase in professionalism in role of EMS and
ethics training, Cross tabulation with individual ethical reason-
ing demonstrated that this response was supported across the
three ethical reasoning approaches.  Factors contributing to
lower ethical standards in EMS were identified as work life bal-
ance of ambulance professionals and poor funding of EMS and
poor rewards for ambulance professionals. Again, cross tabu-
lation indicates that this response was across the three ethical
reasoning approaches.

Changes to Ethical Standards in EMS

Having identified different opinions in the literature regard-
ing changing ethical standards we sought information from re-
spondents on their perspective of ethical standards over time
in EMS. 32% thought ethical standards were higher today
compared with 10 years ago and 32% thought standards were
lower today than 10 years ago. 15% thought standards were
unchanged and 21% indicated not applicable due to less time
than 10 years in EMS.

Inappropriate practices and eliminating inappropriate practices
Questions seven and eight required information on the re-
spondents’ perception of inappropriate practices in their institu-
tions’ and the most important unethical practices that required
elimination. It was noted that none of the actions or practic-
es identified were related to the services provided to patients.
Rather, they were the institutional practices provided to em-
ployees. Inappropriate processes identified included dishonest
dealing with employees (70%); lack of information disclosure
to employees (66%); and harassment and bullying (63%). In
eliminating these practices the respondents identified dishonest
dealings with employees (65%); current roster practices (65%);
and information disclosure (63%).

Consultation on ethics conflict

We were interested in identifying who EMS professionals
contacted with regard to addressing the conflict they were ex-
periencing. Respondents overwhelming indicated that the ac-
tions they took and the people they contacted were individual
choices including colleagues (60%); supervisors (51%); friends
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(36%); rather than the organizations’ ethics committee (7%) or
the LAC (2%). Those indicated as providing the most helpful
support in overcoming ethical dilemmas were colleagues (48%);
and friends (29%).

Future

The final issue we gathered information on related to the re-
spondents’ perception of their own future. Having identified
the potential for consideration conflict between the profession-
als and their institutions we wanted to find out whether this
aftected the professionals view of their own future with the or-
ganization or the profession. A large number (65%) identified
that they would stay in the profession with (25%) indicated they
would go elsewhere (25%) including Nursing and others (6%)
and (4%) would retire.

Phase 2: The ﬁndings are structured on the main 6 ques-
tions/ topic areas discussed with the respondents during the in-
terview. These areas a comparable to those in the questionnaire
to allow us the opportunity to both compare the ﬁndings with
those of a questionnaire and to explore the areas in more detail
supporting the sequential expianatory strategy determined by
Creswell (2003).

Ethical conflict

At the beginning of the each interview, the interviewer sought
information from the respondents regarding any perceived dif-
ferences respondents noted in their ethical decision-making and
those of their organization. Overwhelmingly the respondents
noted a considerable difference particularly relative to the deal-
ings they have with the patients and the dealings the organiza-
tion has with themselves as employees. Respondents highlighted
that the biggest difference between the ambulance professionals
and their organization hinged on “care”. The professionals be-
lieved they dealt with patients in a caring manner, but when it
came to their employment they believed that the organization
demonstrated little care for them as employees. Another point
made by the respondents was that organizational policies are
strict in terms of ambulance professionals reporting anything
that happens during a shift in an honest and open manner, but
once again when it comes to the organization and its dealings
with employees these remain very obscure and not open. Fur-
ther comments were made that organizational rules and policies
are bypassed totally or partially in order to reduce time or costs.
Other comments were that community engagement activities
and the community education programs have in some cases
been reduced, and in others totally stopped in order to reduce
cost pressures on the organization. This supports findings from
phase 1 where respondent’s ethical reasoning was identified as
different from the organizational ethical reasoning as perceived

by the respondents based on the MVP.

Sources of Ethical Conflict

Respondents indicated they encounter the most ethical conflict
within their organizations. However the sources of conflict var-
ied. For example, some suggested that people have been asked
to use personal leave to cover obligatory breaks between two
nights and/or long shifts. Others commented on the fact that
political games are played at the expense of staff morale and
staff morals. One respondent suggested the organization had
policies that are clear and for everybody, but the real problem is
when other people bring their own rules and ethics. Another
comment was that policies in the same organization have been
interpreted and used differently based on the role of the person
(e.g. staff/paramedics versus manager/bureaucratic). Last but
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not least, is the case of bad managerial practices toward par-
ticular people (nepotism) that would affect the fair distribution
of the scarce resource as for example overtime bonuses. These
responses acknowledged conflict with institutional practice.
Several respondents indicated the greatest ethical conflict with
staff of other institutions rather than practice, but they had dif-
ferent interpretations of what constitutes ‘staff’. For example
one respondent talked about the ethical conflict with the staff
of different hospitals, highlighting the fact that as an ambulance
professional they deal with a number of people from different
hospitals with different cultures and practices that sometimes
can create a clash of values. These results support the findings
from the questionnaire which found respondents identified
conflict with institutional practice including discrimination and
access to opportunities, as well as conflict with medical staff at
receiving institutions and their organizations.

Changes to ethical standards in EMS

Because the results onchanges to ethical standards over time in
EMS” from the questionnaire were inconclusive we sought fur-
ther information from interview respondents on their percep-
tions of change to ethical standards over 5 years. The majority
of respondents indicated a perceived change in ethical standards
over the past 5 years for the worse. The reasons for this includ-
ed “staff have lost interest in performing well and trying to do
their best because of a lack of recognition” and“a lack of motiva-
tion”. Another reason was seen as the political agenda of the or-
ganization being more focused on cutting costs and increasing
efficiency rather than on people. As a result individual integrity,
often proven through years of excellent work commitment, is
not seen as enough in the case of conflict where the committed
staff member is judged as guilty until proven innocent regard‘
less their long term loyalty. A small number of respondents said
that the ethical principles were changed for the better in terms
of health and safety regulation due to changes in the legal system
rather than the organization being proactive in that area. One
respondent could not comment on this question as their service
was less than 5 years. This ﬁnding is contrary to the ﬁndings of
the questionnaire where the majority of respondents indicated a
change in ethical standards over the past five years.

Consultation on ethics conflict

Respondents indicated a preference to discuss ethical conflict
with peers, friends, family or union delegates rather than fol-
lowing formal organizational procedures (superiors). This pref-
erence is due to the fact that these people are seen as empathetic
without fear of legal repercussion though any formal process. A
common concern with the formal process was people dealing
with the matter may simply apply procedure and pass it on to
an external body dealing with ethical breaches. This body was
feared by respondents as more of a“witch hunt” than a support
mechanism. The small number of respondents that suggested
they would follow the formal process indicated they were driven
more by duty rather than believing in the effectiveness of that
process. These ﬁndings support the ﬁndings of the question-
naire which found that respondents overwhelmingly made in-
dividual choices in contacting others regarding ethical conflict,
including colleagues, supervisors and friends rather than organ-
izational processes or committees.

Solutions for reducing ethical conflict

Two main solutions were offered to reduce ethical conflict.
They included the better education of staff, especially managers
in ethics and managerial ethics, and the adoption of an internal
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peer review process rather than using an external body to deal
with ethical issues. Other suggestions were to have better lead-
ers to lead staff toward change, taking more consideration of
personal integrity and previous performance in dealing with er-
rors or ethical situations rather than assuming that everyone is
guilty until proven innocent. Good people should be celebrated
and appreciated, and treated equally and fairly. These findings
support the finding that much of the ethical conflict identified
occurs at an organizational level (between staff and the organi-
zation) rather than at the patient level. These findings are com-
patible with those of the questionnaire. Similarly both ﬁndings
have indicated the need to increase best practice through educa-
tion and leadership.

Future

Half of the respondents indicated that they will stay with the
service in the next five years. A quarter pointed out that they
will move on to other jobs, and the remaining are uncertain,
and they will look closely on the future situation in the service
before deciding what to do. These findings are comparable with
those from the questionnaire, but they provide a bit less posi-
tive picture of the future for the service, with only 50% of the
respondents having indicated that they will stay in the service
for sure.

Discussion

The results of the study show that the most signiﬁcant ethical
principle used by ambulance professionals is the rights based
reasoning (morality) and the least significant is, utility. The
professionals perceived ethical principle of EMS organizations
is utility. According to proposition one, we proposed that am-
bulance professionals would identify conflict between their own
ethical reasoning approach and that of their organizations. We
believe the most important aspect here involves the recognition
of competing interests in ethical dilemmas in emergency medical
services and the perception that these competing interests coa-
lesce with perceptions of ‘care” where the utility of the organiza-
tion is identified as uncaring while the human rights approach
of individual professionals is identified as one of care. As emer-
gency medical services involves the delivery of pre-hospital care
and pre-hospital care research in addition to other community
services including education and emergency planning activities
(QAS 2008) care is a strong consistent service component of
EMS. Finding a balance between utility reasoning and rights
reasoning to address the dichotomy on the approaches to care
remains an important consideration if the conflict between care
providers and their institutions is to be addressed.

In the professionalism analysis we proposed that ambulance
professionals of long standing would identify conflict between
their individual approach to ethical reasoning and that of their
less experienced colleagues. Findings indicate an incongruent
result with the literature. There was no difference between
professionals of long standing and those with less experience in
their ethical reasoning approach.

In the gender analysis we proposed that female ambulance
professionals will identify conflict between their individual ap-
proach to ethical reasoning and that of their male colleagues.
Findings indicate an incongruent result with the literature.
There was no difference between men and women ambulance
professionals in their ethical reasoning approach

In the ethical change over time we proposed that ambulance
professionals would identify that ethical standards have changed
in the past ten years. Results of phase one indicate no support for
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Maggiore’s (2006) suggestion that ethics in emergency medical
services has changed in the past 10 years. Rather than declining
it is proposed that while the area of emergency services is over-
looked in funding, the morality of its officers is maintained both
through the different genders, across the different age groups
and despite years of services. This supports Rawwas, Strutton
and Pelton’s (1994) ﬁndings more than a decade earlier of higher
standards in health care professionals comparative to the past.
However, the results of phase two of the study do indicate that
ethics in emergency medical services may have changed for the
worse in the shorter time frame of the past five years, due to the
ongoing limited recognition of the accomplishments and com-
petence of the professional staff. It should be noted that it was
acknowledged by a very small percentage of respondents that
some positive ethics change had occurred because an increase on
prescribed health and safety requirements in that sector.

While the identifying aspect of difference in managing ethical
dilemmas was the delivery of care to consumers, other ethical
issues were identified relative to employment of professionals.
Limited acknowledgement of professional expertise and biased
or unfaitly interpreted organizational policies signaled poor
support for employee decision-m aking and consequentially a
lack of trust toward their employers In analyzing the manag-
ing ethical conflict process issue it was of particular interest to
find that the profess1onals chose individual support in managing
ethical dilemmas rather than organizational processes or sup-
porting committees. Despite support systems that include pan-
els, local contacts and advisors respondents identified their peers
and family as being the people they most go to and those that
offer the best support in ethical dilemmas. Those interviewed
supported this ﬁnding and adding that “trust” was the primary
reason for their lack of support of organizational mechanisms.
Building a culture of trust within Emergency Medical Service
institutions will take more than the acknowledgement of the
conflict in managerial ethics. Recognition of competence and
accomplishment of professional staff with appropriate support
for employee decision—making seem obvious steps in building
trust between two areas of work., However with reports of dis-
criminatory practice and audit of current processes an inves-
tigation into communication process may assist in developing
the long term relationship. While it could be argued that unity
across the organization on ethical reasoning is not essential or
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Appendix A

Instructions: Twelve pairs of statements or phrases follow. Read each pair and circle the number of the one that you most agree
with. For example, do you agree with 1 or 22 3 or 42 5 or 62 You may of course, agree with neither statement. In that case, you
should check off the statement that you least disagree with, the “lesser of the two evils”. It is essential that you select one and only
one statement or phrase in each pair

1. The greatest good for the greatest | OR 2. The individual’s right to private
number. property.

3. Adhering to rules designed to OR 4. Individuals’ rights to complete
maximise benefits to all. liberty in action, as long as other’s

rights are similarly respected.

5. The right of an individual to speak | OR 6. Engaging in technically illegal
freely without fear of being fired. behaviour in order to attain

substantial benefits for all.

7. Individual's rights to personal OR 8. The obligation to gather personal
privacy. information to insure that

individuals are treated equitably.

9. Helping those in danger when OR 10. The right of employees to know
doing so would not unduly about any danger in the job
endanger oneself. setting.

11. Minimising inequities among OR 12. Maintaining significant inequities
employees in the job setting. among employees when the

ultimate result is to benefit all.

13. Organisations must not require OR 14. Organisations must tell employees
employees to take actions that the full truth about work hazards.
would restrict the freedom of
others or cause others harm.

15. What is good is what helps the OR 16. What is good is equitable
company attain ends that benefit treatment for all employees of the
everyone. company.

17. Organisations must stay out of OR 18. Employees should act to achieve
employees’ private lives. organisational goals that result in

benefits to all.

19. Questionable means are OR 20. Individuals must follow their own
acceptable if they achieve good consciences, even if it hurts the
ends. organisation.

21. Safety of individual employees OR 22. Obligation to aid those in great
above all else. need.

23. Employees should follow rules OR 24. Employees must do their best to
that preserve individual's follow rules designed to enhance
freedom of action while reducing organisational goal attainment.
inequities.

Managerial Value Profile (Saschkin 1997)
Zgheib, PW,, (2005).
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Appendix B

Is there a difference between your ethical principles and those of your organization?

Where do you encounter the greatest conflict in ethical standards; with the people you work with or with the institution?
Do you believe that ethical principles in EMS have changed over time? If“yes“For better of worse?

In times of ethical conflict with whom do you consult? Why?

What would you do to change the ethical standards or to reduce conflict in the future? Why?

Where do you see yourself in the next 5 years?
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Promoting and Assessing Integrity
in the Research Degree

Howard Harris
Katalin Illes

Abstract

Although postgraduate research is
increasingly supported through the
formalisation of supervision and
programs providing generic sup-
port, those programs have seldom
addressed the intention, often stated
by universities in their graduate
profiles, that postgraduates should
have integrity, and ethical values.
What methodology is required

— how will universities support
students to cultivate such sensitivity,
assess this, and fulfill the expecta-
tion? The paper provides evidence
that quality statements including
some aspect of integrity are used in
many UK and Australian universi-
ties. The importance of integrity, or
ethical behaviour more generally,

in postgraduate degrees and in
professional practice is confirmed by
reference to Sandor Kopatsy's model
of intellectual capital, where knowl-
edge, morality, talent and effort are
multiplied together to determine

the level of intellectual capital. The
main section of the paper considers
how assessment might be achieved
and the desired qualities fostered.
Three distinct forms of moral quali-
ties or skills can be found among
those identified by the universities
— some refer to technical skills, some
describe graduates sensitive to ethi-
cal and social issues and some talk
of graduates committed to ethical
action and social responsibility. The
paper draws on the authors’ experi-
ence in Europe, Australia and Asia.

Keywords

Integrity, research education, ethics,
assessment, professions

Introduction

Conceptions of what constitutes quality
in post graduate education have changed
over the past decade. In some institutions
there is a trend to include coursework
components in research higher degrees
and to greater formalization of the su-
pervision process, and in others a move to
give greater weight to intangible aspects
of the learning which occurs in a research
degree. Some institutions have adopted
sets or lists of graduate qualities or ge-
neric capabilities and made these, rather
than content, the aim their educational
programs. Some of those lists contain
references to personal integrity. Whilst
we agree that personal integrity is essen-
tial for full participation in professional
practice — a view which some institu-
tions have always held - this can lead to
competing and conflicting views of qual-
ity. Coursework and lists suggest a more
quantitative approach to assessment,
seemingly open and transparent, while
the assessment of integrity and commit-
ment to ethical behaviour present quite
different challenges to the assessors. It is
to this latter challenge that we address
our attention.

The paper has three sections. The first
provides examples, from Australia and
the United Kingdom, of the moves to
establish sets of graduate qualities or ge-
neric capabilities, placing it in the context
of wider changes in the nature of research
degrees and the growing recognition of
the importance of intellectual capital.
This is followed by an exploration of the
concept of intellectual capital, focusing
particularly on the work of the Hungar-
ian economist Sandor Kopatsy and on
the important place which it gives to mo-
rality. The third section considers how
such an ethical quality might be assessed
within a postgraduate research degree.

The generic qualities response

Over the past decade or so there have
been a number of reviews of the purpose,
effectiveness and structure of the post-
graduate research degree (see for instance
Harman, 2002; Pearson, 2005). Some
reviews have been national, others local.
Many were prompted by concerns about

Vol. 13, No. 2 (2008)

the effectiveness of research degrees in
the eyes of students, graduates, employ—
ers and funding agencies, or by stafﬁng
concerns within universities. Some re-
views recommended the introduction of
coursework elements in those degrees
where the award has traditionally been
by thesis alone and others sought a great-
er degree of formality in the student-su-
pervisor relationship. In business schools
there has been pressure to include explic—
it ethics components, often in response to
pressure from the main accrediting bod-
ies — AACSB and Equis.

The responses have perhaps been as
diverse as the reviews. In this section we
look first at the adoption of graduate qual-
ity criteria in Australian universities and
then at responses in the United Kingdom
to the 2003 White Paper there.

We have not conducted a rigorous
search to determine who has, or has not,
gone down this path. There is a more
extensive consideration in Gilbert et al
(2004), and such an analysis is not the
purpose of this paper. Our six examples
will, however, provide evidence of the
range of responses — which is sufficient to
show that our theoretical considerations
are relevant — and show that the practice
of adopting research degree qualities is
not restricted to newer institutions with-
out long experience in the granting of re-
search degrees.

A number, but by no means all, of the
forty Australian universities have not only
established sets of generic qualities for
graduates but also sought to apply them
to postgraduate research degrees. Six are
included in this analysis. Two are long—
established research intensive universities
— the University of Melbourne and the
University of Western Australia; two are
members of the Australian Technology
Network, descended in part from centres
of technological education established in
the nineteenth century — University of
South Australia and University of Tech-
nology Sydney; and two are institutions
with a more recent heritage — Charles
Darwin University in the Northern Ter-
ritory and Edith Cowan University in
Perth.

Table 1 shows the graduate qualities
— however described - at these six uni-
versities. Explicit mention of intellectual
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integrity, ethics, social responsibility, equity values or ethical di-
lemmas can be found in five of the six examples with Edith Cow-
an having a more general approach, aiming to produce graduates
with generic skills including collaboration and teamwork.

Table 1: Qualities of ethics & integrity in research graduates in Australian universities

Vol. 13, No. 2 (2008)

of skills, networks and know-how necessary to build successful
careers which is facilitated by the university’s 'strong collabora-
tive links with business, public services and external academic
networks’.

University of Melbourne

http://ww.sgs.unimelb.edu.au/phd/enrolcandid/phdhbk/intro/attributes.html

Qualities and skills of Melbourne doctoral

graduates research and scholarship

14 items including : A profound respect for truth and intellectual integrity, and for the ethics of

University of Western Australia

http://www.postgraduate.uwa.edu.au/home/current/generic_skills

Generic skills of research graduates at
UWA

16 “doing” skills and 8 “being” skills including: Ability and capacity at an advanced level to be
...sensitive to ethical, social, and cultural issues.

University of South Australia

http://www.unisa.edu.au/resdegreees/gradquals.asp

Research degree graduate qualities

Seven qualities, including ...committed to ethical action and social responsibility as a researcher
in a discipline or professional area and as a leading citizen

University of Technology Sydney

http://www.gradschool.uts.edu.au/prospective/application/Process/Gradattributes.pdf

Statement of attributes of successful
doctoral students

dilemmas

Three categories of attributes, each with a number of descriptors including the ones listed here.
Intellectual attributes : application and reflection
Professional research and research management attributes: awareness and sensitivity to ethical

Personal attributes: mature understanding of responsibility to the broader community

Charles Darwin University

http://www.cdu.edu.au/newsroom/documents/cdu-graduate-attributes 120506.pdf

Graduate attributes

Adopted May 2006
environment

Three core attributes including Citizenship with three skills, communication, teamwork, social
responsibility. The descriptor for social responsibility is: Is able to apply equity values, and has
a sense of social responsibility, sustainability, and sensitivity to other peoples, cultures and the

Edith Cowan

http://www.research.ecu.au

Introduction to ECU's high quality higher
degree by research program
communication.

The University aims to produce graduates with the knowledge ... within their discipline
area complemented with generic skills of collaboration and teamwork, problem solving and

In the United Kingdom the urgency of formulating a viable
research strategy has been hastened by the publication of the
White Paper on The Future of Higher Education (2003). Uni-
versities responded to the White Paper with different initiatives.
The UK web pages we visited do not talk about ethical be-
haviour, personal qualities or personal growth. They primarily
highlight the research calibre of academics, research ratings, re-
search award high standards, technical support and geographi‘
cal attractiveness of the campus. Once again we do not claim to
have comprehensively examined all universities, but present a
selection which is sufficient to support our general argument.

There are new route PhDs’ at Exeter and Portsmouth, with a
skills programme' at Exeter which includes workshops on pres-
entation, interview and career management skills; taught cours-
es at Loughborough and Portsmouth, and ethics or philosophy
courses at the London Business School, Edinburgh and War-
wick (for details of the website URLs see the table at the end of
the reference list). That this is by no means universal is shown
by the positions taken by Bristol and Nottingham Trent.

On the other hand, the University of Bristol exempliﬁes
the content focused approach, Its mission is to continue to be
research-led and to develop a number of strategic partnerships
with other universities in the UK and overseas, carrying out re-
search that is world—leading in terms of originality, signiﬁcance
and rigour. Similarly concentrating on content, Nottingham
Trent University notes that the PhD is awarded solely on the
basis of the thesis, with the criterion for the award being a signif‘
icant contribution to knowledge. Nottingham Trent does draw
attention to other benefits which the research degree candidate
will acquire in the course of the degree, namely ‘the development

With the emphasis in the UK more ﬁrmly on subject—related
knowledge and research methodology, perhaps astrong personal
integrity is assumed, in the apparent belief that these are suf-
ficient to allow graduates to fulfil their true potentials in life.
Indeed at Cambridge, candidates for a degree are presented to
the Vice Chancellor with the attestation that they are‘suitable as
much by character as by learning to proceed to the degree’.

So, in some universities at least there is a commitment that
graduates will go into the world having particular capabilities,
and in some cases moral capacities. In the next section we link
the interest in moral capacity and integrity to the ability to gen-
erate, maintain and deliver intellectual capital. In the third sec-
tion of the paper we consider how universities can have a meth-
odology for the practice of integrity in post-graduate education,
and for its assessment in post-graduate students.

The concept of Intellectual Capital
as a basis for the research degree

Three related ideas contribute to the concept of intellectual cap-
ital and its importance in society and the economy. The transi-
tion to the information age led to the acknowledgement of the
importance of the knowledge worker (Reich, 1992), the gap be-
tween the value of a company measured on the stock market
and that shown in its traditional accounting reports led to a rec-
ognition of the importance of intangibles in the resource theory
of the firm (Barney, 1991 and elsewhere), and the acceptance of
the balanced scorecard (Kaplan and Norton, 1992), stakeholder
theory (Freeman, 1998) and the triple bottom line (Elkington,
1999) showed to many that business success did not lie in purely
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financial or technical fields. In the knowledge economy the key
competitive advantages (Drucker, 2000) are creativity, problem
solving, the ability to transfer knowledge, trust in success and
openness to new ideas.

Organisation whether firms, communities of practice, or na-
tions,are becoming dominantly repositories and coordinators of
intellect’ (Quinn, 1992), and the extent of their repository and
their ability to coordinate it is their intellectual capital. ‘Intel-
lectual capital thus represents a valuable resource and a capa-
bility for action based in knowledge and knowing (Nahapiet
and Ghoshal, 1998), Whilst there are many definitions of in-
tellectual capital, in general for an enterprise its value is made
up of financial capital and intellectual capital, while intellectual
capital includes both human capital and structural capital. Hu-
man capital is made up of the values, attitudes and habits of the
components of the organization’ while structural capital con-
sists of the organisation’s systems and culture and its customers
(Sanchez-Canizares, Munoz and Lépez-Guzman, 2007). Social
capital, the networks of strong, crosscutting personal relation-
ships developed over time that provide the basis for trust, coop-
eration, and collective action  has been shown to be important in
the development of human capital, at both individual and com-
munity levels (Nahapiet and Ghoshal, 1998).

Trust, openness and creativity — important elements of intel-
lectual capital — are social competencies that can only be devel-
oped through human interaction In academia, in business and
in government, when team members work together there is a
synergy, a special energy flow. This energy has two sources: it ei-
ther comes from the interaction of the members or from the in-
tellectual capital of the individuals (Ladb, 2007). The level and
size of the synergy among team members is determined by the
level of trust or distrust between the team members. The quality
of the individual’s synergy is determined by the individual’s in-
tellectual capital. An acknowledgement that intellectual capital
is an important outcome of the research degree can be found
in the statements of most if not all of the universities we have
mentioned. This may be based on a narrow view, that intellec-
tual capital isa fancy name for knowledge, and that the creation
of knowledge is the ancient purpose of the university. It may
find its source in the economic view that‘knowledge is our most
powerful engine of production’ (Marshall, 1965), and a concern
for the generation of intellectual property (IP). For some the
broader notion of intellectual capital incorporating knowledge,
human and social capital is apparent.

Kopatsy's Model of Intellectual Capital

It this section we use Sandor Kopatsy's model of intellectual
capital to show why moral education is essential to the develop-
ment of intellectual capital, and to provide support for our view
(and that of those institutions which have specifically included
ethical elements in their graduate quality lists) that this is im-
portant, not only in research degrees, management and business
schools, but in all education.

Sandor Kopatsy (www.Kopatsy.hu) is a Hungarian econo-
mist who has published several books and hundreds of journal
articles on many aspects of economics including issues in ag-
riculture, monetary policy, taxation, the role of SMEs, educa-
tion and health care in the economy, although the majority of
his work remains untranslated to English. He is perhaps best
known in the West for his writings about the relationship of
economic prosperity and social well being in society. In his 1999
conference paper A szellemi vagyon mindennél fontosabb (The
Intellectual Capital is the most Important) he argues that intel-
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lectual capital cannot be treated and measured in the same way
as tangible properties.

In Kopatsy's view social development, is the result of the har-
mony between society's needs and its intellectual capital. Taking
a longer view than those who propose a recent movement to a
knowledge economy, Kopatsy see this relationship in the growth
of Western societies over the past 500 years. Intellectual capital,
Kopatsy says, has four components: knowledge, morality, talent
and effort. Given the nature of these components intellectual
capital, whilst widely accepted as an important factor of politi—
cal and economical life, cannot be treated by society in the same
way as any other resource. Knowledge, morality, talent and ef-
fort cannot be purchased or acquired by someone else. They can
only be employed or rented and used effectively when there is
a common interest for the owner of the intellectual capital and
the individual or organisation that employ it. (Knowledge here
is taken to include knowing, or wisdom as well as what is often
called tacit knowledge such as Newton's Laws, or the knowledge
found in an engineer’s handbook.)

Kopatsy claims that each of these components is equally im-
portant and when all four are present with a positive sign they
can magnify and multiply each other. Thus

Intellectual Capital = Knowledge x Morality x Talent x Ef-
fort

If any of these components is missing the total intellectual
capital will be zero. He claims that only the multiplication and
not the sum of the components will show us the size of the In-
tellectual Capital, In accordance with the law of multiplication
when one factor is zero the product will also be zero. In our case
it means that when there is zero knowledge, zero talent or zero
effort the Intellectual Capital is also zero. But it is also zero
when there is zero moral intent.

Kopatsy explains the relevance of the four components in the
following way:

a. Knowledge is only valuable for society when it appears
with right morality. With wrong morality knowledge causes
only harm to society. When there is no talent knowledge on
its own is meaningless. Without effort one cannot achieve a lot
even though there is knowledge, right morality and talent. So
knowledge in itself is not a value. It is made valuable by the other
three components of the equation.

b, Morality (Moral intent). Morality is considered to be
valuable for society only when it comes with knowledge, talent
and effort. Wrong intent causes damage to society. The higher
the talent, the knowledge and the effort the bigger the damage
when it is combined with bad moral intent.

c. Talent is only valuable when the owner of the talent is
able to guide it by knowledge and combines it with good moral
intent and effort. A society loses most when its talents are not
developed properly and are not equipped with right morality
and effort,

d. Effort has become the main virtue in modern society.
Effort also includes ambition, initiative and enterprise. It is easy
to accept that without effort for example it is not possible for the
talent to show outstanding results.

Note that three of the four factors — knowledge, talent and
effort — can only be positive as their starting point is zero. On
the other hand morality can be negative as well as positive. Con-
sequently intellectual capital can only be positive and add value
to society when it is accompanied by good moral intent. On
the other hand the more knowledgeable, the more talented and
more diligent the individual with bad moral intent, the bigger
the damage to society.
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The nature of morality

Morality is the idea that some forms of behaviours are right,
propert, and acceptable and that other forms of behaviours are
bad or wrong, either in your own opinion or in the opinion of
society (Hock, 1999; Collins, 2001). Our concern here is not
with that narrow view of morality which equates it with sexual
probity, but with a wider view, identifiable in society at least
since the time of Socrates and Confucius, that morality is the
essence of the well-lived human life.

An ethic of a particular kind is an idea or moral belief that
influences the behaviour, attitudes, and philosophy of life in a
group of people (Hock, 1999; Collins, 2001). The word ethic
comes from the Greek 'ethos’. The verb ‘etheo’ means first of all
to filter through, to examine something. The Greeks believed
that one’s destiny and journey in life can be discovered from hu-
man nature. The second meaning of the verb is to stretch to-
ward something, to strive for something. The Greeks believed
that humans were naturally moving towards the manifestation
of the divine sketch' that the‘Gods dreamt of them and willingly
or unwillingly they had to fulfil. In this respect one behaves with
morality when he gradually fulfils the divine dream’ that was
personally meant for him. Repeated activities lead to reason-
ably stable behaviours. This is why in certain Greek dictionaries
ethos’ means habit, manner, ettiquette and so on. These mean-
ings approach ethics through external characteristics. Although
this is one sided it can be argued that the external signals the
internal qualities.

A contemporary parallel can be found in the concept of com-
munities of practice (Wenger 2000) where there are internal
ways of working which produce both outputs valuable in them-
selves to the the wider community and internal benefits in the
growth of the community of practice, benefits which Maclntyre
calls ‘goods internal to practices' (MacIntyre, 1985).

The seventeenth century European philospher Baruch Spino-
Za argues that morality is the most important manifestation of
human nature. He believes that some manifestations are in line
with human nature while others are opposed to it. Spinoza gives
joy a supreme place in his anthropological‘ethical system. Joy, he
says “is man’s passage from a lesser to a greater perfection. Sor-
row is man’s passage from a greater to a less perfection” (cited
in Fromm, 1997). In order not to decay, we must strive to ap-
proach the ‘model of human nature’, that is we must be optimal-
ly free, rational, active. We must become what we can be. This
is to be understood as the good that is potientially inherent in
our nature. Spinoza understands good’ as “everything which we
are certain of a means by which we may approach nearer and
nearer to the model of human nature we have set before us”; he
undestands evil’ as “on the contrary ... everything which we are
certain hinders us from reaching that model._]oy is good, SOrrow,
sadness, gloom is bad. Joy is virtue; sadness is sin. Joy, then is
what we experience in the process of growing nearer to the goal
of becoming ourself” (cited in Fromm, 1997).

The Hungarian poet Sandor Wedres explains perhaps even
more clearly what it means to fulfil one’s human nature and mo-
rality:

Virtue is all that is equal to the eternal measure and lifts you
towards completeness; sin is all that opposes the eternal meas-
ure and distances you from completeness. One who has reached
completeness becomes one with the eternal measure and has
no virtue or sin any more. He becomes similar to the fire. The
light is not the virtue of the fire but it is its nature. Similarly one
who has achieved completeness has the eternal measure not as
a virtue but as part of his nature. In completeness there is no
good and bad, no merit and mistake, no reward and punishment
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(Wedores, 2000).

Intellectual capital can only be positive that is, value to society
when it is accompanied by a moral disposition and a tendency
to do good. How is it that morality can have a negative sign? If
morality is the essence or fulfilment of human life then one who
acts against that life can be considered to have negative moral-
ity. In addition one can argue that the reluctance to do good
is immoral and has a negative sign. As Dante put it (in John
E Kennedy’s 1963 translation) 'the hottest places in hell are re-
served for those who in a period of moral crisis maintain their
neutrality’ (Kennedy, 1963).

Reluctance to do good is immoral because the individual is
tempted to use his or her talent, effort and knowledge to harm,
damage or destroy himself/herself or the people and nature
around him or her. Someone with a bad morality is particularly
dangerous to society when he/she is talented, knowledgable and
puts effort into his/her negative behaviour.

Morality and integrity are essential elements of human func-
tioning and a component of intellectual capital. Morality is the
only component of intellectual capital which can be negative.

Developing and assessing personal integrity

This final section of the paper discusses ways in which integ-
rity, commitment to ethical action, social responsibility and
other such qualities, considered by at least some universities to
be present in their research degree graduates, can be developed
and assessed. As we have shown, intellectual capital cannot be
developed without a positive moral orientation and hence an
understanding of purpose.

Some of the changes in tertiary education have been intended
to develop those elements of intellectual capital which lie out-
side the realm of discipline knowledge. However, research de-
grees, and university education more broadly, frequently fail
to provide an environment for exploring the broader context
of human life where one could test the emerging thoughts on
ethical issues, paradoxes and dilemmas of every day life. Terti-
ary education in its current form, including the research degree,
provides plenty of opportunities for the acquisition of tangible
knowledge. There is no shortage of support for those who buy
into the ideology that promotes financial and material success
as a measurement of human worth and value. However, tertiary
education in general falls seriously short of providing opportu-
nities for soul searching and ﬁnding purpose in life.

Character formation, the development of virtues, seems to fall
outside the remit of management education (Wall, Platts and II-
les, 2007). This is perhaps a product of the mistaken view ( Jack-
son, 1993) that character is formed in the family and throughout
primary and secondary education and by the time one enters
tertiary education profession‘speciﬁc technical knowledge is all
that is needed.

We are not alone in our questioning views. Various authors
have called for a fundamental review of management education
(see for instance Mintzberg, 1994). Some have argued that tra-
ditional educational approaches are deeply rooted in a mecha-
nistic view of management evoking the illusion of control and
predictability (Berends and Glunk, 2006), whereas daily experi-
ence in the workplace shows that events are not necessarily pre-
dictable or controllable (which is in accord with the principles of
complexity theory (Mitleton-Kelly, 2003 and elsewhere). Even
the deployment of increasingly sophisticated information and
decision support systems cannot take away the need for human
judgment in a social context.

Some management educators have therefore started to engage
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in a more serious debate as to how to prepare individuals and
organisations to make sound human judgments (as regards de-
cision making?). Most of the textbooks treat the subject of man-
agement and management development in a highly detached
way, focusing on a variety of sophisticated, often quantitative
techniques to yield ‘optimum’ solutions and often prescriptive
training programmes to further the attainment of technical
competencies by position holders. (It is a management develop-
ment in this mould, we argue, that is conjured up by the taught
courses and additional skills mentioned in many of the higher
degree program statements.) This approach suggests that the
manager as a person is not of primary importance to manage-
rial effectiveness. Practice, however, suggests the opposite, and as
a signiﬁcant proportion of research graduates enter commerce,
industry or government this is relevant for research degree pro-
grams as well as for business school courses.

Success in managerial or leadership roles depends to a great
extent on the level of maturity, growth, self-awareness and per-
sonal mastery (Covey, 1989; Platts, 2003) of the individual. Uni-
versities still need to come to terms with these facts, and redesign
research degrees and other aspects of the curriculum in ways
which provide opportunities for self‘discovery, personal devel-
opment, reflection, questioning, individual growth and projects
which would allow the individual to look beyond herself. The
opportunity to develop and confirm these qualities are particu-
larly crucial in research degree programmes. Research degrees
are highly regarded both in organisational and social contexts.
Individuals with such degrees usually enjoy a special status in
the community. Their behaviour is closely observed, imitated
and used as examples particularly in connection with moral and
ethical dilemmas. Their actions and daily behaviour can have
an energizing, positive effect or a demoralising, negative effect
on others.

Experience in early postgraduate manufacturing leaders pro-
gram at the University of Cambridge, shows how a close coop-
eration between industry, students and academia has been suc-
cessful in the development of integrity and personal morality
(Platts, 1998). A recent review of all theses submitted by stu-
dents in this program, which includes coursework, an industry
project and a research thesis, show of that the workshop, led by
Etsko Schuitema, author of the care and growth model of lead-
ership (2000), was the most highly valued element of the course,
and that this position was maintained over the more than ten
years that the course has been run.

This shows perhaps that academia can provide a community
in which postgraduate students can develop skills in reflection
and moral integrity, goods internal to the practice of research and
the professional life. Such a community would need to include
a number of postgraduate students together with an established
academic community of which they were made part. The Cam-
bridge experience shows that it also requires active participation
by supervisors in the reflective processes of the community and
the support of an intensive workshop experience.

Assessment
If, ethics, integrity, equity and social responsibility are important
qualities for academic and professional success, as those who
have included them in the qualities which a graduate from a
research degree will acquire would seem to suggest, and as many
accounts of intellectual capital confirm, then how are they to be
measured or assessed?

The moral elements among the qualities or skills in Table 1
take three distinct forms. Charles Darwin requires the demon-
stration of a technical skill, the ability to apply equity values.
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Western Australia and UTS describe graduates who are sensi-
tive to ethical, cultural and social issues. UniSA talks of gradu—
ates committed to ethical action and social responsibility’. The
first two of these can be assessed in the same way as many other
skills and qualities, although it is probably the case that in re-
search degrees there is no direct assessment and no link between
achievement of the graduate qualities and whether or not the
student is awarded the degree.

The assessment of cognitive and decision making skills will
provide only a partial assessment of commitment to ethical ac-
tion. Many professional courses — medicine and nursing, for
instance — have well developed procedures including observed
clinical practice for the assessment of these aspects of students
about whom they have to make a judgement before graduation
or the granting of a license to practice. This is seldom the case in
the research degree. UniSA goes some way in requiring that the
candidate submit a final report along with the thesis, describing
how the graduate qualities have been developed during the can-
didacy, but there is no provision fora response to the report, and
it is stated quite explicitly that it is not examined, and not sent
to the examiners of the thesis.

For the systematic evaluation of what are in fact the core
values of professional behaviour to be done well it will need to
‘include many different assessors, more than one assessment
method and assessment in different settings’ (Lynch, Surdyk
and Fiser, 2004). This is unlikely in the current research degree
context in most Australian and UK universities, although the
opportunity for assessment may be there in those institutions
where there is a close and extensive personal relationship be-
tween supervisor and student. Even then, however, there is a
hesitancy on the part of many academic staff to assess the ethical
elements of a student’s work (Moon, 1999), apart from formal
instances of plagiarism. This may in part be due to recognition
that the evaluation cannot adequately be done in a quantitative
way (Harris, 2004). It may also be due to a discomfort which
arises from the probably mistaken view that such a judgement
necessarily requires the assessor to give preference to his or her
own set of values (Harris, in press). Extensive discussion regard-
ing teaching practice in religious foundations has shown that

this fear is misplaced (Delbecq, 2005).

Conclusion

The nature of the research degree is changing in many institu-
tions with new or increased emphasis on coursework, and for
some the introduction of qualities or generic skills which gradu-
ates are to acquire during the candidacy. One driver of these
changes has been the growing recognition of the importance of
intellectual capital for both individual enterprises and society
more generally. As Kopatsy and others show, this intellectual
capital has an important moral component, and some universi-
ties have recognised this in the qualities they seek to instil in the
course of a PhD. Further discussions and individual and insti-
tutional commitment is needed for this new phase of research
degree development. On the one hand there is a growing need
and demand for new knowledge creation through research de-
grees, on the other hand there is growing evidence of the harm
that knowledge and talent can cause when it is not accompanied
by right morality.

Universities need to find a way of actively providing opportu-
nities and requirements in the curriculum for the development
and confirmation of right morality and ethical behaviour, Set-
ting out the formal links between these changed views of the
research degree and intellectual capital, with its links to both the
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knowledge economy and moral intent, will we hope assist those
who view these new requirements with hesitancy to understand
them more clearly.
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Spirituality and Ethical Behaviour in the
Workplace: Wishful Thinking or Authentic Reality

Peter McGhee
Patricia Grant

Abstract

The link between religion and work
is not new. For centuries, people
have strived to interpret their work
through religious lenses. Recently,
however, a significant paradigm shift
has occurred. The current view is
that spirituality, as opposed to reli-
gion, is a better construct for under-
standing the relationship between
the individual and modern pluralistic
workplaces. This current perspective,
sourced in various socio-cultural fac-
tors, views spirituality as positively
influencing numerous organisational
outcomes. Also implicit within this
discourse is the notion that allowing
and encouraging spirituality in the
workplace leads to improved ethical
behaviour at a personal level and

an enhanced ethical climate/culture
at an organisational level. What is
unclear, however, is how an indi-
vidual’s spirituality translates into
ethical behaviour within an organi-
sational context and the impact of
this conversion. This paper develops
a model explaining this process.

A review of the relevant literature
recognised several characteris-

tics that permeate discussions on
spirituality. This paper’s premise is
that these characteristics inform an
individual’s choice of values — they
form a type of regulative ideal. The
model developed explains the link
between these values and virtue and
therefore ethical behaviour in the
workplace. The values frameworks
developed recently in the spiritual-
ity literature specify those things a
spiritual person perceives as worth
having, getting or doing. This paper
contends that these values, particu-
lar to spiritual persons, contribute
to the flourishing of individuals and
therefore lead to the acquisition of
virtue. Spiritual persons are likely to
be ethical persons. Such individuals
are likely to be of significant benefit
to their organisations.

Keywords

Spirituality in the Workplace, Values/
Virtues, Ethical Behaviour
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Introduction

Since the beginning of the 20th century,
there has been an increasing focus on the
spirit, spirituality, and spiritual phenom-
enon in Western society. Lately, this fo-
cus has shifted to the modern workplace
with numerous articles and books, both
popular and academic, championing the
role of spirituality in improving organisa-
tions, markets and economies, and subse-
quently all of society. Contained within
this discourse is the notion that spiritual
individuals are ethical in business, and
consequently, are of signiﬁcant benefit to
an organisation.

Indeed, the research literature to date
provides some evidence of this link. For
example, spiritual individuals in the
workplace are more likely to demonstrate
enhanced teamwork (Mitroff & Denton,
1999; Neck & Milliman, 1994), greater
kindness & fairness (Biberman & Whitty,
1997), increased awareness of other em-
ployees needs (Cash & Gray, 2000), in-
creased honesty and trust within their or-
ganisations (Brown, 2003; Krishnakumar
& Neck, 2002), higher incidences of or-
ganisational citizenship behaviour (Nur
& Organ, 2006), and express more servant
leader behaviour (Beazley & Gemmill,
2006). They are also prone to perceive
the ethical nature of business issues more
clearly (Giacalone & Jurkiewicz, 2003b)
and are more sensitive to corporate social
performance (Giacalone, Paul & Jurkie-
wicz, 2005). What is unclear, however, in
the workplace spirituality literature is why
and how an individual’s spirituality influ-
ences their ethical performance within an
organisational context. Building on pre-
vious work carried out by Cavanagh &
Bandsuch (2002), this paper develops a
model using Aristotelian virtue ethics to
address this lacuna.

What is Spirituality?

While a distinguishing feature of modern
society is the extraordinary popularity of
spirituality, what is also apparent are the
widespread and radical differences that
exist over the use of the term, possible
meanings and signiﬁcance’ Unfortunate-
ly, spirituality is a notion that resists exact
characterisation.
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Spirituality is clearly a broader construct than religion. Spir-
ituality allows the individual to have a sense of the sacred with-
out the institutional practices and limitations that are associ-
ated with traditional religion (Zinnbauer, Pargament, & Scortt,
1999). However, you cannot isolate spirituality from religion.
Most, if not all, religious individuals are spiritual. Beliefs and
experiences that are part of traditional religiousness (e.g. prayer,
going to church etc) are also spiritual if they are part of an in-
dividual’s search for the sacred (Hill et al., 2000). At the same
time, many spiritual individuals are unknowingly part of a non-
traditional religion while others, who hold no affiliation to any
organised group, practice a kind of private religion. Why is this?
Atan ontological level, religion and spirituality are characterised
by similar components. If spirituality is not dependent on for-
malised religion, it is most certainly interdependent with it.

The obvious difﬁculty in deﬁning spirituality lies in its mul-
titude of meanings. In fact, Neal (2000) argues, we enhance this
existing complexity the more we objectify and categorise spir-
ituality. According to Carrette & King (2005), most authors
go to extraordinary levels to define the term and yet struggle to
come up with a definitive meaning. Writers commonly resort to
employing a general meaning, “which enables them to corner a
fanciful market space drifting on the vague etymologies of the
word” (p.31). Speck (2005) concurs in noting that the various
extant definitions of spirituality do not reflect a consensus of
thought while Hicks (2003) warns against making broad sweep-
ing claims about spirituality without “undertaking more work at
least to address the philosophical and theological difficulties of
the term and its definitional components” (p. 56). How do we
overcome the problems inherent in deﬁning spirituality broadly
enough to incorporate theistic, non-theistic, and humanistic sys-
tems? Moreover, how do we convince others that spirituality is
not only phenomenologically valid but also relevant to the living
of our everyday lives?

Carrette & King (2005) argue that spirituality has become
the ‘brand label for the search for meaning, values, transcend-
ence, hope and connectedness in modern societies. The notion
operates by“compartmentalising questions of human values into
an identifiable market space”. They ask, “How then do we begin
to find our way out of this maze?” (p.32). The answer to this
question, as proposed by the authors of this paper, is to offer a
universal and useful definition of spirituality consisting of four
behavioural characteristics that evidence a speciﬁc mindset.

The behavioural characteristics of spiritual individuals in-
clude:

1. Seeking to transcend their ego (i.e. their own self-inter-
ests)

2. Awareness and acceptance of their interconnectedness with
others, creation and their Ultimate Concern

3. Understanding the higher signiﬁcance of their actions while
seel(ing to integrate their lives holistically

4, Believing in something beyond the material universe which
ultimately gives value to all else

A brief description of each of these follows. According to
Ashforth & Pratt (2003), themes of self-transcendence figure
prominently in most definitions of spirituality. What is self-
transcendence? It is something that calls us beyond the“self” (i.e.
the ego) to concern for, and relationships with, others and with
the ultimate “other”. Torrance (1994) interprets it as “the indi-
vidual in continuous interaction with a larger reality in which he
or she transcends their personal existence” (p.82). Such persons
transcend their egoistic self not by ﬁoating off to some mystical
union or separate realm of existence but by coming to terms
with its enlarging and transformative potentiality. Emmons
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(1999) echoes this in noting that such a rising may not be lim-
ited to rising above our natural world to relate to a divine being
but could also include achieving a heightened state of conscious-
ness (Mayer, 2000), having peak experiences (Maslow, 1970) or
entering a state of ‘flow’ (Csikszentmihalyi, 1990).

Spiritual persons seek to live an authentic life sourced in
meaningful relationships. The process of self-transcendence, of
afﬁrming the spirit and transcending the ego, results in a grow-
ing awareness and acceptance of interconnectedness. This also is
a general theme in the Writing on spirituality (Kale, 2004; Sass,
2000). Spiritual individuals who recognise and imbue the truth
of interconnectedness demonstrate the following qualities. First,
they connect to the self. Spirituality is an interior journey to find
the true self with which the conceited, arrogant, intellectualising,
rationalising ego is so easily confused (Weil, 2002). Second, they
connect to others. They no longer see themselves as an isolated
“atomistic ego‘subject" (Yu, 1987, p.143). For such individuals,
spirituality is a state of being, a process towards wholeness that
reflects being-in-the-world (Lapierre, 1994) and understands
authentic being‘in—communion with others and the Ultimate
Other (Buber, 1970).

The importance of a sense of purpose is also apparent in
the spirituality literature (Elkins, Hedstrom, Hughes, Leaf, &
Saunders, 1988; Emmons, 2000; Wink & Dillion, 2002) Spit-
ituality represents a higher level of understanding that enables
the contextualisation of lower levels. It provides answers to the
question "why?" and confers individual lives with a sense of in-
tegrated wholeness (Mitroff & Denton, 1999) The process of

meaning—making helps us understand how spiritual individu-

als revise or reappraise an event or series of events in a manner
that gives a higher level of meaning, that is, a spiritual meaning
(Baumeister & Vohs, 2005).

Finally, spirituality is the personal expression of an ‘Ultimate
Concern’. According to Tillich (1952), ultimate concerns are
those ‘God values’ in our lives which have centring power; they
are the things with which we are ultimately concerned. Elkins et
al. (1988) survey of diverse historical literatures on spirituality
supports Tillich's view. They noted that a spiritual person has an
experience‘based belief in a transcendent dimension to life. The
actual content of this belief may vary from a traditional theistic
view of a personal God (e.g. Christianity), a non-theistic view
of that infinite potential (e.g. Buddhism), or a humanistic view
of the transcendent as being simply a natural extension of the
conscious self into the area of the unconscious or Greater Self.
Whatever the content or models used to describe the transcend-
ent, the spiritual person believes in something beyond the mate-
rial universe (Mitroff & Denton, 1999). Furthermore, he or she
believes that contact with this unseen dimension is beneficial
(Dierendonck & Mohan, 2006; Emmons, Cheung, & Tehrani,
1998; WHOQOL SRPB Group, 2006).

Spirituality is the actualisation of an inherently human capac-
ity. Spirituality is about “becoming a person in the fullest sense”
(Macquarrie, 1972, p. 40) as one authentically quests for their
ultimate value. Consequently, in principle at least, spirituality
may be equally available to every human being seeking to live an
authentically human life. There is also ample evidence to suggest
that spirituality is a real thing. While an individual’s spirituality
is undoubtedly a personal experience, itis a subjective encounter
with a spiritual reality. To remove that reality is to eliminate its
contribution to the content of the individual’s experience. The
ramifications of this are signiﬁcant.

If a putative object of experience contributes nothing to the
content of experience, the putative experience is not a genuine
experience at all, but only an illusion of one. Thus, by methodo-

http://ejbo.jyu.fi/



EJBO Electronic Journal of Business Ethics and Organization Studies

logically absenting the object of experience...[we] end up losing
altogether the very category of experience (Archer, Collier, &
Porpora, 2004, p. 14).

A critical realist ontology allows for the existence of a spiritual
reality. A critical realist insists that the human mind apprehends
reality and attempts to express and accommodate that reality as
best it can with the tools at its disposal. Wright (1992) offers a
good account of this general position:

[Critical realism] is a way of describing the process of know-
ing' that acknowledges the reality of the thing known, as some-
thing other than the knower (hence 'realism'), while also fully
acknowledging that the only access we have to this reality lies
along the spiralling path of appropriate dialogue or conversation
between the knower and the thing known (hence critical’). This
path leads to critical reflection on the products of our enquiry
into Teality’ so that our assertions about Teality’ acknowledge
their own provisionality. Knowledge, in other words, although
in principle concerning realities independent of the knower, is
never itself independent of the knower (p. 35).

This ontology relates to the fundamental distinction between
the ‘intransitive’ and ‘transitive’ dimensions of knowledge identi-
fied by Bhaskar (2008[1975]). The transitive dimension is es-
sentially our perception of reality, whereas the intransitive di-
mension is the actual underlying structure of reality. Admittedly,
applying this notion to the social world is more complex. This
world is, after all, socially constructed and contains knowledge
itself and cannot therefore be said to exist independent of that
knowledge. While it is reasonable to state that the natural world
is naturally produced but socially defined or understood, the ob-
jects of social science have to be socially defined and socially pro-
duced. This, however, does not nullify their reality (Danermark,
Ekstrom, ]akobsen, & Karlsson, 1997). For example, when re-
searchers change their minds about a concept like spirituality it
is unlikely to produce any signiﬁcant change in the phenomena
of spirituality. As Sayer (2000) notes, “for the most part [under
a critical realist methodology], social scientists are cast in the
modest role of construing rather than constructing' the social
world” (p. 11).

Critical realists’ stratify reality. They argue for the arrange-
ment of reality into levels and for research to go beyond surface
phenomena and identify the causal mechanisms, processes and
structures that account for the patterns observed (Denzin &
Lincoln, 2005). Specifically, Bhaskar (2008[1975]) differentiates
between the real, the actual and the empirical level. The real is
whatever exists, be it physical or social, regardless of whether
we experience it or have an understanding of its nature. This is
the realm of objects, their structures and their causal powers,
These objects can be physical (e.g. minerals or water) or social
(e.g. spirituality or a political ideology). Bhaskar refers to these
as mechanisms. The actual refers to the outcomes of activating
the causal powers of real objects. These are states of affairs or
events. They can also be mechanisms. Spiritual persons act spir-
itually, that is, they act selﬂessly, they build authentic relation-
ships with others, and they live meaningfully while striving to
actualise their ultimate concern. Finally, the empirical level is the
domain of experience as it pertains to contingent knowledge of
the real or the actual. This level pertains to a spiritual person’s
experience of their own spirituality: how they understand it and
live it out. Knowledge at this level is observable and therefore
measurable, Again, experiences may also be real and actual as
they act as mechanisms and events for new experiences. Bhaskar
makes it clear that not all actualities may be experienced; it is
not necessary for us to observe something for it to be real. Simi-
larly, mechanisms are often unobservable but are nonetheless
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also real. Ultimately, Bhaskar resists any suggestion that reality
is contingent upon observation alone. As part of this resistance,
Bhaskar opposes any attempt to collapse his three domains into
one. Such an action would fail to recognise the ontological depth
of reality and lead to a superﬁcial understanding of society and
the world.

How do these levels relate to one another? First, ontological
presupposition implies that one level could not exist without
the other. Second, vertical explanation means that mechanisms
operating at one level explain those operating at another (Mc-
Grath, 2002). This idea has signiﬁcant implications for spiritu-
ality. As Pratschke (2003) explains,

each account of a generative mechanism contains ‘gaps’ or
‘black boxes which may subsequently be explained by positing
the existing of additional mechanisms at a'deeper' or a more fun-
damental level (p.16).

In other words, higher—level structures, mechanisms and phe—
nomena such as human behaviours and interactions are emer-
gent from, but not reducible to lower-level ones. Although these
lower-level mechanisms are often unobservable, we postulate
their existence by investigating their observable effects. Fleet-
wood (2005), in his discussion of multiple modes of reality, puts
this idea succinctly in stating that

An entity is said to be real if it has casual efﬁciency; has an
effect on behaviour; makes a difference. Confusion often stems
from (mis)treating real entities synonymously with material en-
tities; and/or from (mis)treating non-material entities synony-
mously with non-real entities. God may or may not be real, but
the idea of God is as real as Mount Everest, because the idea of
God makes a difference to people’s actions (p. 199).

Spirituality, like other phenomenon, stratifies into different
levels (or modes) of reality. Ultimately, spirituality exists as a
reality independent of the knower, a mechanism. A critical real-
ist would argue that such a reality is partially elucidated using
philosophical and theological inquiry. We may not know this re-
ality completely but we further postulate its existence by noting
and articulating certain universal attitudes and effects. These are
both ‘real and‘actual - they are an underlying causal mechanism
and they are an event or a state of affairs. Measurement of these
is possible (See e.g. Delaney, 2005; Howden, 1992; Seidlitz et
al., 2002). Finally, spirituality exists as a reality for each indi-
vidual or group that experience and live it on a daily basis. They
encounter the underlying real’ mechanism(s) of spirituality and
the actuality of those mechanisms as they exercise causal power
in their lives via material effects. As at other levels of spirituality,
these effects are open to exploration.

Spiritual people experience the object of spirituality via their
desire to overcome the egotistical self, to develop authentic re-
lationships with others, with creation and with their ultimate
concern, and as they strive to find meaning and purpose in their
life. The following definition of spirituality adapted from Sch-
neiders (1989) conveys this idea:

[Spiritual individuals] consciously strive to integrate their
lives in terms not of isolation and self—absorption but of self-
transcendence toward the ultimate value they perceive (p. 684).

This definition avoids classifying the phenomenon in terms
of a singular dimension such as ‘a belief in God’ while at the
same time avoiding categorizations with numerous facets (often
reducible into each other). It allows for a multitude of spirituali-
ties, each determined by the lived experience and the particular
ultimate concern that is being pursued by the individual via his
or her life project. It involves intrinsically some relatively co-
herent and articulate understanding of a human being’s inter-
dependency with creation and supports the notion of the self-

http://ejbo.jyu.fi/



EJBO Electronic Journal of Business Ethics and Organization Studies

transcendence and inner development as an essential part of a
spiritual life.

Since the spiritual quest is directed towards the ultimate con-
cern in one’s life, spirituality seems to have a direct reference to
morality (Downey, 1997), and it is generally accepted in the lit-
erature that an appropriate spirituality, that is, one defined by the
characteristics discussed above, results in and is demonstrated
by virtuous behaviours, and a good life. How does this occur?

Spirituality as a Regulative Ideal

This paper proposes that a person’s spirituality, characterised by
the degree they imbue and live out self-transcendence, intercon-
nectedness, a sense of purpose, and a belief in an Ultimate Con-
cern, constitutes a regulative ideal (from now on: RI). Oakley &
Cocking (2001) define the RI as an

Internalised normative disposition to direct one’s actions and
alter one’s motivation in certain ways. To say that a person has
a Rl is to say that they have internalised a certain conception
of correctness or excellence in such a way that they are able to
adjust their motivation and behaviour so that it conforms, or at
least does not conflict, with that standard (p. 25).

For an individual who has internalised a certain conception of
what it is to be spiritual, it means they can be guided by this con-
ception in their practice, through regulating their motivations,
perceptions and actions towards others so they are consistent
with their notion of spirituality.

According to Oakley & Cocking (2001), RIs may be general
in scope, or they may be speciﬁc to certain domains. A general
RI produced from the four components listed earlier will gov-
ern the spiritual individual’s life. However, speciﬁc regulative
ideals may also guide the activities of a spiritual individual in
particular areas. For example, part of being a good manager has
one internalising what the appropriate ends of business are and
then treating one’s stakeholders in ways that are consistent with
those ends. The higher‘order and more general RIs, however,
govern these particular regulative ideals. They function “so as
to co-ordinate the interplay between the particular RIs which
themselves govern the agent’s motivation in relation to each of
the plural values” (p.29).

Oakley & Cocking (2001) also note that since Rls operate
as a background guide for our motivation, they direct us to act
appropriately, even when we are unaware of them and do not
deliberately aim at them. In other words, they can guide us in
our actions without becoming one of our purposes in acting.
While a RI can consist of certain codifiable principles, it can
also consist of values and considerations that are not codifiable.
This uncodiﬁabiliy, however, does not preclude those values or
that ideal from playing a guiding role in our motivation and be-
haviour. Given the inherent ambiguity involved in deﬁning and
applying spirituality, this last point is pertinent.

What might a spiritual persons RI be like? Spirituality is
about making sense of one’s existence while recognising the in-
terconnectedness of all living things. It involves standing out-
side ourselves and considering the meaning of our actions, the
complexity of our motives and the impact we have on the world
around us. Further, it involves seeking a sense of purpose or
‘being’ and becoming connected to something greater than just
one’s own ego — a connection that provides a sense of the sacred
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or the holy. Consequently, a spiritual person’s RI will consist of
values and principles that will reflect these deeply held under-
standings.

What happens when we contextualise this individual within
the workplace? Sucha person understands the need to bring the
whole person to work, They want to integrate their lives and
in doing so connect with themselves and with others in their
workplace community (Dehler & Welsh, 1994). Spiritual indi-
viduals endeavour to "express inner life needs by seeking mean-
ingful work” (Ashmos & Duchon, 2000, p- 136). They confer
their work and the workplace with the quality of connection to
something greater than the material world. Work becomes part
of a bigger picture; it is a calling, a vocation and not merely a
means to an end. As part of this process, spiritual persons sub-
jugate their workplace ego to the transcendent (i.e. ultimate con-
cern) whatever that may be. Such a practice allows workers to
rise above their differences and naturally look to their organisa-
tion as a communal centre (Mirvis, 1997). Giacalone & Jurk-
iewicz (2003a) summarise these ideas in stating that a person
with spirituality—orientecl ideals “balances economic, quality of
work life, and social responsibility concerns” (p.16).

What might be the core values or principles of a spiritual
worker’s general RI? The literature has not been reticent in this
area (see Table 1). In recent years, a number of publications have
discussed the role of spiritual values in the workplace. For exam-
ple, Kriger & Hanson (1999) developed a set of universal values
drawn from the world’s major religions as the basis for creating
healthy employees and organisations. They argued that their val-
ues were essential to enable both economic and spiritual ideals
to thrive and grow in modern organizations. Fry’s (2003) theory
of spiritual leadership comprised a set values that are necessary
to intrinsically motivate one’s self and others so that that have
a sense of spiritual survival through calling and membership of
the organisation. Reave (2005), on the other hand, provided a
useful table relating spiritual values and such variables as per-
ceptions, motivation, satisfaction, retention, ethics and organi—
sational citizenship behaviour. Jurkiewicz & Giacalone (2004)
carried out a similar exercise in conﬁguring workplace spiritual—
ity as a measureable aspect of an organisation's culture, Despite
their focus, the values embodied in workplace spirituality are a
reflection of the spiritual individuals who work in the organi-
sation. Other authors cite slightly different lists but in general,
similar values keep cropping up.

Why do these values occur consistently within the literature?
Because they embody what is to be a spiritual human being in
the workplace. They are the manifestation of the four compo-
nents of spirituality in a person’s lived experience. Some of these
values may reflect all the elements of spirituality. For example,
integrity is required to ensure a person is true to their RI and
for others to be confident that such a person will act accordingly.
Other values may be more speciﬁc to particular aspects of spirit-
uality. For example, striving to overcome the egoistic self encour-
ages the development of values such as benevolence, respect for
others and altruism. Benevolence is a kindness and understand-
ing towards others and an orientation to promote their happi-
ness in a work context, Respect means treating tellow employees
with esteem and value and showing consideration and concern
for others. Altruism has the spiritual individual doing good for
its own sake, They understand the impact, both on themselves
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Table 1: A comparison of scholarly articles comparing similar values relating to spiritual individuals in the workplace
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AUTHOR(S)

SPIRITUAL VALUES

COMMENT

Jackson , (1999, pp. 65-66) &
Kriger & Hanson, (1999, p. 304)

Equality, Honesty, Compassion, Avoiding Harm,
Respect, Peace, Justice, Forgiveness, Service, Duty
Trustworthiness, Being a Good Citizen, Peace,
Thankfulness

Spiritual values from world’s main religions (Sikhism,
Buddhism, Judaism, Christianity, Hinduism, Islam,
Baha'ism, Confucianism & Jainism)

Synder & Lopez (2001)

Optimism, Hope, Humility, Compassion, Forgiveness,
Gratitude, Love, Altruism, Empathy, Toughness,
Meaningfulness

List of values linked to positive psychology and
spirituality

Giacalone & Jurkiewicz, (2003a,
p. 14)

Integrity, Humanism, Awareness, Meaningfulness,
Responsibility, Love, Inner Peace, Truth, Humility, Sense
of Community, Justice

Manifestations of spirituality in the form of spiritual
attributes

Fry (2003, p. 695)

Forgiveness, Kindness, Integrity, Empathy, Honesty,
Patience, Courage, Trust, Humility, Service to Others

Specifically tied to spiritual leadership; all subordinate
under a single value altruistic love

Jurkiewicz & Giacalone, (2004,
p. 131)

Benevolence, Generativity, Humanism, Integrity,
Justice, Mutuality, Receptivity, Respect, Responsibility,
Trust

Values framework for measuring workplace spirituality

Fry, (2005, p. 56)

Honesty, Forgiveness, Hope, Gratitude, Humility,
Compassion, Integrity

A set of core values reflecting a state of ethical
and spiritual well-being experienced by a spiritual
employee

Marques (2005, p. 86)

Respect, Understanding, Openness, Honesty, Giving,
Trust, Kindness, Peace & Harmony, Acceptance,
Creativity, Appreciation, Helpfulness

Vital themes for a spiritual workplace from the
literature and compared with the statements of six
business executives.

Reave (2005, p. 658)

Meaningfulness, Integrity, Honesty, Humility, Respect,
Fairness, Caring & Concern, Listening, Appreciating

Spiritual values and practices as related to leadership
effectiveness

Others, Reflective Practice

Integrity viewed as the most crucial spiritual value for
success

and on others, of acting from an unselfish bias.

Alternatively, interconnectedness to an ‘other’ and to one’s ‘Ul-
timate Other’ might promote values such as trustworthiness and
humility. Trustworthiness has the individual being depended on
by others, while at the same time, depending on their “Ultimate
Other” to guide and imbue their work. I—Iumility, at one level,
ensures the spiritual individual recognises their own inadequa‘
cies and acts without expecting the praise of others while rejoic-
ing in the good or success of others. At another level, humility
is about recognising the need for their “Ultimate Other” in all
that they do. The search for greater meaning in one’s work leads
to values such as generativity, professionalism and industrious-
ness, and good organisational citizenship behaviour. Generativ-
ity is about seeing the big picture and haVing a long‘term focus,
knowing that the work done today will be respectful of future
generations. Work is a gift to others or the ‘Other’ and so it has
to be of good quality. Being a good citizen implies caring about
others and the environment. It carries ideas of the essential dig‘
nity and worth of all stakeholders.

Many other values are applicable here but such discussion is
beyond the purview of this paper. What s clear is that a spiritual
person imbues certain values. What is unclear, however, is how
those values transition into ethical behaviours. After all, many
people have the values listed above and do not demonstrate ethi-
cal behaviour in accordance with them. Further, many appar-
ently “spiritual people" profess these values but they also fail to
translate them into appropriate actions, How do these values
become ethical outcomes within an organisational context?

How are Spiritual Individuals in the Workplace
Virtuous and Consequently Ethical?

A Variety of studies demonstrates a clear link between values

and workplace behaviour. People bring to work their values that
drive behaviour (Roe & Ester, 1999). These values are relatively
stable over time and have an impact on attitudes and behaviour.
Values affect one’s perception of a situation, how one relates
to others, and act as guides for choices and actions (Hitlin &
Piliavin, 2004). As Spohn (1997) notes, these “resources for at-
tentiveness may be derived from spirituality and from morality
or ethics” (p.3).

The previous section has explored the RI of spiritual persons
and how this acts as an overarching guide to what they value;
speciﬁcally what such persons value in a work context. Spiritual
persons have internalised a certain conception of authentic ex-
cellence. This means that they not only intellectually adhere to
speciﬁc values but also are committed to carrying them out. This
section will explain the link between this RI and ethical behav-
iour using Aristotle’s notion of virtue,

Virtues are attitudes, dispositions or character traits that ena-
ble us to be and to act in ways that allow us to pursue our human
potential for moral excellence. They permeate our state of being
and dispose us to action. The possessor of virtue is a morally
good person. Virtue enables us to have the appropriate emotions
and inner states as well as moving us to act in a virtuous way.
Virtues develop through learning and practice. The road to be-
coming virtuous requires a person to be consistently motivated
by moral goods in their actions. After a time of repeating such
actions, they acquire good habits.

Virtues we get by first exercising them. For the things we have
to learn before we can do them, we learn by doing them e.g. men
become builders by building and lyre‘players by playing the lyre;
so too we become just by doing just acts, brave by doing brave
acts; by doing the acts that we do in our transactions with other
men we become just or unjust and by doing the acts that we do
in the presence of danger.. ..we become brave or cowardly (Aris-
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totle, Trans. 1941, NE Bk 2 chap 1; 1103a31 & 1103b15).

However, virtues are not just habits. They are habits in that
once acquired they become characteristic of a person. For exam-
ple, a person who has developed the virtue of honesty is an hon-
est person because he or she tends to be honest in all circum-
stances. Every virtuous act is more than a habit, as it requires
choice, understanding and knowledge. The virtuous agent has
come to recognise the value of virtue and view it as the appropri-
ate response in a given situation. As Keenan (1995) has noted
"being virtuous is more than having a particular habit of acting...
it means having a fundamental set of related virtues that enable
a person to live and act morally well” (p. 714).

The link between value and virtue, and therefore spiritual and
virtuous people, hinges upon the distinction between value and
moral value. Values guide all human decisions but a virtuous act
is a special kind of act guided by moral values (Mele, 2005). We
define a value as that which is worth having, getting or doing.
In this sense it is relational, that is, it is a value for some person
(Bond, 2001). A moral value, on the other hand, when one lives
according to it, contributes to the perfection or ﬂourishing of the
individual as 2 human being. They are those things worth pos-
sessing if you want to become more human (Guardini, 1999). In
this way, moral values are objective. For example many people
value success and fame but pursuit of these does not make one a
better person in the Aristotelian sense. On the other hand striv-
ing to acquire courage, humility and honesty would truly enrich
their humanity and consequently make them a more attractive

erson.

These objective moral values are known by the human reason.
The inclinations of human nature, lead us to recognise what is
good for the human being. Every person has the inclination to
conserve his or her life, so life is a good. Similarly, we are inclined
to know and to live in society so truth and peace must be good
for the human being. Living according to these values means a
person will respect themselves and others in whatever they do.
They will be among other things honest, hard working, kind, re-
sponsible and a good listener. According to Argandona (2008),
the moral virtues are responsible for developing a person’s capac-
ity for self‘governance or self-control and so helping them to
overcome self-interest in their decision—making.

If the person perseveres in acquiring such good habits in all of
their decisions, they will become virtuous and accordingly will
grow in the virtue of practical wisdom. Aristotle (Trans. 1941)
wrote that the wise do not see things in the same way as those
who look for personal advantage. The practically wise are those
who understand what is truly worthwhile, truly important, and
thereby truly advantageous in life: who know in short, that is
worthwhile to be virtuous (NE Bk 6 chap 13; 1144b31). Such
a person will grow in the ability to grasp what a particular value
requires in a concrete situation.

Practical wisdom or phronesis is the reward for striving for
virtue. It is the ability to know what is good to do here and now.
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Itis comparable to having a sixth sense. For example, what being
honest actually requires in this situation or what justice requires
of me in these circumstances. It enables a person to have a ra-
tional control of their feelings: to“have those feelings at the right
times on the right grounds towards the right people for the right
motive and in the right way” (Aristotle, Trans. 1941, NE Bk 2
chap 6; 1106b16). We can explain this philosophically by the
close connection between the intellect and the will. The more
virtuous a person is, the more morally upright they are. In other
words, their will is directed towards moral good. There is cet-
tain strength in a will that enables it to choose the moral good
with ease in situations that would severely test ordinary people.
This rectitude of the will influences the clarity of the intellect,
enabling it to perceive what virtue demands in a particular situ-
ation.

The core values of spirituality are moral values to the extent
that they resemble the objective moral goods of human nature.
The nature of a spiritual person’s RI is the assurance of this.
Spiritual persons are not driven by their ego in the workplace.
They seek wholesome relationships with others and a greater
meaning in what they do (Mitroff & Denton, 1999). Adherence
to their RI leads them to be others-focussed which implies pur-
suing moral goods. The four formative components of the RI
would hinder or discourage any value or habit that would smack
of selfishness or egoism (i.e. vice).

Therefore, a spiritual person is likely to be virtuous and to
demonstrate certain virtues. Up until now, it has been unclear
why and how a spiritual person is necessarily ethical in the work-
place. The theory that explains how this process might occur is
Aristotelian virtue ethics. A virtuous person perceives that it is
worthwhile to live according to moral values. A spiritual person’s
mindset is similar to that of a virtuous person. Their RI will
take them to live according to moral values, which respect them-
selves and others; thereby entering the cycle of virtue acquisition
and acquiring practical wisdom (see Figure 1).

The Benefits of Spiritual (and Virtuous) Workers

Spirituality acts as a regulative ideal. This ‘ideal’ generates an
embedded network of specific moral values that represents an
‘internalised disposition’ to act and be motivated in particular
ways which address an spiritual individual’s conception of what
makes for excellence, in terms of their roles and responsibilities.
The regulative ideal will provide a standard that informs judge-
ment and helps to govern moral choices made in the context
of daily working practice. It will be a reference point that will
help to regulate both motivation and conduct so that a spiritual
individual tends to conform to their internalised conception
of good or excellent spirituality. To put this differently, moti-
vations, decisions and actions that harmonise with a person’s
regulative ideal are appropriate and practiced, while those that
clash with it are rejected. Through repeated acts, these values
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Link between Spirituality & Values: A spiritual person operates according to a regulative
ideal that consists of certain values that essentially seek the good of others. This ‘others
focus' renders these values as moral values. Accordingly, they incorporate themselves into
the acquisition of virtue cycle.

Acquisition of Virtue Cycle: One acquires virtue by consciously acting according to moral
values. These are rooted in human nature, and by definition, place one in a respect-filled
relationship with others. As one grows in virtue one becomes practically wise which
enables them in turn to better grasp or perceive the moral value in every action.

Figure 1: How Spirituality Translates into Ethical Behaviour

become “inculcate[d] specific habits of the heart [i.e. virtues]”
(Spohn, 1997, p. 3) which, in turn, contribute to the further de-
velopment of one’s spiritual character. This person, because they
have developed certain virtues, will act ethically, that is, do the
right thing at work and elsewhere.

What are the benefits of a spiritual employee/ manager in the
Workplace? What might be the outcomes of having individuals
whose internalised regulative ideal compels them to subjugate
their own ego while promoting the interests of others? An ide-
al that, at the same time, causes them to search for the greater
meaning in what they do even as they hold themselves account-
able to a higher concern. Which organisation would not want
employees/ managers who understand that we are beings—in‘
communion? Moreover, because they authentically exist only in
communion, we must enact unconditional respect and openness
to others.

Authentically spiritual individuals exercise certain virtues.
These virtues are the outward workings of an inward mindset
—their internalised regulative ideal. One would think that such
an individual would provide their work organisations with sig-
nificant advantages as they exercise these virtues in their work
context. While the following research does not explicitly con-
nect to the exercise of spiritual virtues, it does not take much
imagination to see the potential linkages. For instance, why do
spiritual individuals have greater organisational commitment
(Milliman, Czaplewski, & Ferguson, 2003), increased job mo-
tivation ( Jurkiewicz & Giacalone, 2004), increased productivity
(Duchon & Plowman, 2005), and greater job satisfaction (Nur
& Organ, 2006)? Perhaps, at least partially, it is because they see
work as a calling not just ajob; and it is ajob in which they want
to do the best they can with humility while respecting others for
example.

The spiritual individual’s quest fora higher purpose, personal
meaning and transcendent values in their workplace does not
equate to an outward focus only; it also creates a desire to in-
tegrate the self. For such individuals, spirituality is also a state
of being, a process towards wholeness. Being virtuous is about
seeking a fulfilled life, not just for others, but also for oneself.
This internal focus leads to a number of outcomes that also in-
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directly benefit the organisation.

Spirituality endows individuals with a general regulative ide-
al that includes speciﬁc values and beliefs which give stability
to them when all else is in flux (Emmons, 1999; Seidlitz et al.,
2002). Spirituality is also efficacious. It empowers individuals to
achieve authentic spirituality, realise their virtuous ends and cope
with and solve problems faced in life (Pargament, 1997; Silber-
man, 2003). Finally, empirical evidence suggests that a spiritual
life is likely to be characterised by positive satisfaction, a greater
sense of fulfilment and a better quality of life (Dierendonck &
Mohan, 2006; Mohan, 2001; WHOQOL SRPB Group, 2006).
The overall result of each of these factors is a happier, healthier
and more fulfilled employee.

Finally, because the virtues are predominately other-centred
(Cavanagh & Bandsuch, 2002), spiritualities that focus on the
self alone and its pursuit of personal balance and happiness (a
kind of spiritual narcissism) are not authentic since they fail to
develop the right kind of moral habits that truly enhance the
benefits of spirituality in the workplace (Porth, Steingard, &
McCall, 2003). Spiritual people are empowered (and empower
others) to look beyond self-interest to make a difference in and
a contribution to society as a whole. Virtue is also useful in rec-
ognising and minimising the potential problems of some inau-
thentic spiritualities (e.g. certain types of fundamentalism) since
these are not directed at the good of others and do not resonate
with an authentically spiritual regulative ideal.

Conclusion

Gull and Doh (2004) argue that spirituality can be the basis for
ethical conduct in business. Where spirituality is absent, there
is a lack of understanding that we are deeply connected.

Being in touch with spiritual principles and values helps to
stimulate the moral imaginations of individuals and can provide
depth of understanding of the many ethical problems that arise
(in business] (p.134).

This paper has sought explain the link between individual
spirituality and ethical behaviour in the workplace. The authors
believe that Aristotelian virtue is the mediating factor between
spirituality and moral conduct in business. They contend that
spirituality forms an internalised general regulative ideal, based
on four common aspects of spirituality: self-transcendence,
interconnectedness, meaning and one’s ultimate concern, that
governs what individuals perceive and value and how they act.
These moral values practiced over time become virtues. Spir-
itually virtuous individuals contribute signiﬁcant benefits to or-
ganisations.
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Abstract

Many studies have reported that
economics and business students
have been more apt to act in self-
interested ways when compared to
their counterparts in other academic
fields. It is our contention that past
studies have not shed light on the
underlying psychological differ-
ences which might be leading to
this difference in behavior. We put
forth evidence that certain business
majors are correlated with a marked
increase in levels of narcissism and
decreased levels of empathy, as
measured by psychological personal-
ity tests.
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Introduction

It has been well established that busi-
ness students often cheat more and act in
less cooperative ways than students from
other academic fields (Frank, 2004; Mc-
Cabe and Trevino, 1995; Khaneman et
al., 1986). The complexities surrounding
the causes of unethical behavior make
it difficult to capture the full picture of
what sorts of attitudes or personality
characteristics will lead to dubious acts
in the business world. However, we be-
lieve that at least part of this complexity
resides in underlying personality disposi‘
tions that result from repeated exposure
to the sort of pedagogy applied in busi-
ness schools. We set out to test whether
there are differences in personality dispO‘
sitions between non-business students
and business students.

In posing this question we decided to
look at one business school, comparing
students’ personality proﬁle measure-
ments and undergraduate majors. Our
goal was to determine if there is a correla-
tion between being a business major and
a student’s relative level of narcissism and
empathy’ Moreover, if business students
are indeed more selfish (i.e., more narcis-
sistic and less empathetic compared to
others) than non-business students, are
there speciﬁc business majors that might
exhibit this trait to a higher degree? Our
sample of students shows that certain
business school majors, particularly fi-
nance students, tend to be more narcis-
sistic and less empathetic towards oth-
ers. While we can not be certain, these
ﬁndings lead us to conjecture that more
mathematically rigorous and pecuniary
majors like finance and economics tend
to manifest personality traits that reflect
their exposure to business school peda‘

gogy-

Pedagogy and Business School

The link between education and so-
cial development was proposed by John
Dewey (1916). In his essay “Education
and Experience,” Dewey (1938) explores
the actual experience of education, ana-
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lyzing how pedagogical conditioning can
indelibly manifest itself throughout the
life of an individual. Dewey states, “Per-
haps the greatest of all pedagogical falla-
cies is the notion that a person learns only
the particular thing he is studying at the
time. Collateral learning in the way of
formation of enduring attitudes is often
much more important than the spelling
lesson or the lesson in geography...and
it is these attitudes that fundamentally
count in the future.”

Similarly, Durkheim (1925) posits that
childhood and adolescent education is an
important facet of moral development.
Viewing morality as a cognitive and de-
velopmental process, he felt that an in-
dividual’s ethical framework stemmed
from learning how to construct moral
judgments, as well as from environmental
conditioning, Both Dewey and Durkhe-
im suggest that at the core of education
is a fundamental need to complement the
analytical tools students learn with moral
faculties that will assist them in negotiat-
ing future ethical dilemmas.

Pratt and McLaughlin (1989) offer em-
pirical evidence that supports these prior
assessments. They show that the devel-
opment of subjective norms of college
students is a reflection of the attitudes of
their peers and their professors. Usin
Ajzen and Fishbein’s (1980) Theory of
Reasoned Behavior as a theoretical mod-
el, they demonstrate that students’ ethical
behavior is closely linked to their attitude
development in the classroom. Thereis a
separation by which “students’ subjective
norms (their perceived social pressures)
are a function of the normative beliefs
(expectations) of various others in the
environment” (Pratt and McLaughlin,
1989: 72).

There is substantial literature that in-
dicates undergraduate business students
cheat more than other undergraduate ma-
jors. Baird (1980) reported that business
students are more likely than education
majors to cheat, and more likely to con-
ceal instructors’ mistakes. Brown (1995)
shows that in a survey study of graduate
business, education, and engineering stu-
dents, business students were substan-
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tially more inclined to participate in academic dishonesty. In
another study, McCabe and Trevino (1995) looked at reported
cheating at 31 of America’s best undergraduate colleges and uni-
versities. Their sample consisted of 6,096 responses. Business
students had a 50% higher rate of reported cheating than any
other major.

Khaneman et al. (1986) showed that commerce students were
more likely to offer less in an ultimatum bargaining experimen-
tal game. In ultimatum bargaining, an individual is asked to
divide an amount of money between himself and another player'
The other player has the option of accepting or rejecting the
offer made by the decision player' Khaneman et al. compared
commerce students to psychology students of the same year in
school, ﬁnding that the business oriented students in general of-
fered less to the opposing player.

Frank (2004) asked a similar question in regards to econom-
ics students. Frank posed the question of how non-economics
students would compare to economics students in a prisoner’s
dilemma game. He reported that, under a variety of circum-
stances, economics students at Cornell University were more
likely to defect. In fact, more than half of the economics majors
who returned an exit survey said they would defect in the game
even if they knew with certainty that their opponent was going
to cooperate. What is more intriguing is that other majors had a
strong and progressive tendency toward cooperation in the pris-
oner’s dilemma the closer they were to their senior year. This
pattern was clearly absent amongst economics majors.

Frank (2004) also used ethics surveys in two undergraduate
economics courses that were taught in contrasting ways: one
was taught in the standard fashion and the other was taught by
an economist specializing in economic development in Maoist
China, who stressed the less material objectives of economics.
The ethics questions asked students how they would react to
certain situations. Students were surveyed once in September
at the beginning of the semester, and once at the end of the se-
mester in December. Economics students in the mainstream
traditional class were more likely to answer the questions with
a cynical view in mind as compared to the class with less of a
material focus.

A study by Sims (1993) demonstrates that many business
professionals learn selfish behavior while in undergraduate or
graduate business school. He shows that these behavioral at-
titudes follow them into the work world. Sims’s work highlights
the importance of attitude development in dealing with dishon-
est or selfish actions. Thus, attitudes that are cultivated and fos-
tered in business school could form at least part of the basis of
how corporate cultures evolve. Indeed, Hartikainen and Torstila
(2004) show that younger finance professionals that are only up
to two years out of business school have dramatically different
ethical standards, compared to those who have been Working for
many years. The implication is that business school teaches one
set ethical values and experience in the business world teaches
another. These ﬁndings suggest that the business school experi-
ence may have a direct impact on the ethical behavior of profes‘
sionals.

Ethics and Personality

As the research demonstrates, undergraduate business majors
have been shown to cheat more and act in less ethical ways than
other students. There is an important point that these studies
only address mildly. How do these sorts of behaviors become
engendered ona psychological level in business students? It is
our contention that the business school pedagogy might at least
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be one of the factors leading to less ethical behavior. However,
in order for a curriculum to alter behavior in other facets of a
student’s behavioral spectrum, it must also change some under-
lying personality characteristics. In order to test whether busi-
ness students have different personality characteristics from
non-business students, we used a test for selfishness and a test
for empathy as a proxy fora general change in deep rooted views
of ethics.

The Selfism Test was designed by its developers, Phares and
Erskine (1984), as an instrument to measure relative narcissism.
As defined by the authors, this test measures “an orientation,
belief, or set affecting how one construes a whole range of situ-
ations that deal with the satisfaction of needs. A person who
scores high on the narcissism scale views a large number of situ-
ations in a selfish or egocentric fashion” (Phares and Erskine,
1984).

The other personality measure used in our survey focused on
testing individuals for empathetic tendencies, or the ability to
understand the needs of others and their community. Goldberg
(1999) developed a series of questions to test for empathetic
patterns of behavior in respondents. The study of the manner in
which individuals attempt to understand and place themselves
emotionally in the place of another is of great importance in
contemplating how social groups and networks are motivated to
carry out pro—social behavior.

Thoits (1989: 328) states that “empathetic role-taking emo-
tions, or vicarious emotions, result from mentally placing one-
self in another’s position and feeling what the other might feel in
that situation.” Indeed, this sort of emotional capacity has been
important to researchers looking at what motivates moral and
pro—social actions, ﬁnding that higher levels of empathy tend to
make individuals more likely to be morally outraged or to take
action to prevent unjust acts (Davis, 1996; Smith-Lovin, 1995;
Schieman and Van Gundy, 2000). A heightened sense of moral-
ity or an active vigilance in regards to justice are exactly the sorts
of behavioral tendencies that lead to more ethical behavior.

Experimental Design

We contacted 1,189 students at a large research university and
had 441 respondents, or a 37.9% response rate. A web-based
survey was used to allow all non-demographic questions as-
sociated with the personality characteristics to be randomized
(Umesh and Peterson, 1991). Similar to Kerkvliet (1994), who
investigated academic dishonesty among economics students,
our survey was completely anonymous. As mentioned, the per-
sonality proﬁle portion of the survey had two speciﬁc focuses,
including a selfism (narcissism) test and an empathy test. We
consulted the pertinent psychology literature before we decided
on two mainstream and widely accepted scales to test narcis-
sism and empathetic tendencies. There were a total of sixteen
questions in this section, eight for each test.

In order to elicit a positive survey return rate it was neces-
sary to use a subset of each test, with eight narcissistic and eight
empathetic questions. Each test used a seven point Likert scale,
from one to seven, asking respondents to either strongly agree or
strongly disagree. The following isa sample question:

Call it selfishness if you will, but in this world
today, we all have to look out for ourselves first.

Strongly Agree Strongly Disagree
1 2 6 7

3 4 5

Students were not informed of the full intent of the project,
but told that a study to improve business education was being
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conducted. In nine classes, instructors agreed to offer a small
amount of extra credit to students who completed the survey. In
twelve other classes investigators were allowed to enter the class
to ask students to voluntarily complete the survey.

Emperical Model

Dependent Variables

It was necessary to develop two dependent variables: one for
narcissism and another for empathy’ A cluster analysis was used
to identify homogeneous groups of students. There is no prior
demarcation; the preprogram algorithm uses the information
available to find the most likely cluster size, though the proce-
dure does require a speciﬁcation on the number of clusters. Fol-
lowing the work of Bunn et al. (1992), Kerkvliet (1994), and
Nowell and Laufer (1997), we desired binary dependent vari-
ables for methodological purposes. The cluster analysis allowed
us to classify students into two groups based on their responses
on our psychological tests. This procedure was conducted for
both narcissism and empathy. Respondents were accordingly
categorized as either narcissistic or non-narcissistic, and em-
pathetic or non-empathetic. For example, 0 = non-narcissistic
and 1 = narcissistic. See Table 1, Panel A, for descriptive statis-
tics concerning the cluster analysis.

Independent Variables

Variables describing individual characteristics included gen-
der, year in school, GPA, age, the number of math courses taken
and whether the student received extra credit. GPA was an im-
portant variable to include. We hypothesized, as Bunn et al.
(1992) found with cheating, that GPA would have a negative
coefficient on the narcissism test; however, we had no hypoth‘
esis concerning this variable on the empathy test. Increasing age
and year in school, we believed, would be correlated with higher
levels of narcissism, but again we took no position on how these
individual characteristics would affect empathy toward others.

Frank (2004) found a positive correlation between number of
math classes completed and starting salaries of graduating Cor-
nell University students. Math classes in this way act as a proxy
for students attempting to earn more money when they leave,
We believed that higher levels participation in math classes
would have a positive coefficient in relation with narcissism and
a negative effect with empathy.

Dummy variables were used for the individual undergradu‘
ate business majors, freshmen, and non-business seniors. Busi-
ness students fell into one of four classifications: Accounting,
Finance, Management and l\/[arketing‘1 Because of the necessity
to run multiple regressions at different stages of our investiga-
tion in order to compare separate segments of the sample, differ-
ent sub—groups (including non-business seniors, freshman and
marketing students), were used as a baseline at varying stages of
the analysis’

Another important dummy variable used in our model was
extra credit, where 0 = no extra credit and 1 = extra credit. We
felt this was an important factor to control. It was possible that
if we did not control for this variable, less narcissistic and more
empathetic students would be over—weighted, as more selfish in-
dividuals would be less willing to take the survey unless there
was some sort of incentive that served their self-interest.

Hypotheses

With both narcissism and empathy, we felt that two important
dimensions of personality could be tested: one that should lead
to more selfish behavior and another that is more group—orient‘
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ed. Using these two dimensions of personality as our depend—
ent variables, we developed a series of hypotheses to test our
beliefs about differences between business and non-business
students, and among business students.

Based upon the nature of the personality traits being tested,
our first hypotheses were the following:

I—Iypothesis 1-A:

A student’s classification as a business student will predict
higher rates of narcissism.

I—Iypothesis 1-B:

A student’s classification as a business student will predict
lower rates of empathy.

Our second set of hypotheses were based upon ﬁndings thata
traditional economics curriculum was a signiﬁcant predictor of
the chances that a student would tend to act in a more coopera-
tive manner (Frank, 2004). In almost all respects finance is an
applied form of economic analysis. However, there is one differ-
ence. While both majors use the standard neo-classical model
of self-interest as a primary assumption, finance has no social
or community oriented application. At some point in the study
of economics most students encounter debates about welfare
functions, community planning and social economic interven-
tion. However, there is no such debate in the study of financial
analysis. Students are called upon to deal with only one ques-
tion: how to maximize individual and firm profit? Therefore, if
there is a similar conditioning effect from the study of finance, as
has been suggested by Frank (2004) about economics students,
there could be noticeable differences between students from fi-
nance and other business majors. Therefore, we formed the fol-
lowing two hypotheses:

I—Iypothesis 2-A:

Finance majors will have higher rates of narcissism than other
less mathematically inclined business majors.

I—Iypothesis 2-B:

Finance majors will have lower rates of empathy than other
less mathematically inclined business majors.

Finally, we wanted to test whether there was a difference be-
tween freshman business students and upper‘class business stu-
dents. We are looking for differences that might suggest that
there could be a change over the term of a student’s participation
in a business program. Obviously, because this is not panel data
any ﬁndings produced here should only be viewed as anecdotal.
With this in mind, we conceived the following hypotheses:

Hypothesis 3-A:

Upper—class business majors will have higher rates of narcis-
sism than freshman business students.

Hypothesis 3-B:

Upper—class business majors will have lower rates of empathy
than freshman business students.

Estimation

Means and standard deviations of our control variables are in-
cluded in the estimations reported in Table 1, Panel B. Out of
441 respondents, 435 empathy and 431 narcissistic observations
were reported, respectively, for each of our dependent variables.
The following two equations were used during analysis:

Narcissism, = f,GPA, + p,Math, + p,Age, + B,EC, + Z5mBusMajorm,.

meM

Empathy, = p,GPA, + p,Math, + p,Age, + B,EC, + Z&mBuSMajorM
’

meM
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where Narcissism and Empathy are the binary cluster vari-
ables and BusMajor is a dummy variable representing the four
categories of business school study. Please see Table 1, Panel
C, for a listing of the number of observations for each major
area. The independent control variables are grade point aver-
age, number of math classes, age and extra credit. A PROBIT
model was used to predict narcissism and empathy among our
respondents.

Panel A. Cluster
Analysis
Narcissistic
Clusters
Frequency Percent
Narcissism =0 | 191 443
Narcissism =1 | 240 55.7
Total 431 100
Empathetic
Clusters
Frequency Percent
Empathy =0 160 36.8
Empathy = 1 275 63.2
Total 435 100
Panel B.
Control
Variable Data
GPA Math Courses | Age
Mean 3.301 3.788 21.565
Std. Dev. 0.493 3.278 2.359
Panel C.
Observations
Major Students
Finance 97
Management | 73
Accounting 32
Marketing 42
Total Business | 244
Non-business | 197
Total 441

Results & Discussion

Finance Majors are Different

We first tested whether there was a general difference in busi-
ness versus non-business students across our entire sample as
according to hypotheses 1A and 1B. The following two models
of narcissism and empathy were used for this analysis:

6)) Narcissism, = B,GPA, + p,Math, + p,Age, + p,EC, + psBusMajor,

Q) Empathy, = B,GPA, + B,Math, + p,4ge, + B,EC, + f,BusMajor,

Vol. 13, No. 2 (2008)

where BusMajor; is a dummy variable denoting a student that
is majoring in business. The results are present in Table 2, Panel
A. Notice there are no statistically signiﬁcant coefhicients, in-
dicating similar patterns of personality characteristics between
both segments of the sample’ Clearly, our initial hypotheses
regarding potential differences between business students and
non-business students were incorrect.

Next, we wanted to look at the total sample again, but this
time we were interested in students in individual business ma-
jors that differed from our control group of non-business stu-
dents. We estimated the following two regressions:

3) Narcissism; = B,GPA, + B,Math, + ,4ge, + B,EC, + ZémBusMajarm,.
meM

Empathy, = p,GPA, + B,Math, + B, Age, + B,EC, + 3 8, BusMajor,,

()] =

where BusMajori isa dummy variable for the identity of each
business major (m = Accounting, Finance, Management and
Marketing). In this case, the rest of the population, including
non-business majors and business freshmen, were the baseline
comparison.

Finance majors were signiﬁcantly more narcissistic and less
empathetic than any other undergraduate business major. In
both regressions, finance majors were signiﬁcant at the p<.05
level. Notice in Table 2, Panel B, the strong positive coefficient
concerning narcissism and the strong negative coefficient con-
cerning empathy as compared to the other business majors.
Also, remember this is as compared to the baseline non-business
majors. As with prior studies of cheating, GPA was negatively
correlated with the narcissism variable and signiﬁcant at the
p<.01 level. Our estimation in this case supports hypotheses
2A and 2B. Finance majors were different from their peers at a
statistically signiﬁcant level in the ways we would expect. They
had higher levels of narcissism and lower levels of empathy.
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Evidence of Conditioning?

The next stage in our analysis was to compare freshmen to the
rest of the sample. It was important to look for trends that might
inform us on whether students might self-select into majors
that fit predisposed attitudes, or if there could be certain psy-
chological biases that were the result of pedagogical condition-
ing. It should be emphasized that since this is not panel data
any ﬁndings discussed here should only be viewed as anecdo-
tal. Nonetheless, we were curious whether there was anecdotal
evidence that would support the contention that the business

74 ]

Vol. 13, No. 2 (2008)

< ™~ 0
o < 0
© ~ ©
N N N
1 1 1
© o ™
o > o
< ™ <
b
- 9
I o9
s oS¢2
1
- A
N
NES =
o J ©
=
=
O
@
B o o
N O ]
o g =
[ *
¥
°
S 4 c
@ o ©
o I b
.
; 2
©
D @ S
N 2
! 3
Q <
(2]
o
—
©
R
o
~
°
&
3
33 3 FFS
N © o X S
Q<2 c2 9=
=
©
x £
o = ¥ o~ ~ —T =
o 0 — ©
N o ~© 8o g
: O s O O
SIS T o998
o
T ©
QO
=
[y
— w/\ —
o 9 o 9 o N
o 2 Q2 oQg
(%]
2
ed |23 595
N — © 5
o 2 c® o9 <9
! £
Q @
~ 2 g
g — pu
o g~ - QJoda
I mgl\ o9 ®©
; g
© ®
: :
w e »
> @D > i
£ 9@ £ | N
© EQ © %)
Q g 2 a | g
IS o ®© € o
L al =2 Ll pz4

environment might be affecting students’ attitudes.

We analyzed the sample looking for differences between non-
business freshmen and business freshmen, but found no statisti-
cal differences in either narcissism or empa‘chy,2 This supports
an assumption that freshmen enter coﬂege carte blanche, or
without signiﬁcant selfish or empathic attitudes that are dif-
ferent relative to upper—classman. As there were no differences
between non-business and business freshman, we therefore de-
cided to treat freshmen as a homogenous group in order to com-
pare them to upper‘classmen. We used the following regression

http://ejbo.jyu.fi/
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equations to accomplish this:

) Narcissism, = BGPA; + B,Math, + p,Age, + B,EC, + psFreshmen

©) Empathy, = B,GPA, + ,Math, + p,Age, + B,EC, + p,Freshmen

where Freshmeni is a dummy variable identifying first year
students.

We found that when compared to the rest of the sample,
freshmen as a group are much less narcissistic.  Notice the
strong negative coefficient at the 1% signiﬁcance level in regards
to selfishness for freshmen in Table 2, Panel C. Predictably, age
is an important variable in the narcissistic regression, s1gn1ﬁcant
at the p<.05 level. The negative correlation in this regression for
age suggests that younger individuals are less likely to have self-
ish attitudes. GPA has a negative correlation at the p<.01 level,
suggesting that GPA is an important factor in selfish attitudes
even in first year students. The empathy factor is not statistically
significant.

Comparison Without Freshmen

We now have anecdotal evidence corresponding to hypotheses
3A and 3B that between a student’s freshman year and the com-
pletion of their undergraduate major classes, a change in atti-
tude might be taking place, particularly for finance majors. We
now needed to take freshmen out of the sample to view how sig-
niﬁcantly the business major dummy variables would perform
compared to only non-business upperclassmen. Recall that in
the first step of our analysis, we treated all freshmen and non-
business seniors as the baseline for our regression. The possibil‘
ity existed that when we compared individual business majors
in our first step of analysis to the rest of the sample, freshmen
were heavily weighting the baseline comparison.

Therefore, in order to get a true measure of any differences
between non-business students and individual business majors
we needed to take out the freshmen. We used the same regres-
sion equations as in our first test, except we eliminated freshmen
from the sample:

Narcissism, = §,GPA, + f,Math, + 5, Age, + §,EC, + Z(?mBusMajormi

meM

O

@®) Empathy, = p,GPA, + p,Math, + ,Age, + B,EC, + Z§mBusMajormi
meM ’

where BusMajorm; is a dummy variable for the identity of
each business student’s major (m = Finance, Management, Ac-
counting, Marketing). Notice in Table 3, Panel A, there is only
a marginal change from the regressions run on the entire sam-
ple in step one. Finance majors are still strongly narcissistic and
Weakly empathetic at a statistically signiﬁcant level. Therefore,
we can now say that as compared to other upper-class students
in this sample, finance majors generally hold attitudes that are
more selfish and less empathetic.

Vol. 13, No. 2 (2008)
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Finance as Compared to Other Business Majors

The final step in our analysis was to compare the individual
business majors to each other, using a business student only
segment of our sample population, without freshman and non-
business seniors. We used the foﬂowing regression models:

©) Narcissism; = BGPA; + p,Math, + p;Age, + B,EC, + fsFin+ BMngt + p, Acct

(10) Empathy, = B GPA, + p,Math, + pyAge, + B,EC, + PsFin + BMngt + B, Acct |

where marketing students provided the baseline. Notice in
Table 3, Panel B, that when compared to other business majors,
finance students are still signiﬁcantly more narcissistic and less
empathetic, both at the p<.05 level. Even among their coﬂeagues

Vol. 13, No. 2 (2008)

0.004
(0.01)
-0.366
(1.04)

0.540*  0.312
(2.12) (1.16)
-0.588**  -0.151
(2.22) (0.53)

-0.299
(0.83)
-0.377
(1.04)

-0.597*  -0.010  -0.097
(274)  (0.38)  (1.56)
0.100  0.023  0.044
(0.46) _ (0.89) _ (0.73)

4.286**
(2.47)
-0.356
(0.21)
Notes: z-statistics appear in parentheses. Significance at the 1%, 5%, and 10% are shown by *, **, and *** respectively.

Panel B. (Business Majors) Equations 9 & 10

Narcissism
Empathy

in the business areas, students studying finance seem to follow
the same pattern of being more selfish and less empathetic'

Conclusion

We investigated whether or not there is a correlation between
studying business and the manifestation of personality char-
acteristics that could lead to unethical behavior. Substantial
academic literature and research has documented that business
students tend to cheat more and act in a more selfish manner
than the general undergraduate population. We looked at two
underlying personality characteristics that would likely lead to
unethical behavior by comparing the respective rates of these
variables between different undergraduate majors.

Our study has shown that there is no larger difference be-
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tween business and non-business students. However, it does in-
dicate that at least among business students, finance students in
particular have a strong likelihood of possessing those qualities
which may lead to unethical decision making. More research is
necessary to test further the notion that business school peda‘
gogy may be altering the personality characteristics of students.
Panel data tracking students over their four years of stucly is the

Vol. 13, No. 2 (2008)

most important feature that a future study must employ to ar-
rive at a better test of the effects of business pedagogy on stu-
dents. While we can only conjecture about what may be causing
differences in finance students, we can be sure that in our sample
of students finance students manifested those personality traits
which would lead them to make decisions that value individual
self-interest over group-centered outcomes.

T The reader might notice that our regressions have fewer observations than the total number taken. This result occurs if a respondent omitted an answer to the necessary questions
needed to form the regression equation. The R2 is not reported. This study is not a test of a model of narcissism and empathy, but an attempt to identify differences in these dependent

variables between sub-samples.

2 Using a sub-sample of only freshmen, regressions of equations (1) and (2) yielded no significant coefficients on the dummy variables for business students.
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Appendix

Selfism Questions

1. Thinking of yourself first is no sin in this world today.

2. It is more important to live for yourself rather than wyor other people, parents, or for posterity.
3. I regard myself as someone who looks after his/her personal interests.

4, It's best to live for the present and not worry about tomorrow.

5. Getting ahead in life depends mainly on thinking of yourself first.

6. Call it selfishness if you will, but in this world today, we all have to look out for ourselves first.
7. In striving to reach one's true potential, it is sometimes necessary to worry less about other people.
8. Not enough people live for the present.

Empathy Questions

1. I make people feel welcome.

2. | anticipate the needs of others.

3. I love to help others.

4. | am concerned about others.

5. I have a good word for everyone.

6. I am sensitive to the feelings of others.

7. I make people feel comfortable.

8. | take time for others.
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Managers sans Owners and
not Owners sans Managers

Michael Schwartz

Abstract

Drucker's search for an alternative
to both capitalism and socialism was
not undertaken in isolation from
others also searching for such an
alternative (Mosse, 1987). Regard-
ing those others, the proponents of
a totalitarian alternative admired
the industrialist, Henry Ford. Their
admiration was partially because of
the belief that an entrepreneur such
as Ford could innovate and pros-
per without management. Drucker,
however, advocated the necessity
of autonomous management in a
society of organisations. What thus
becomes essential to the organiza-
tion for Drucker is management,
even if for Drucker marketing is the
essential function of the business.
Furthermore, Drucker’s advocacy
for the necessity of autonomous
management in a society of organi-
zations explains his concerns regard-
ing business ethics.

Keywords

Drucker, capitalism, Ford,
Management, Marketing

Introduction

No less an authority than Theodore Lev-
itt (1925-2006), who was both a profes-
sor of marketing at the Harvard Business
School and the editor of the Harvard
Business Review, claims that “Peter
Drucker created and publicized the mar-
keting concept” (Levitt, 1970, p. 9) on
which all of contemporary marketing
rests. Such a claim is of considerable in-
terest given that Drucker is internation-
ally recognised for his contribution to
management, and not to marketing. Fla-
herty describes Drucker as being “most
widely known as the father of modern
management” (199, p- ix). Levitt is, how-
ever, correct in making such a claim.

After all, in 1954 in his first purely
managerial book, The Practice of Man-
agement, Drucker was to insist that“there
is only one valid definition of business
purpose: to create a customer” (Druck-
er’s italics, 1979, p. 52). And because the
purpose of the business is to create a
customer the business only has two “ba-
sic functions: marketing and innovation.
They are the entrepreneurial functions”
(Drucker, 1979, p- 53). Furthermore,
Drucker argued, that as “it is the cus-
tomer who determines what a business
is” (1979, p. 52), it is “marketing (which)
is the distinguishing, the unique function
of the business” (Drucker, 1979, p. 53).

Such arguments make it obvious that
what is integral to the theme of Drucker’s
The Practice of Management is market-
ing, despite Drucker’s international rec-
ognition for his contribution to manage-
ment. Drucker did claim that it was“The
Practice of Management, which first es-
tablished management as a discipline in
1954” (Drucker, 1994, footnote to p. 43).
Whilst that is correct management was
established by Drucker as a discipline
with a distinct marketing orientation.
Furthermore, as that orientation high‘
lights customer sovereignty, it places the
ultimate control of the business outside
the business much in accordance with ac-
cepted economic theory.

Benton has argued that such an em-
phasis was important given that business
sought a"symbolic congruity between the
marketing concept and the doctrine of
consumer sovereignty” (1987, p. 426) as
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it would justify “the absence of govern-
ment regulation and control” (1987, p.
426). However, Benton claims that any
such thinking was flawed as“the rub is, of
course, that those same sophisticated mar-
keting techniques can be used to manage
demand as well as to seek out and satisfy
existing demand” (1987, p. 426). Benton
supports this by quoting Drucker in his
book The Age of Discontinuity asserting
that marketing“creates markets” (1971(a),
p- 73). Thus for Benton “the marketing
philosophy becomes revealed not as an
end in itself, as is the case with consumer
sovereignty” (1987, p- 428). However, in
the preceding paragraph to that quote
Drucker did write that “it is axiomatic
that the customer is only interested in
the satisfaction he seeks” (1971(a), p. 73)
and that marketing“looks upon the entire
business . . . from the point of view of the
customer” (1971(a), p. 73). It is thus not
apparent from Drucker that there is any
lack of congruity between the marketing
concept and consumer sovereignty.

However, what is of interest to any
Drucker scholar is that whilst market-
ing was central to Druckers 1954 book,
it ceases to be a subject that Drucker
contributes much additional knowledge
to in his subsequent books and articles.
That is not to say that marketing is not
mentioned. It is. But while it is Drucker
does not repeat the insight he revealed in
stating that the purpose of a business is
to create a customer which helped create
the marketing concept. Flaherty writes
that “in his treatment of the marketing
concept, Drucker analysed ... consumer
sovereignty, consumer rationality, the
utility function, the distinction between
sales and marketing, the systems ap-
proach, and the demand factor” (Flaherty,
1999, p. 131). One cannot dispute any of
that. But Drucker had made most of that
contribution by the time his 1964 book,
Managing for Results, appeared.

I am thus intrigued as to the paucity of
Drucker’s contribution to marketing after
the 1960s. A reason for this might have
been Drucker’s explanation that, ‘despite
the emphasis on marketing and the mar-
keting approach, marketing is still rheto-
ric rather than reality in far too man
businesses” (1985(b), p. 64). Given such
a reality Drucker might have believed
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that he would be far more effective in explaining management
practices rather than exploring marketing. Nonetheless, one can
speculate that there could have been other reasons. Further-
more, an understanding of those other reasons could provide
us with insight into not merely why Drucker concentrated on
management rather than marketing, but furthermore what that
concentration reveals regarding his hostility to business ethics
(Drucker, 1985(c)).

These other reasons might have been related to a conflict for
Drucker between marketing and management. [n such a conflict
management would be seen as the preserve of professional man-
agers, while marketing would be associated with those concerned
with the entrepreneurial function as that was how Drucker ini-
tially described marketing. It is this conflict I wish to explore in
this paper; and why even if Drucker only sub‘consciously ac-
knowledged such a conflict it would have retarded his interest
in contributing to marketing. Such a conflict could also explain
Drucker’s disdain for business ethics which I have explored in
earlier papers (Schwartz, 1998, 2002). The research in this pa-
per is thus an extension of that eatlier research (Schwartz, 1998,
2002); yet, while it does return again to Drucker’s concerns at
the outset of his career, and the situation at that time, it is inter-
ested in them from an entirely different perspective.

In this paper I am primarily concerned with how Drucker
might have perceived the dichotomy between management and
marketing; and why faced with such an apparent dichotomy
between these two fields he chose to focus on making a contri-
bution to management and not to marketing, despite his ear-
lier major contribution to marketing. Furthermore, I argue that
Drucker’s preference for contributing to management rather
than marketing, explains why he is critical of business ethics as
an academic discipline.

Entrepreneurship

Undeniably, many credit entrepreneurship with creating em-
ployment opportunities and fostering productivity. Drucker,
who in 1985 wrote Innovation and Entrepreneurship, sought to
define its practice theoretically. Curiously, in doing so, Druck-
er places marketing at the very core of entrepreneurship. For
Drucker merely starting a new business is not entrepreneurial,
and neither does it represent entrepreneurship. But the situa-
tion is different if a particular business “created a new market
and a new customer. This is entrepreneurship” (Drucker, 1985,
p. 19). Such entrepreneurship, Drucker readily acknowledges,
has social impacts. According to Drucker, “Marks & Spencer,
the very large British retailer, has probably been more ente-
preneurial and innovative than any other company in western
Europe these last ﬁfty years, and may have had greater impact
on the British economy and even on British society, than any
other change agent in Britain, and arguably more than govern-
ment or laws” (Drucker, 1985, p. 21). Here, ultimately, Marks
& Spencer business was “not retailing. It was social revolution”
(Drucker, 1985(b), p. 96) because Marks & Spencer actively
sought through its business activities to change British society.

Such an admission is revealing. Drucker has since the appear-
ance of his first book in 1939, The End of Economic Man: A
Study of the New Totalitarianism, insisted that he is“conserva-
tive' in a very old sense” (Drucker, 1995 p. 9). What essentially
distinguishes such old conservatives from the neo-conservatives,
is the commitment of the former to the existing community
(Drucker, 1995). Entrepreneurship, as evidenced by Marks &
Spencer, affects the existing community in ways that cannot be
foreseen. Drucker could therefore have been cautioned by his
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understanding of the past to be wary of the possible impacts
of entrepreneurs and entrepreneurship upon the existing com-
munity. Yet, that does not seem plausible. Drucker in all of his
writings urges the necessity of constantly embracing change. In-
deed Drucker, in his 1985 book, advances a theory of entrepre-
neurship which builds upon the efforts of past entrepreneurs to
make the marginal central and identifies the “sources for innova-
tive opportunity” (Drucker, 1985, p. 27). Such sources include
“the unexpected, the incongruity, changes in perception, mood,
and meaning, population changes, changes in industry structure
or market structure, and new knowledge, both scientific and
nonscientific” (Drucker, 1985, p. 32).

Regarding such possible changes in industry structure Druck-
er described how “the one fundamental socialist dogma without
which belief in the order of Marxism is impossible, is that capi-
talism in its trend toward larger and larger producing units must
by necessity develop a social structure in which all are equal as
proletarians except a few expropriators” (Drucker, 1939, p. 24).
However, Drucker argued that the reality was that “the larger
the unit becomes, the larger is the number of intermediate privi-
leged positions, the holders of which are not independent en-
trepreneurs but even less unequal members of the proletariat.
... all have a vested interest in the maintenance of unequal soci-
ety” (Drucker, 1939, p. 25). It is not insignificant that Drucker
highlighted that these individuals are neither entrepreneurs nor
proletariats. It is also not insigniﬁcant that Drucker in statin
this is consciously, or unconsciously, echoing Max Weber (1864
- 1920) who over thirty years earlier “saw the increase in white-
collar workers as falsifying Marx’s contention that capitalist so-
ciety would become polarised between the bourgeoisie and an
ever larger and impoverished proletarian mass” (Bellamy, 1992,
p. 191).

Indeed, given Drucker’s reiteration of Weber's claim one might
be forgiven for expecting Drucker to be partial to Weber. How-
ever, this does not seem to be so. Drucker writes that Weber's as-
sertions as to the “Protestant Ethic” have “been largely discredit-
ed” (Drucker, 1994, p. 26). Also, that Weber was “quite oblivious
to organization as a new phenomenon” (Drucker, 1994, p. 51).
Rather, Weber saw “entrepreneurs’ (Bellamy, 1992, p. 190) as
part of the answer to the growing dangers of bureaucracy which
might explain Drucker’s antipathy to Weber. Drucker then, too
had misgivings about the future. But beyond such misgivings he
did not believe that the entrepreneur could offer society salva-
tion. Many of his contemporaries in Europe though, during that
period prior to the outbreak of hostilities in 1939, did look to
the entrepreneur for salvation.

Drucker’s 1939 book, The End of Economic Man: A Study
of the New Totalitarianism, attempted to explain the appeal of
fascism. According to Drucker much of this appeal was due to a
growing disillusionment in Europe with both capitalism and so-
cialism. Indubitably, Drucker portrayed the appeal of socialism
as reliant upon the acceptance of capitalism. However, follow-
ing Drucker, by the 1930’ a general belief in capitalism was no
longer possible. Conversely, given that, neither could that same
society accept socialism. Drucker argued that the 1873 Euro-
pean stock market crashes “marked the end of the Liberal era,
the end of the one hundred years in which laissez-faire was the
dominant political creed, That century had begun in 1776 with
the Wealth of Nations by Adam Smith” (Drucker, 1989, p. 5).
And yet whilst 1873 might have marked the end of that era,
ﬁfty years later no viable alternatives to capitalism and socialism
had emerged, although the widespread refutation throughout
Europe of these two —isms explained the growing acceptance of
totalitarianism.
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Paradoxically, while European society might have rejected
both capitalism and socialism, they accorded heroic status to en-
trepreneurs. The Canadian historian, Joan Campbell, recounts
how between 1923 and 1939“a German version of Henry Ford’s
autobiography, Mein Leben und Werk was republished over
thirty times” (Campbell, 1989, p. 133). And that in Germany
the only book which outsold Henry Ford’s works during that
period was Hitler's Mein Kampf where “many of Hitler’s ideas
were also a direct reflection of Fords” (Pool, 1997, p- 72). In-
deed Drucker in his 1939 book highlights the linkage between
the rejection of capitalism and the acceptance of Ford. Drucker
wrote that “to state exactly when the belief in capitalism was fi-
nally disproved is, of course, impossible. But it was reduced to
absurdity on the day when Henry Ford showed the world that
mass production is the cheapest and most efficient form of pro-
duction” (Drucker, 1939, p. 39); and in doing so disproved the
theory that “monopoly - provided the most profitable form of
industrial production” (Drucker, 1971, p. 158).

Further to this, what Drucker saw as most signiﬁcant about
Ford with regard to the Europeans search for a totalitarian al-
ternative was “that the essence of Nazism is the attempt to
solve a universal problem of Western civilization — that of the
industrial society” (Drucker, 1995, p. 23). For that very reason
Nazi theorists believed that Ford represented not an appendage
to capitalism, but a distinct alternative to capitalism. As early
as 1924 Heinrich Himmler was describing Henry Ford to his
Nazi colleagues in just those terms (Allan, 2006).

Drucker writes that “the starting point of Nazi political theo-
ry was the conviction that the modern industrial mass—produc‘
tion plant is the model for a totalitarian state” (Drucker, 1995,
p. 103). And that “the social (Drucker’s italics) meaning of the
Nazi organizations is the attempt to integrate into an industrial
society the individuals living in the industrial system" (Drucker,
1995, p. 102). Drucker readily acknowledges that it is pointless
attempting to refute Nazi society by claiming that it is unfree, as
it was never meant to be free. Given that limitation “the attack
on Nazism has therefore to start with a refutation of the Nazi
claim that theirs can be a functioning society" (Drucker, 1995,
p. 103). And such an attack has simultaneously to take cogni-
sance of “the collapse of the market as a society” (Drucker, 1995,
p. 52). For the Nazis, the modern industrial plant was Henry
Ford’s River Rouge plant (Pool, 1997). Indeed, for these “Na-
tional Socialists, Ford’s River Rouge was not so much a business
as a manifestation of supreme will and the harbinger of a new
world” (Allen, 2006, p. 97), with Ford too once seeing his plant
as such a“utopia” (Drucker, 1971, p. 169). Drucker could there-
fore argue that Nazism could not be a functioning society by
asserting the very same regarding Ford’s industrial plant, That
he did in a 1947 article.

Ford and the Entrepreneurial Function

Introductory marketing texts often utilise the example of Hen-
ry Ford insisting that the customer could have the Model T
in any colour as long as it was black in order to depict a pro-
duction orientation (Zikmund and d’Amico, 2002). Drucker,
however, always insisted that Henry Ford was a “most success-
ful entrepreneur” (Drucker, 1986, p. 190) and as such primarily
concerned with the entrepreneurial functions of innovation and
marketing, Drucker notes that while “Ford contributed no im-
portant technological invention” (Drucker, 1970, p. 60) Ford's
“contribution was an innovation: a technical solution to the
economic problem of producing the largest number ... at the
lowest possible cost” (Drucker, 1970, p. 60). As such what was
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critical to Ford’s contribution was a marketing insight which
was Ford’s “idea of a cheap utility car for the masses” (Drucker,
1971, p. 158). Drucker thus writes that when Ford insisted that
they could have any colour as long as it was black “few people
realise what Ford meant: flexibility costs time and money, and
the customer won't pay for it” (Drucker, 1993, p. 310). Drucker
thus credits Ford with a marketing orientation.

Drucker in July, 1947 published an article in “Harper’s Mag-
azine” titled Henry Ford. That article was later reprinted in
Drucker’s collection of essays Men, Ideas & Politics. Elsewhere,
Drucker has expanded upon Henry Ford’s financial failures,
writing that“he built a conglomerate, an unwieldy monster that
was ... horrendously unprofitable” (Drucker, 1993, p. 313). Oth-
er writers too, have expanded upon Ford’s financial shortcom-
ings (Halberstam, 1987). However, in his 1947 article, Drucker
considered Ford not in financial terms but in political terms. If
in those terms Henry Ford could be shown to have failed to cre-
ate a functioning society, then as was claimed earlier, Drucker
could in turn refute the Nazi claim that theirs could be a func-
tioning society.

Drucker wrote in his 1947 article that whilst Henry Ford was
“the symbol and embodiment of our new industrial mass-pro-
duction civilization. ... he also perfectly represented its political
failure so far — its failure to build an industrial order, an industri-
al society” (Drucker, 1971, p. 156). More so, Drucker argues that
Ford’s success with mass‘production, could not transcend his
political failure, as “above all, Ford himself regarded his techni-
cal and economic achievements primarily as a means to a social
end. He had a definite political and social philosophy" (Drucker,
1971, p. 158). Drucker acknowledges that Ford's political failure
“does not alter the fact that his was the first, and so far the only,
systematic attempt to solve the social and political problems of
an industrial civilization” (Drucker, 1971, p- 159). Likewise, as
Drucker writes in his 1942 book, The Future of Industrial Man:
A Conservative Approach, “the essence of Nazism is the attempt
to solve a universal problem of Western civilization — that of the
industrial society” (Drucker, 1995, p. 23).

In his 1947 article Drucker highlights the fact that “mass
production is not fundamentally a mechanical principle, but a
principle of social organization (Druckers italics). It does not
co-ordinate machines or the flow of parts; it organizes men and
their work” (Drucker, 1971, p. 162). Drucker argues that it is
a principle of social organisation because it creates a society
where individuals have to work jointly together with others to
produce anything; and, where the unemployed cannot produce
as they are excluded from “the productive organism’” (Drucker,
1971, p. 163). Following Drucker, “in the society of the modern
mass—production plant everyone derives his effectiveness from
his position in an organized group effort” (Drucker, 1971, p.
163). There is thus the need for “a management responsible to
no one special—interest group, to no one individual, but to the

. strengthening of the whole” (Drucker, 1971, p- 163). Thus
whilst, as in the case of Henry Ford, the entrepreneurial func-
tions of marketing and innovation can signiﬁcantly contribute
to a society, an autonomous management is needed to execute
those functions. Indeed management for Drucker is irreplace—
able as no one else can discharge those functions.

For that very reason Drucker argued that modern industry was
not reliant on entrepreneurs. He did not dispute that there was
no place for them. Rather, he insists that there“are the truly im-
portant innovations. They are the innovations of a Henry Ford”
(Drucker, 1985 (b), p. 790). But what remains essential, and not
least of all to the attainment of the entrepreneurial function, was
management. For Drucker, Ford’s ultimate failure was because
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he “wanted no managers” (Drucker, 1985(b), p. 388). Drucker
argues that management, for “the owner-entrepreneur, is not
its successor. It is, rather, its replacement” (Drucker, 1985(b), p.
387). Thus, that because for Drucker, “managerial work and en-
trepreneurial work were qualitatively different” (Flaherty, 1999,
p. 161) one can understand that although in his 1954 book he
identified the entrepreneurial functions of marketing and in-
novation as distinguishing management, he would not have
enlarged upon the entrepreneurial function as this could be re-
placed by management.

Furthermore, in this society of the modern mass—production
plant, Drucker asserts that because it needs management there
is a “differentiation of functions” (Drucker, 1971, p- 163) which
means that “there must be rank” (Drucker, 1971, p. 163). It was
mentioned earlier in this paper that Drucker noted this in his
1939 book, claiming that it negated Marx’s claim. And yet, that
whilst that is so, simultaneously, no one individual is less impor-
tant or more important than another. For while no one individu-
al is irreplaceable - only the organized relationship between in-
dividuals is irreplaceable and essential” (Drucker, 1971, p. 164).
This was because without these ongoing relationships the plant
cannot function. Thus whilst acknowledging the necessity for an
inequality due to the existence of differing functions, Drucker
argued that concurrently there was the need for“a basic equality,
based on membership and citizenship” (Drucker, 1971, p. 164).
All of that required the managerial skill “of organising and lead-
ing the human team” (Drucker, 1971, p. 165). And none of that
existed in Henry Ford’s plant where workers were“ruled through
espionage and terror” (Drucker, 1985(b), p. 383) because Ford
“wanted no managers” (Drucker, 1985(b), p. 388).

Such conditions Drucker wrote were the consequences of a
belief that Ford would have shared with those seeking a totali-
tarian alternative. This is “the belief that managers and manage-
ment are superfluous and that the “great man” can govern big
and complex organizations and structures with his assistants
and helpers — that is, his courtiers” (Drucker, 1985(b), p. 383).
Indeed, Drucker described fascism in much the same terms.
There “the abracadabra of fascism is the substitution of organi-
zation (Druckers italics) for creed and order ... (with) ... the
glorification of organization as an end in itself” (Drucker, 1939,
p. 22). For Drucker Ford's political failure at solving the prob-
lems of industrial society parallel the fascist failure at solving
those same problems. And both failed because they did not cre-
ate societies offering membership and citizenship which would
have required an autonomous management. Indeed, following
Drucker, "management is a central function, not in business, but
in our society, on the performance of which the very existence
of the society depends” (Drucker, 1970, p. 94). Whereas whilst
entrepreneurship is certainly necessary; “it is clearly a part of
management and rests, indeed, on well-known and tested man-
agement principles” (Drucker, 1989, p- 227).

Drucker in his 1939 book passionately argued that Nazism
and Communism were not competing ideologies but “similar
ideologically and socially. That ... Soviet Russia is as fascist a
state as Germany” (Drucker, 1939, p. 229). And that any such
“totalitarian social and political society must also have com-
plete economic totalitarianism” (Drucker, 1939, p. 237). Such
economic totalitarianism could not allow autonomous manage-
ment. Years later in 1954 in his first book on management, he
wrote of how the totalitarian leaders“were such fervent admirers
of Ford” (Drucker, 1979, p. 143). Pool (1997) makes the same
point in his book as does Allen (2006). The major reason for
this admiration was that Fordism “seemed to make possible in-
dustrialization without management, in which the ‘owner’, rep-
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resented by the political dictatorship, would control all business
decisions while business itself would employ only technicians”
(Drucker, 1979, p. 144). Drucker thus perceives management
with its commitment to the whole as fostering community and
thus facilitating industrial society. Alternatively, entrepreneurs
such as Ford are destructive of both community and industrial
society; as were those who looked to Ford for a political solution
to modernity.

However, the innovations of an entrepreneur called Henry
Ford gave usa principle of social organization” (Drucker’s italics,
Drucker, 1971, p. 162). And if here “only the organized relation-
ship between individuals is irreplaceable and essential” (Drucker,
1971, p. 164), then it was, paradoxically, the entrepreneur who
created the need for a discipline called management. Drucker, of
course, never explicitly acknowledges that. Although he did de-
scribe the basic business functions as marketing and innovation.
These were functions which Henry Ford succeeded at. However
these functions could not create that new society which Druck-
er pursued in his book The Future of Industrial Man as an al-
ternative to both capitalism and socialism. Only management
could facilitate that through a society of organisations. For such
reasons it seems likely that Drucker curtailed his contribution
to marketing and invested so much in the study of management.
Equally so, this situation explains Ducker’s (1985(b)) hostility
to business ethics whilst simultaneously insisting upon the ne-
cessity of managers being individually morally responsible’ Busi-
ness ethics with its concern with the relevant stakeholders and
the autonomy of corporate whistleblowers will, much like the
situation in an economic totalitarianism, not allow autonomous
management. An implication of both Drucker’s contribution to,
and ambitions for, management must thus be a resistance to the
idea of business ethics.

Christine Fletcher writes that “Drucker’s vision of the cot-
poration as a hierarchy which values each member, whatever
position within that hierarchy they occupy, is consonant with
the teaching of Catholic Social Teaching that the person as the
centre of social and economic life” (Fletcher, 2006, p. 6). This
Fletcher argues"contrasts with the vision of the person as homo
economicus of the empiricist social science which is the basis for
the shareholder and the stakeholder models of the corporation”
(2006, p. 1). Fletcher’s arguments return us to Drucker’s earlier
assertions that in this society of the modern mass‘production
plant, because it needs management there is a “differentiation
of functions” (Drucker, 1971, p. 163) which means that “there
must be rank” (Drucker, 1971, p. 163). They also return us to
his believe in the need for “a management responsible to no
one special-interest group, to no one individual, but to the ...
strengthening of the whole” (Drucker, 1971, p- 163). And specif—
ically because an autonomous management is needed to execute
those functions Drucker must remain wary of business ethics.
Furthermore Drucker set out in 1939 with his book The End of
Economic Man: A Study of the New Totalitarianism in search
of an alternative to “the vision of the person as homo economi-
cus” (Fletcher, 2006, p. 1). As Fletcher (2006) argues economic
man is the basis for both stakeholder theory and shareowner
theory, whilst Drucker was in search of something else related
to the integral value of the individual as, in Kantian terms, a
Value—giver.

It is easy to thus understand Drucker’s concerns as to business
ethics as for Drucker the centrality of the individual transcends
the concerns of business ethicists with the stakeholders versus
the shareholders. It is also easy to understand Drucker’s concerns
as to the necessity of management as without management the
individual cannot contribute as an individual to the corporate
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whole. It is not perhaps S0 easy, though, to understand the cur-
rent signiﬁcance of what concerned Drucker in 1939. Unless,
of course, one contemplates the contemporary world with the
growing economic power of states such as China, Russia and
Iran and recognises that, as"Kagan argues, thereisa solidarity of
autocracies growing up, which is both icleological and practical”
(Sheridan, 2008, p. 22). Sheridan is referring to Robert Kagan’s
2008 book, The Return of History and the End of Dreams. If
Kagan is correct Drucker’s 1939 message is as relevant today
as it was then. And if it is we will have to take most seriously
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Aetiology and Mutability
of Commodification

Jeremy St John

Abstract

Concerns over the erosion of a
comprehensive public conception

of morality are longstanding in
political philosophy, but while some
contemporary political philosophers
see the relevant cause as being an
increase in the acceptance of ethical
relativism, others see this trend as
the result of an increased intrusion
of a market-based ethos into various
social spheres that have tradition-
ally been the province of non-market
values. Thus while both accounts
agree on the normative claim that
there are certain values appropriate
to particular areas of our lives, and
on the descriptive claim that these
values seem to be under threat,
each postulate a different aetiology
for the perceived phenomenon. This
paper tentatively accepts the two
claims over which both accounts
agree, and examines the question
over which they do not; the issue

of causation, as well as looking at
the feasibility and desirability of
reversing the perceived progression.
Taking into account cross-cultural
longitudinal empirical studies of
attitudinal change towards vari-

ous socio-cultural issues, this paper
postulates in qualified accordance
with the first proposed aetiology,
suggesting ethical and cultural plu-
ralism to be prior to market forces,
while accepting the probability that
each play a significant role, and
looks at the likelihood and advisabil-
ity of change.

Introduction

Inanarticle entitled“On Morals and Mar-
kets” Barry Schwartz discusses the corro-
sive effect he considers the market to have
upon social morality (Schwartz,1994.)
This morality, which he describes as
the ‘moral sense), is a concept he adapts
from James Wilson, expanded upon in
his eponymous book which Schwartz
reviews. In The Moral Sense, Wilson at-
gues for the existence of a social morality,
varying in expression across cultural con-
texts, but universally centering around
four qualities; sympathy, fairness, self
control and duty, sharing common origin
in our ‘natural sociability’ (Wilson, 1993.)
Profoundly influenced by gender and cul-
ture and strengthened by social practices,
Wilson sees these virtues as nevertheless
vulnerable to attack from the onslaught
of Marxism, utilitarianism, analytic phi-
losophy, psychoanalysis, and in particular
(and as a consequence of the other four)
ethical relativism. Schwartz broadly
agrees with Wilson on the existence and
nature of the moral sense, but considers
that he has overlooked its chief adver-
sary. Both Wilson and Schwartz consider
morality to revolve around commitment;
obligation and duty, and Wilson de-
scribes the nature of moral erosion as the
replacement of the idea of commitment
with that of choice.(1) Given its empha-
sis on choice, Schwartz considers the
market to be the most likely mechanism
of this change. Yet regardless of whether
one shares Wilson’s and Schwartz’s be-
lief regarding moral fundamentals, if one
agrees ﬁrstly that these particular virtues
are signiﬁcantly constitutive of social mo-
rality, secondly that their role is a desir-
able one, and thirdly that they may well
be threatened, then one may share these
concerns. But should we accept the claim
that the social role of sympathy, fairness,
self control and duty are threatened by an
expansion of market influenced ethics (or
lack thereof)? What sort of a case does
Schwartz make?

Morality and the Market

Schwartz suggests that the values and
behaviour engendered by participation
in the market directly undermine each of
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the social virtues both he and Wilson em-
brace. Sympathy, according to Schwartz,
relies upon an ‘other‘regarding', altruistic
perspective; the ability, as he puts it, to en-
vision walking a mile in another’s shoes.
By emphasising the anonymity and fun-
gibility of buyers and sellers and by in-
creasingly operating over long distances,
Schwartz considers the market to foster
distant and impersonal social relations;
the ‘antithesis of what sympathy seems
to require. He suggests that self control
finds scant reward in the market, with
the pressure to quickly and maximally
reward shareholder investment encour-
aging'short-termism’, and what Schwartz
terms ‘me-first management’, constitut-
ing, in his view, ‘pure greed', and cites
Derek Bok’s exploration of the matter in
“The cost of talent'(Bok, 1993.) Further-
more, Schwartz suggests that the market
undermines self control in consumers as
well. Noting Wilson’s claim that addic-
tion is the ultimate enemy of self control,
Schwartz suggests that the rise and rise
of consumerism, or ‘thing addiction’, rep-
resents the greatest increase in addiction
in contemporary western society, and one
that is actually endorsed by contempo-
rary social values. Anti-consumerism,
Schwartz claims, is perceived as down
right unpatriotic, at least in the United
States. With regard to fairness, Schwartz
has a little more empirical muscle up his
sleeve. Citing research by Kahneman,
Knetch and Thaler into people’s intuitive
reactions to hypothetical transactions
in “Fairness as a Constraint of Profit
Seeking", and their ﬁndings that the
overwhelming majority of people have
a strong sense of what is fair’, Schwartz
notes further studies where the same hy-
pothetical transactions were proposed to
MBA students and to CEOs. Both stud-
ies found the target groups to have far
more lenient approaches regarding the
reasonable constraints posed by notions
of fairness to profit maximisation. In ad-
dition, he cites studies of undergraduate
student performance both in the Pris-
oner’s Dilemma and the ‘Ultimate Bar-
gaining Game’ which found considerable
disparity between economics majors and
other undergraduate students on appar-
ent attitudes towards fairness. Finally,
considering free riding to represent the

http://ejbo.jyu.fi/



EJBO Electronic Journal of Business Ethics and Organization Studies

antithesis of duty, Schwartz observes that economics students
interviewed in the same studies were far more approving of free
riding, it being, as he is keen to point out, rational, self inter-
ested behaviour. Thus Schwartz considers that participation in
and exposure to the market undermines each of the constituent
virtues of the moral sense. Yet is this necessarily the case?

Even if we accept that economics students are prone to free
riding and that MBA students and CEOs consider questions
of fairness to be comparatively irrelevant, this does not demon-
strate that the market made them so. Perhaps these individuals
already exhibited these tendencies, and were attracted to a career
in the market in order to most proﬁtably exploit them. In con-
trast to Schwartz, one might note, Wilson considers the market
to be a beneficial institution, encouraging paciﬁcation and social
stability, and necessitating ﬁduciary relationships, Wilson em-
braces the position of the economist Albert Hirschman that‘the
pursuit of one’s interests, in markets, was an enormous improve-
ment on the world of Hobbes, in which people pursued their
passions, often on battlefields. Yet while Schwartz concedes this
point, he suggests that the same institution may perform dif-
ferent roles in different historical contexts (as indeed does Hir-
schman) and notes the view of another economist, Fred Hirsch,
who stated some time ago that while the market depends upon a
moral sense it simultaneously undermines it. Indeed, even Frie-
drich Hayek, in his swan song; The Fatal Conceit, declares the
market to depend upon the limits offered by traditional moral-
ity for its own protection lest it undermine itself (I—Iayek, 1988,)
Thus perhaps we may allow that Schwartzs views on the mor-
ally corrosive nature of the market carry some weight. And he s
certainly not alone in his views.

Commodification and the Domino Effect

One of the more comprehensive treatments of this issue is of-
fered by Margaret Jane Radin in Contested Commodities (Ra-
din, 1996.) Radin considers that the market tends to erode
other value systems as market-based evaluations or conceptions
of things tend to replace alternative evaluations or conceptions,
a process she describes as the domino effect. As Radin sees it,
all things which (properly) exist within the market domain have
avalue that is explicable wholly in term of dollars and cents. As
such the value of any thing within this domain is completely
commensurable with- and exchangeable with- any other. Fur-
thermore, given this commensurability, all things with a com-
parable value may be considered entirely fungible. All things
within the market domain thus become commodities; a price
may be put on each. Yet some things, Radin holds, are not ap-
propriately conceived of in this fashion. Their value is not whol-
ly commensurable with the value of other things, but is instead
both intrinsic and speciﬁc to their nature. These are the things
one should not put a price on.

The problem, in Radin’s view, is that we have something of an
inevitable tendency to commodify. Should we begin to conceive
of these things in market terms, these market- based conceptions
and evaluations will replace their prior nonmarket alternatives,
for the two cannot coexist. As she puts it;"We can not know the
price of something and know at the same time that it is price-
less.” (Radin, 1986.) In this fashion, we lose the nonmarket sense
of the value of things, and they slide into the market domain.
Thus as soon as something begins to be‘partially commodified’,
that is, as soon as the first commodified understanding or evalu-
ation of a given thing enters public discourse, then it begins its
inevitable journey down the slippery slope of our conceptualisa‘
tion towards complete commodification; being understood and
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valued solely in market terms. Furthermore, commodification
is taken to be contagious, not simply within the realm of one
kind of object or relation (where any instances of commodifica-
tion of that thing will lead to its complete commodiﬁcation),
but also between different objects and relations, leading, eventu-
ally, to a state of universal commodification. For example, certain
instances of the commodification of sex will lead not only to
the complete commodification of sex, but also to the complete
commodification of related concepts and phenomena, such as
romance, friendship, the body, reproduction and so on. When
one domino falls in this fashion, it begins an inevitable cascade
until all are down:

To summarize: The domino theory holds that there is a slip-
pery slope leading from the toleration of any sales of somethin
to an exclusive market regime for that thing; and there if a fur-
ther slippery slope from a market regime for some things to a
market regime encompassing everything people value. The dom-
ino theory implicitly makes two claims: first, as a background
normative premise, that it is important for a nonmarket regime
to exist; and second, as an empirical premise, that a nonmarket
regime can not coexist with a market regimes. The market ver-
sion drives out the nonmarket version, hence the market regime
must be banned.

Of course Radin is not the first to discuss such things. The
concept of the slippery slope towards complete commodification
is one she takes from Lukacs, and the concept of a domino effect
is one articulated, albeit in a different form, by Michael Walzer
in Spheres of Justice (Walzer, 1983) where he discusses the pro-
pensity of the market sphere to invade the other spheres (public,
personal and so on); a process he describes as ‘market imperial—
ism’. Walzer also discusses the necessity for ‘blocked exchanges’;
the prevention of the sale of a number of things which, in his
view, should not be marketable, such as public office, friendship
and desperate exchanges’ (those exchanges ) exploitative as to
occur only because of the desperation of one party), in order
to prevent it. However, Radin considers that theorists such as
Walzer too narrowly conceive of the number of paths of market
domination; complaining that ‘the traditional view is wrong in
granting too much ground to the market.’ In specifying a lim-
ited number of exchanges that are to be prevented by market
exclusion, Radin fears that Walzer, and those who follow his
lead, abandon all else to inevitable commodification. She instead
emphasises the necessity to be wary of the commodification of
a much greater variety of things, and to salvage their nonmar-
ket meanings, stating that‘the way to a less commodified society
is to see and foster the nonmarket aspect of much of what we
buy and sell, rather than to erect a wall to keep a certain few
things completely off the market and abandon everything else
to market rationality/(Radin, 1996) But are her fears justified?
Do market-based evaluations inevitably and completely replace
alternative evaluations? And if this process is inevitable, then
how are we to stand in its way?

If, for example, we accept Radin’s claim that we cannot both
know the price of something and know that it is priceless; if
commodified conceptions drive out the noncommodified con-
ceptions of ‘much of what we buy and sell’ (rendering their com-
modification complete) then how are to be expected to ‘see and
foster’ their nonmarket aspects? Conversely, if these aspects can
be adequately appreciated; can be‘seen and fostered’ despite the
fact that these things are (at least to some degree) commodified
-we are buying and selling them after all-, then does this under-
mine the domino theory; is it less of a threat than Radin makes
out? And it would seem reasonably clear that we can see and fos-
ter the nonmarket aspects of much of those things threatened
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by the tide of commodification; Radin’s own work is testament
to this. One of these claims must give to the other; either we can
maintain both a commodified and non-commodified concep-
tion of that which we market, we can know that (at least some
of ) these things are both priceless and have a price, or we will be
unable to see and foster the nonmarket aspects of that which we
buy and sell. Indeed, practically speaking, we frequently conceive
of things in two independent fashions. Wherever we consider
something to have a use value as well as an exchange value, as is
the case with a great many consumable items, we know the price
of it (or can easﬂy find out) at the same time as valuing it along
entirely different lines. Indeed, it is the use value, in combination
with various market forces, which sets the commercial value of a
great number of commodities.

Radin’s contention can be roughly separated into a concep-
tual claim and an empirical claim; the former holding that we
are simply unable to conceive of something both in market and
nonmarket terms, and the latter holding that the more we be-
come acquainted with conceiving of something in market terms,
the more unlikely it is that we will conceive of it in nonmarket
terms, as the commodified conception becomes increasingly
prevalent. Now while the conceptual claim seems unfeasible,
can we give more credence to the empirical claim? There are cer-
tainly examples to be raised against it.

Perhaps the strongest example against the domino effect is
that of sex. Sex has existed in commodified forms for thousands
of years (often being colloquially referred to as the‘oldest profes‘
sion’.) Were any but the weakest interpretation of the domino
theory to hold true in this case, then all understandings of sex,
and indeed of those things strongly associated with sex should
be by now completely commodified, and it would be extremely
unlikely that any noncommodified understandings of it should
exist. This is patently not the case. Of course, this is not to deny
that instances of commodified sex have not increased, even con-
siderably, in our society at least. Yet given that commodified sex
has existed for so long in a great variety of cultures, the recal-
citrant existence of noncommodified conceptualisations of sex
speak strongly against the theory. But can we extend this beyond
the example of sex? One critic of Radin’s, Eric Mack, believes
that we can (Mack 1989.)

He raises two anecdotal examples of gift giving, one of a sweat-
er to his wife, the other of a litre of blood donated on his sick
friend’s behalf (who has required a litre of blood) to the blood
bank in lieu of a charge of $50. In the first case, he considers the
fact that he would buy his wife a sweater rather than giving her
the money to do so herself, or a certificate for that amount, de-
spite the difﬁculty and probable inaccuracy of his choice, as tes-
tament to the persistence of the noncommodified aspects of gift
giving, Similarly, in the latter case, he considers the fact that he
would donate a litre of blood on his friend’s behalf even though
he probably not give him the $50 to compensate the blood bank,
nor sell a litre of his blood for $50, demonstrates the complex
social relations within which many acts of exchange occur that
are not themselves commodified in nature. Hence according to
Mack there are various social and sentimental values which, like
use values, persist in spite of and remain independent of their
commodified rivals,

In addition, one might note that many cases of commodifica-
tion that draw the greatest degree of concern; commercial sur-
rogacy, the sale of cell lines and organs and so on, are increases
that have resulted as much from the progress in new technology
(biotechnology in particular) as from permissive attitudes to-
wards the market. Whether or not people would have objected
to the purchase of organs ﬁfty years ago, such purchase would
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have been pointless before transplant techniques had advanced
sufﬁciently. Similarly, only since the study of cellular develop—
ment and differentiation has come into its own have cell lines
become exchange commodities, only since fertility enhance-
ment procedures have become reliable have people’s gametes,
and wombs, gained a notable monetary value. As such it may
not be clearly discernable as to whether there is a commodifying
effect independent of the effect of technological advance in these
kinds of situations.

Yet even if commodification does proceed into the realm of
social relationships, Mack suggests that this may be cause for
celebration rather than consternation; holding that ‘[o]ne great
liberating feature of the market order is the way it challenges
existing social patterns’ and that ‘[a]nother liberating feature of
the market is precisely its depersonalization and moneterization
of otherwise oppressive and intrusive relations. One is freed
from society as one big family’. He considers that the alternative
to the society of contract is the society of status, and that [w]
hile the latter may provide its creatures with a sense of self and
place, it is an assigned self and a confined place.’ Mack sees the
instrumental relationships of the market as the building blocks
for social relations, and social relations that, being pursued by
choice, are free from the tyranny of uniformity.

Itis precisely these networks that make possible the great va-
riety of chosen areas for self-fulfilment that characterizes plu—
ralistic liberal societies. These impersonal ties, which sustain a
pluralist pursuit of personhood and community because they do
not require uniformity of belief in substantive values, are consti-
tuted by market relations that are motivated largely by antici-
pated monetary payoffs.

Mack argues that the erosion of and distraction from certain
values by the market can be a good thing, for not all intrinsically
valued things are lovely. If the market may be used to render
certain pursuits (his example is sadism) costly, then so much the
better. Indeed, this is much the same thinking as underpinned
the championing of the market some two centuries ago as a
mechanism to quell the dynastic feuds and ongoing wars that
rendered economic relationships unproﬁtable. In a similar vein,
another writer, David Smith, focuses on the markets benefi-
cial capacity to neutralise noxious political and social discourse

(Smith, 1994).

Sacralisation: Turning the Tide of Commaodification

Describing above the potential for intrinsic goods to evolve
from instrumental ones, Mack touches upon the possibility for
the reversal of commodication. The halting of the market tide
is one thing (through recalcitrant non-market evaluations), but
the turning of it another. Again, there are strong counterexam-
ples to Radinesque contentions.

Both marriage and rape were once the domain of property
law, even half a century ago. A wife was quite literally her hus-
band’s chattel, and appropriation of her by another a crime
against him rather than her. Furthermore, he was immune to
prosecution should he have forced non-consensual intercourse
with her himself (how can one appropriate that which one al-
ready owns?) This is no longer the case in either instance. Yet
when it comes to chattels, there is probably no clearer example
of wrongful commodification than that of slavery. For a person
to be owned or traded offends the sensibilities of even the keen-
est advocate of market values. But again, this commodification
has been (thankfully) reversed. Of course, slavery— or something
very close to it- still exists in various forms, but it is at least bereft
of the endorsement it otherwise once had in (nominally) demo-
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cratic societies, In addition, as Viviana A. Zelizer discusses in
Pricing the Priceless Child: The Changing Value of Children
(Zelizer, 1985), two centuries ago children, particularly among
the working class, were valued heavily for their potential for eco-
nomic production. One hundred years ago processes of reform
were initiated in various western countries to change both the
nature of their occupation and the spirit of their value. Zelizer
describes the process common to each of these examples where
economic value is gradually reinvested with social, spiritual or
sentimental meaning as sacralisation. Sacralisation occurs, as at-
tested by these and many other examples, and, as Zelizer notes,
while a great deal of attention has been paid towards commodi-
fication, comparatively little has been paid to its reverse.

However, little attention does not mean no attention at all.
In 1900, as Zelizer notes, George Simmel, in The Philosophy
of Money, traced the ‘historical dissociation of money and val-
ues’. According to Zelizer, Simmel attributed this dissociation
to a radical change in the value of the person and the value of
money. While the latter, in Simmel’s view, progressed from an
often ritualistic, sacred role to a more mundane everyday one,
the former progressed from a relativised concept of human life’
which ‘made its quantiﬁcation legitimate' to one sacralised by
Christianity which set ‘life above any financial consideration.
While Simmel, prophecying the attitudes of many contempo-
rary thinkers, considered there to be a ‘radical contradiction and
necessary tension between a monetary economy and personal
values, he considered that this served to obstruct the expansion
of the market. Yet his thought was not free of the anxiety of
more recent theorists; considering that this means of protection
was vulnerable, even precarious; holding that ‘the more money
dominates interests and sets people and things into motion, the
more objects are produced for the sake of money and are valued
in terms of money, the less can the value of distinction be valued
in men and in objects’ and that pricing would inevitably trivial-
ise value. Thus in Simmel’s work we find an exposition both on
sacralisation and on commodification, more than one hundred
years ago. Furthermore, if we take his lead, we will find the ex-
amples of sacralisation, and those of resistance to commodifica-
tion less reassuring than we might. Thus Simmel's work raised
two points of interest.

Firstly, while we may consider Margaret Jane Radin’s explana-
tion of the domino effect conceptually unfeasible, and her empir-
ical concerns a touch paranoid, the refutations offered by those
like Mack may be similarly limited. Mack may prefer to buy his
wife a sweater than to give her the money, or a gift certificate,
but gift certificates abound. Indeed, now even banks have start-
ed putting out gift cards that can be used in any store that uses
bank cards. Thus the symbolic differentiation between the gift
cards and simply gifts of cash has dwindled to the infinitesimal
(particularly when the majority of transactions in most shops
probably occur via one kind of bank card or another anyway.)
The increase in biotechnological commercialisation discussed
earlier; the sale in cell lines, organs, and in the use of one’s womb
may be novel phenomena which are in response (in some sig-
nificant part) to increased technological capacity, but this does
not explain away the expansion of commodification represented
by the extension of biotechnological intellectual property rights
to the discovery of new proteins, new gene sequences, and even
new life forms, where once such rights could previously apply
only to inventions, and never to life forms. Furthermore, the ex-
pansion of the role of the market in many contemporary west-
ern liberal societies to one that runs not only private companies
but public infrastructure and even essential services (going well
beyond the domain that Friedrich Hayek recommended) seems
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unlikely not to influence a corresponding expansion in market
ethos. Hence while we may not agree with the extent of Radin’s
concerns, we may accept a more attenuated form of the domino
effect, and this, in turn, raises a pair of concerns.

On the one hand the market may well undermine the moral
sense, as described by Schwartz and Wilson, and indeed various
other social values that we may consider beneficial. To the extent
that this may safely be taken to be a bad thing, then we ought
to do something to prevent it. On the other hand the market,
as Fred Hirsch pointed out more than twenty years ago, may
undermine itself, if left unchecked. One need not be a one—eyed
apologist for freemarket thinking to see that the market confers
certain benefits. As Mack points out, it can liberate us from op-
pressive social relations, and distract us from or combat various
undesirable phenomena and behaviours. As Smith notes, it can
neutralise noxious political discourse. As Hirschman stresses, it
can insulate us from Hobbes's state of nature. Indeed, even Barr
Schwartz admits the market does do some good things (so long,
one presumes, as it is kept in its place.) If we are to capitalise on
these benefits, we may need to save the market from itself.

The second point of interest raised by Simmel is the role he
attributes to Christianity in the process of sacralisation. While
it may seem tautological to say that a religion will play a role in
sacralisation, we should keep in mind that he and Zelizer do not
intend the term to literally mean ‘make sacred’, but to reinvest
value, and indeed to describe the fashion in which value may
come to determine price (or, in the strongest cases, priceless—
ness). Recall Simmel’s claim that the pre—Christian, relativistic
ethical framework enabled the quantiﬁcation of life, but the later
sacristy afforded to life by Christianity raised it above any fis-
cal equivalent. Now describing the pre‘Christian ethical climate
as relativistic may seem presumptuous, but there is undeniably
a rejection of material and economic value central to Christi-
anity. Indeed, Jonathan Sacks focuses on the otherworldly and
nonmaterialist nature of Christianity in contradistinction to the
emphases of its Jewish lineage in his article, "Markets and Mor-
als” where he discusses the merits of Judaism as possessing both
the economic and materialist rationality and the emphasis on
moral meaning and spiritual ritual that may offer the kind of
contemporary salvation which the market, according to Hayek,
needs (Sacks, 2000.) Christianity has had an undeniable role (at
least in the West) in forging a division between material success
and moral achievement. The pre—Christian age may well have
seen the two as more commensurable, even interdependent. Per-
haps even Simmel’s accusations of relativism may find support.
However, while I will not here attempt an in—depth exploration
of the validity of this final claim, we might note its resonance
with Wilson’s warnings regarding the contemporary attack on
the moral sense: ethical relativism is once more in the sights.
But is relativism, once merrily enabling the commodification
of all things, shackled for an all-too-brief two thousand years
by Christianity’s suspicion of false idols, really resurging to tear
down the moral dam that restrains the tide of market imperial-
ism?

Pluralism, Liberalism, Communitarianism

One thing that has seen a considerable growth in recent decades
is multiculturalism, particularly in western liberal democratic
societies, and with multiculturalism comes value, or ethical,
pluralism. Different cultures have, to a greater or lesser extent,
different systems of value, and the way they evaluate a given
thing may vary greatly. Ethical pluralism does not necessar-
ily entail ethical relativism. Ethical relativism essentially holds
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that the validity of any moral judgement is entirely relative to
the speaker’s subjective perspective; X is right or wrong if and
only if X is right or wrong for me. It denies any objective claims
about the rightness or wrongness of moral propositions, essen-
tially denying that there are any objective standards by which
their validity may be measured. As such there is no standard
by which a given moral or ethical value judgement, doctrine or
perspective may be demonstrated to be more or less valid than
another. Ethical pluralism does not go this far. Pluralism allows
that there may be a plurality of competing ethical value judge-
ments, doctrines or perspectives, and we may have no objective
standards by which to judge whether one is more or less valid
than another, but ethical pluralism does not hold that any ethi-
cal doctrine, perspective or value judgement may be as valid as
any other, as ethical relativism tends to. Furthermore, ethical
pluralism may be taken in a descriptive, an epistemological or a
normative sense. That is to say;

1) it may simply be describing the fact that a number of com-
peting and contrasting ethical doctrines exist,

2) it may be suggesting that there is little way to reliably dis-
tinguish between the Validity claims of the various doctrines in
an unbiased fashion, or

3) it may be suggesting that, (given the first two), there are
various behavioural demands that such pluralism entails (often
regarding such things as mutual tolerance and respect, the divi-
sion of political and social authority from moral belief, and so
on.)

Now the first of these claims I will g0 50 far as to take as self
evident. If anyone living in a liberal democratic society does not
accept that a plurality of ethical doctrines exist, then they must
be keeping heavily to themselves. The second claim is largely
a metaethical claim, and as such is both beyond the scope of
this paper and beyond the pale so far as relevant considerations
go regarding market boundaries. Suffice to say that if the most
prominent and most cited liberal theorist- indeed political theo-
rist- indeed philosopher— of the 20th century considered that
we should accept the existence of reasonable pluralism as a fact,
(Rawls, 1993) then I think that I might go so far as to accept as
sufficient for my current purposes that there are some number
of reasonable competing ethical doctrines that disagree over cet-
tain value claims. The third claim is one that is oft taken as po-
litically correct law, and it is precisely this contemporary social
quasi—legal standing that Wilson objects to, complaining against
the idea that moral judgements ‘must be relative to the culture’s
own conception of moral worth’, that [w]hen moral judgements
are made, they must be made with due humility and uncertain-
ty. And perhaps it is best if they are not made at all'(Schwartz,
1994.)

The recognition of reasonable pluralism, and the ethical re-
quirements so entailed, may have been most comprehensively
articulated by John Rawls- a name now so strongly synonymous
with liberalism- but they were first explained by a demi-name-
sake of his, one of liberalism’s founding fathers; John Locke. In
Locke’s Letter Concerning Toleration” (Locke, 1983), he sets
forth the very principles of liberal toleration to which we adhere
today (at least on our good days), and while the pluralism to
which Locke responded may have been somewhat less multifari-
ous than that with which we are today confronted, the princi-
ple remains largely the same. And though the liberal tradition
has, throughout the years, become a many splintered thing, the
necessity for the tolerance requisite such that each may pursue
their own good in their own way remains central to each and
every strand (and if it doesn', it ought to.) Thus when Wilson
gripes about the consequences of ethical relativism, he locks
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horns with a long and proud tradition. But of course, that's not
all there is to liberalism, or indeed to Locke.

Locke may have been one of the founding members of the
political tradition most closely concerned with liberty, but he
is also a founding member of the tradition most concerned
with property. I—Iaving, in his Two Treatises of Government,
justiﬁed the right to private property with various arguments,
both by divine right and by his famous labour-desert principle
(Locke, 1988), Locke began a pre-arranged marriage that wed-
ded the liberal tradition with ideas of justiﬁed private property
accumulation- indeed, according to some scholars, unlimited
private property accumulation- from its very infancy, just as he
had made the same conjugal arrangements with they dynasty of
liberty. This was a move that not only drew opprobrium from
his contemporaries- notably Rousseau- but continues to this
day (in the case of Schwartz, explicitly in the name of Rous-
seau) (Schwartz, 1994). But the dynasty of property has borne
stronger fruit than that of liberty (indeed, a century after Locke’s
writing, the industrial revolution was to offer it an unprecedent—
ed fertility boost.) Thus as the liberalism of Locke became rein-
vigorated by theclassical liberalism of Adam Smith, it cemented
itself in the minds of a certain tradition of later critics as the
ideology of capitalism. (The fact that the industrial revolution
and hence the advent of capitalism proper proceeded the advent
of liberalism by a century need not complicate such accusations,
apparently.) And so when Schwartz complains of the attack of
the market upon our social sensibilities, he locks horns with the
same long and proud tradition that Wilson does (though per-
haps with different horns.) In this respect liberalism, pluralism
and capitalism have formed a rather heady triumvirate for some
time, and with such interdependent and intertwined roots that
at times this particular ménage au trios is difficult to pick apart.
Hence when Friedrich Hayel( claims that the only just method
of distribution in a modern pluralist society is the market, for it
alone is neutral between competing cultural and moral perspec-
tives, we see the perfectly formed offspring of this three way en-
counter (though one wonders how this reconciles with his later
moralistic call to arms.) No wonder the attacks come from dif-
ferent angles. And come they do.

Of course liberals have a name for those like Schwartz and
Wilson; communitarians (despite their differences, the same
name.) And the fact that they have the same name despite their
differences is a consequence of the fact that communitarians
are a far more multifarious camp even than liberals. As Steven
Kautz puts it in Liberalism and Community:

Communitarians are above all“antiliberals” who seek to estab-
lisha politics of the common good and thereby tame the prevail—
ing liberal politics of individual rights. Beyond that fundamental
antiliberalism, the communitarian “movement” is marked by a
remarkable diversity of views regarding the nature of commu-
nity itself, from traditional conservative to classical republican
to social democrat to radical postmodernist- among many other
communitarian parties. (Kautz, 1995)

But communitarians the opponents of the market tend to be.
Wilson and Schwartz both seem to have tarred themselves with
the communitarian brush through their advocacy of the moral
sense (and of course their opposition to various aspects of liber-
alism.) Walzer is one of the most prominent, though sometime
ambiguous (2), communitarians of our time. But considering
this ambiguity, perhaps it would be edifying to attempt a defi-
nition of communitarianism. Communitarianism is much as it
sounds. The emphasis is on community rather than the indi-
vidual, the focus is upon that which binds us, rather than that
which separates. This goes by many names, and is divisible in
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many ways, but may, [ think, loosely be referred to as culture. In
fact, perhaps one of the best explanations of the salient constitu-
tive concerns of communitarian thinkers is offered by Radin as
she describes what should be exempt from invasion by market
ethos;

The kinds of goods that deviate most from laissez-faire are
those related to human beings' homes, work, food, environment,
education, communication, health, bodily 1ntegr1ty, sexuality,
family life and political life. For these goods it is easiest to see
that preservation and fostering of the nonmarket aspects of their
provision and use is related to human ﬂourishing and social jus-
tice- to personhood and community as reconceived to meet the
critique of liberalism. (Radin, 1996.)

Of this list, only religion, or spirituality, seems notably absent
froma comprehensive account of the constitution of culture. Yet
for Radin, not only does this communal culture serve to indicate
the acceptable limits of the market, but it is the values produced
by and expressed within such a culture that are to provide the
active opposition to market expansion, analogous to the role
Simmel saw Christianity playing in the past.

If we assume that it is intuitively obvious or a matter of defini-
tion which kind of

liberty an asserted transaction belongs to, then we have solved
the normative issue of the limits of the market. Otherwise, as I
think is the case, the categories of personal liberty and market
inalienability must be the conclusions of a moral argument rath-
er than the basis of one. In my view, moral argument will turn
on our substantive commitments to a theory of proper human
flourishing within a propetly constituted community. (Radin,
1996.)

But while this approach seems reasonable, common sense
even, it has a major blindspot; that of multiculturalism and cul-
tural pluralism‘ Personal liberty and market inalienability doubt-
less do depend on the conclusion of moral argument, and such
argument will inevitably turn on our substantive commitments,
but if different cultures have different substantive commitments,
then it will make such argument difficult (if not impossible) and
hence leave us without any clear conclusions regarding the de-
sirable extent of personal liberty or of market inalienability. Is
there hope that we, in contemporary western pluriethnic liberal
societies, can form a sufficient communal culture to oppose un-
acceptable market expansion? There is some tentative support

fOI‘ SLICl’l a hOPe.

Postmaterialism, Culture Shift,
and the Search for Meaning

In his book Culture Shift in Advanced Industrial Society (In-
glehart, 1990), Ronald Inglehart maps the changing attitudes
towards various socioeconomic questions over a period of eight-
een years in more than two dozen countries. The initial aim of
Inglehart’s project, begun in 1971, was to test his hypothesis that
the unprecedented affluence experienced by advanced industrial
societies in the latter half of the twentieth century would cause
a popular transition from what he termed ‘materialist’ values to
‘postmaterialist’ values. The reason for and mechanism of such a
value change is explained in his two fundamental hypotheses;

1.A scarc1ty hypothesis' An individual’s priorities reflect the
socioeconomic environment: One places the greatest subjective
value on those things that are in relatively short supply, and

2. A socialization hypothesis: The relationship between so-
cioeconomic environment and value priorities is not one of im-
mediate adjustment: A substantial time lag is involved because,
to a large extent, one’s basic values reflect the conditions that
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prevailed during one’s pre‘adult years.

Inglehart hypothesises that the impoverished conditions of
the prewar years, and the constant physical threat of the wartime
years, would tend to promote a popular emphasis upon what he
terms ‘materialist’ values; revolving around economic and physi—
cal security. Conversely, as the postwar period progressed, as
many nations experienced unprecedented levels of wealth (he
cites the ﬁgures of four to five times previous levels of wealth
in some countries, and as much as twenty times previous lev-
els in some others), and as the welfare state became increasingly
embodied in the institutions of advanced industrial societies,
economic values would be deemphasised. Similarly, as war be-
came less of a fore—grounded threat in these countries, physical
security would cease to be as much of an imperative. (3) Instead,
as financial and physical security became the norm, and as the
population became more educated, an assortment of values to
which Inglehart refers as ‘postmaterialist'— a reasonable degree of
autonomy in lifestyle choice, a sense of belonging, individual self
expression and a greater emphasis upon the search for meaning-
would come to be considered important, However, in accordance
with the socialisation hypothesis, this change would not repre-
sent a prompt response to environmental changes, but would
incorporate a generational delay. Those generations that grew
up in conditions of material scarcity would tend to retain highly
materialist values, despite experiencing signiﬁcantly greater af-
fluence in their adult life than they had during their formulative
years. Only those growing up in conditions of plenty would tend
to develop a more postmaterialist value system. Inglehart's body
of research was drawn from countries in both eastern and west-
ern Europe, The United States, Canada, Australia, Argentina,
Mexico, South Africa, Japan, and a small amount of research
material from China and Hong Kong, and his hypotheses found
heavy support within this sample.

In addition to documenting the transition from materialist
to postmaterialist values, Inglehart discusses the ﬁndings of the
World Values surveys measuring adherence to traditional Judeo
Christian norms. These beliefs were arranged around three
thematic clusters; belief in God and adherence to monotheism,
the inviolability of the family unit (including attitudes towards
abortion, divorce, extramarital affairs, adultery, prostitution and
homosexuality), and the importance of civil order (regarding
property, lying, and violence against others.) A highly consistent
correlation was observable both within and between these belief
sets, and between these belief sets and materialist values. Those
showing postmaterialist worldviews, on the other hand, were
less likely to adhere to Judeo-Christian norms. Inglehart notes
the apparent paradox regarding the association between mate-
rialism and JudeoChristian beliefs, given that the latter tend to
emphasise a reorientation away from materialist goals towards
spiritual ones. However, he considers that the association is, nev-
ertheless, quite intelligible if one sees them as an example of cor-
relation rather than causation: Far reaching though it is, the rise
of postmaterialism is only one aspect of a still broader process of
cultural change that is reshaping the political outlook, religious
orientations, gender roles, and sexual mores of advanced indus-
trial society. These changes are related to a common concern: the
need for a sense of security, which religion and absolute cultural
norms have traditionally provided.

According to Inglehart, individuals under high stress have
considerable psychological need for rigid, predictable rules.
Under conditions of security, on the other hand, diversity finds
greater tolerance.‘Taking one’s world apart and putting it back
together is psychologically stressful in any case. But people with
relatively high levels of security, such as the Postmaterialists, can
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more readily accept deviation from familiar patterns than can
people who feel anxiety concerning their basic existential needs.
Postmaterialists, Inglehart found, are far more likely to demon-
strate permissive attitudes towards abortion, homosexuality, ex-
tramarital affairs, single parenthood, adultery and prostitution;
all phenomena traditionally encountering censorship from the
more devout followers of Judeo-Christian value systems. Essen-
tially, for Inglehart, the feature that defines their social attitudes
most starkly against those of the materialists is their abandon-
ment of the view of the family as the sacrosanct societal and eco-
nomic unit. So what relevance do Inglehart’s findings regarding
culture shift have for the matter at hand?

On the one hand they seem to trace a de-emphasis on eco-
nomical values while at the same time indicating a move towards
amore morally neutral outlook (so far as the increase in permis-
sive attitudes may be taken to indicate.) These findings sit more
comfortably with Wilson's views than with Schwartzs. But what
of Radin’s hopes for turning the tide of commodification by fos-
tering the nonmarket meanings of things? The documented
emphasis on belonging and the search for meaning would seem
to bode well, but the abandonment of traditional approaches to
morality may concern various communitarians. And there are,
as noted, a great variety of communitarian approaches. How-
ever, in Liberalism and Community, Steven Kautz offers a clari-
fying distinction between two broad and broadly oppositional
camps of communitarians; those he refers to as republicans and
democrats, which sheds some light on the current discussion.

Republicans and Democrats: Virtue and Equality

Roughly analogous to- but by no means limited to or defined
by- the political parties of the same name, Kautz considers re-
publicans to be characterized by their love of virtue, and demo-
crats by their love of equality, and both opposed to liberals to
the extent that liberals violate these objects of affection. And
the strands of communitarian thinking described thus far seem
to be analyzable in these terms. James Wilson’s fear of moral
degradation seem clearly republican, Radin’s fears of market ex-
pansion clearly democratic. Of course, this is not to say that the
division can not be crossed in certain ways. Barry Schwartz’s
emphasis upon traditional social morality seems republican,
but his suspicion of the market democratic. The postmaterial-
ist view Inglehart describes seems most amenable to a demo-
cratic view, though the emphases on autonomy of lifestyle and
individual expression are distinctly liberal. The abandonment
of traditional morality certainly sets this approach well away
from the republican communitarian ideal. We might therefore
describe their approach as liberal democratic, which pretty well
accords with the political tradition with which these kinds of
views would best accord.

Recall the two imperatives raised earlier; that of restraining
the expanse of the market, and market based ideology, in order
to protect alternative value systems (as Radin and Schwartz ex-
hort), and that of holding the ethos of the market in check in
order to prevent it from undermining itself, and maintaining the
benefits that even critics of the market concur that it provides
(as Hirsch recommends). While the trend towards postmateri-
alist values seems to offer some hope for the first imperative, it
is perhaps unlil(ely to aid the second. I—Iayek was insistent upon
the role of traditional morality in shoring up the market (in his
later writing), and this suggestion has been taken up by others
(recall Sacks's discussion of the propriety of the Jewish ethos for
this purpose) and it is just these mores that the postmaterialists
reject (as well as many liberal thinkers, and many democrats.)
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Yet if Hayek is right in considering an adherence to traditional
moral values to be necessary to control the excesses of the mar-
ket, perhaps it is in the democrat’s interests that such values are
embraced, as an embrace of purely democratic communitarian
values may be insufficient to counter market forces, yet those
of the left are unlil(ely to be any more eager to embrace those
of the traditional right than those who trade in the no man’s
land between. Similarly, it is the countering of certain aspects of
traditional morality for which many liberal thinkers applaud the
market; its liberation from oppressive social relations. If the only
way to maintain the market in a sustainable and measured fash-
ion is to utilise these moral traditions, the very benefits many see
the market as offering may be undermined. We might note that
one manifestation of a preference based approach to morality
which raises Wilsons's ire, and which Schwartz attributes to the
expansion of market ethos, is the idea of marriage and the fam-
ily unit (as traditionally conceived) as but one among various
relationship options, among trial, open and revocable marriages,
childbirth out of wedlock and single parent families. How com-
fortable are those democrats who warn against market excesses
with becoming bedfellows with those republicans who consider
that our sexual and familial private lives should be the subject of
the kind of moral prescription which these sentiments seem to
recommend? Would they consider their opposition to some of
the more rapacious consequences of liberalism worth this?

Conclusion: A Choice between Evils

While expansion of the market ethos feared by Schwartz and
Radin may be less of a concern than either suggest (particu-
larly Radin) the possibility that it nevertheless presents cause
for considerable concern remains, and so long as we value that
which it appears to threaten- whether we describe it in terms of
a moral sense or alternative intrinsic evaluations of things and
concepts- then we may be required to oppose this trend. Like-
wise, while I am unsure that social values face imminent engulf-
ment by an onset of ethical relativism (as Wilson warns), the
increase in ethical pluralism consequent upon the trend towards
multicultural, pluriethnic social constitution in contemporary
liberal societies does appear to have encouraged a rise in value
neutrality. And if this value neutrality enables both an unstable
overexpansion of the market (as Hayek feared) as well as chip-
ping away at the more beneficial tenants of social morality that
forge our communities, then it is not something to be ignored,
Yet in opposing either the expansion of market ethos or value
neutrality, we may find ourselves somewhat torn.

Should the various theories discussed in this paper carry
Weight, then both liberals and democratic communitarians
may face a difhcult choice. Liberals may have to ask themselves
whether they are willing to sacrifice their commitment to ethical
neutrality (at least in the public domain) in order to preserve the
institution of the market (an institution justified in many lib-
eral eyes by its neutrality between competing ethical doctrines.)
Democrats may have to ask themselves whether they find the
institution of a stable conservative market or an increasingly ra-
pacious liberal market a more concerning prospect.

At the risk of trying the reader’s patience, and further muddy—
ing the waters this paper has already polluted, I wish to end on
another economic example. As documented by Joseph Henruch
et al in “In Search of Homo Economicus: Behavioural Experi-
ments in 15 Small-Scale Societies”, a group of researchers posed
one of the very same fairness tests discussed by Schwartz- the
‘Ultimate Bargaining Game'- to inhabitants of a variety of small
societies, with a variety of social structures, and with a great va-
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riety of results (Henruch et al, 2001.) One interesting finding
relevant to the issue at hand was the tendency of some heav-
ily family—oriented societies to see very little obligation to share
benefits outside the confines of the family unit (quite possibly
on a comparable scale to the economics majors, MBA students
and CEOs who drew Schwartz's opprobrium.) Considering the
effect of these particular family values on attitudes towards fair-
ness, one might question how desirable a heavy ethical focus on
the community- or the sanctity of the family unit- may end up
being for the preservation of the moral sense so dear to both
Wilson and Schwartz, and whether it would be better to em-
brace the devil we know or to raise the devil we don’t.

Notes

1. Of course, in defining morality in terms of obligation,
Schwartz is choosing a heavily deontic approach to morality,
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