Lecture 1Notes:

Ethics and Business

Lecture Objectives

After reading this lecture, students will be able to:

1.  Explain why ethics is important in the business environment.

2.  Explain the nature of business ethics as an academic discipline.

3.  Distinguish the ethics of personal integrity from the ethics of social responsibility.

4.  Distinguish ethical norms and values from other business-related norms and values.

5.  Distinguish legal responsibilities from ethical responsibilities.

6.  Explain why ethical responsibilities go beyond legal compliance. 

7.  Distinguish ethical decision-making from other practical decision situations.


Opening Decision Point
Loyalty After a Crisis

The following answers are more lengthy than those that follow in order to give a bit of guidance at the outset.

Loyalty after a Crisis: Should Aaron Feuerstein Rebuild in Malden and Pay His Employees in the Meantime?
After a fire destroyed the Malden Mills textile mill in Lawrence, Massachusetts, CEO and President, Aaron Feuerstein faced major decisions regarding what to do with his operations.  Malden Mills was the last major textile manufacturer in town and, with 2,400 employees, it supplied the economic lifeblood for its surrounding communities. Considering both its payroll and taxes, Malden Mills contributed approximately $100 million a year into the local economy. Feuerstein could have used the fire as an opportunity to follow his local competitors and to relocate to a more economically attractive area or he could have simply taken the insurance money and decided not to reopen the business at all. Feuerstein opted to rebuild the plant at the same location and to retain the jobs in the local community. He also committed to continue paying his employees and extended their medical coverage until such time as they could return to work. 
What do you think of Feuerstein’s decision? What would you have done had you been in his position? 
When questioned about his decision, Feuerstein remarked that did what he considered to be “right” for his employees and for the community as a whole. Knowing the mill was the hub of the community’s economy, he considered that, without those jobs, his employees would have no way of supporting themselves. It was important for Feuerstein to keep the business going and to keep it in the local community. 
This case provides an opportunity to accomplish several introductory goals.  In the most general terms, this discussion helps in exploring the source/origins of our values or strongly held beliefs, what encourages us to make the decisions that we make, the “whys” behind our choices.

One can use the case as a means for discussing decision-making: What options are available to Feuerstein?  How would he decide?  What factors are relevant to the decision? What is a rational decision?  Take various points of view—Fuerestein, his financial advisor, the city’s mayor, employees—and contrast likely alternative decisions.

One can also use the case to subtly introduce various perspectives on ethics: what is the difference between doing something ethically required and doing something heroic or charitable?  On what grounds do you reach your own opinion about Feuerstein?  What type of person is he, what character traits best describe him?

This case also allows for an introduction to the basic debate about corporate social responsibility: how would his decisions change if this were a publicly-traded corporation, rather than privately controlled?  What responsibilities does a company have to the community in which it is located?  For whose benefit ought a company be operated?

What facts would be helpful as you make your judgments about Feuerstein?  
It would be helpful to know the business’ financial situation before the fire, Feuerstein’s management style prior to the fire, any contractual obligations the company had to its employees, what alternatives were available and how feasible each would be.  In addition, did the firm have a mission statement, any other obligations to its employees or others that the students believe should be upheld?  What are other possible sources of “obligations?”
How many different ethical values are involved in this situation? 
There are a number of different ethical values involved in this situation. Challenge the students to explore their origins and examine what Feuerstein should consider as CEO of the company, what are his contractual obligations, his social responsibilities, his rights/duties and the rights/duties of the employees.  What is the fair thing to do, what is the loyal and kind thing to do in this situation, and what might a person of “virtue” do under these circumstances? 
What kind of man is Feuerstein? How would you describe his actions after the fire? Can you describe the man and his actions without using ethical or evaluative words?   
Feuerstein seems to be a loyal man, dedicated to his employees and his company, and one who is compassionate toward others. After the fire, Feuerstein displayed his compassion by promising to pay his employees and extend their medical benefits until the mill could be reopened. He demonstrated courage in deciding to undertake a massive rebuilding effort for the mill. He also showed personal integrity by keeping the jobs in the community instead of moving them somewhere else just to save some money, and offering to continue to pay for medical coverage made him seem extremely caring and generous in spirit. He is aware of the needs of the people in the area and is willing to do whatever it takes to make sure their needs are attended to, to the extent possible. 

Note that it is difficult to describe Feuerstein and his actions without using evaluative or ethical words. 
Whose interests should Feuerstein consider in making this decision? How many different people were affected by the fire and the decision? 
This question anticipates the exploration of “stakeholders” in later lecture.  Feuerstein considered the business interests of the company (which decision made the most financial sense) and its stockholders, as well as consider the interests of the employees, the managers, the community, the apparel companies to whom Malden Mills supplied Polartec fabric, and even the end-use customers who purchased clothing made of Polartec fabric.   Ultimately, there were many different groups of people affected by the fire and the decision - stakeholders at every level would feel the effects. 
What other options were available for Feuerstein? How would these alternatives have affected the other people involved? 
Feuerstein had several options. 1) He could have relocated the company to a location with cheaper taxes and cheaper labor; 2) he could have simply taken the insurance money and chosen not to reopen the business; 3) he could have vowed to rebuild the company and allowed all current employees to keep their jobs; 4) he could have reopened the business but not have paid his workers in the interim and simply hired available workers at the time of the reopening.  Allow the students to work through each option and explore the impact of each on all stakeholders.
Were Feuerstein’s actions charitable, or was this something he had a duty or obligation to do?  What is the difference between acts of charity and obligatory acts?  Feuerstein’s actions were considered by society to be charitable, since he did not have any contractual or other legal obligation or duty to keep the factory open in Malden or to pay the employees’ salaries until it had reopened.  He had several other options that he could have taken which might have still been considered to have been reasonable choices; but his choice was to do what he thought was appropriate, equitable, and a demonstration of his loyalty to his employees.
I. Introduction: Making the Case for Business Ethics

a. Historical context: From the time of the collapse of the Enron Corporation in 2001, business ethics has seldom strayed from the front pages of the press.  This chapter will introduce business ethics as a process of responsible decision-making.  

b. Ethical decision-making in business: not limited to the type of major corporate decisions with dramatic social consequences.  At some point every worker, and certainly everyone in a managerial role, will be faced with an issue that will require ethical decision-making.  

c. The questions today: The questions today are less about why or should ethics be a part of business, than they are about which values and principles should guide business decisions and how ethics should be integrated within business.
*Lecture Objective 1 Addressed Below*
d. Expansion of ethically responsible business decision-making:  Ethically responsible business decision-making must move beyond a narrow concern with stockholders, and consider the impact that decisions will have on a wide range of stakeholders.  In a general sense, a business stakeholder will be anyone affected, for better or worse, by decisions made within the firm.
 “Reality Check - Why Be Ethical? Because the Law Requires It”*
e. Reasons to be concerned with ethical issues: Beyond specific legal obligations, contemporary business managers have many other reasons to be concerned with ethical issues.  

i. Unethical behavior not only creates legal risks for a business, it creates financial and marketing risks as well.  

ii. Managing these risks requires managers and executives to remain vigilant about their company’s ethics. 

iii. A firm’s ethical reputation can provide a competitive advantage, or disadvantage, in the marketplace and with customers, suppliers, and employees.  

iv. Managing ethically can also pay significant dividends in organizational structure and efficiency.  

v. Trust, loyalty, commitment, creativity, and initiative are just some of the organizational benefits that are more likely to flourish within ethically stable and credible organizations 

f. Reasons to be concerned with ethical issues for business students: The need to study ethics should be as clear as the need to study the other sub-fields of business education.  Without this background, students simply will be unprepared for a career in contemporary business. 

i. But, even for students not anticipating a career in business management or business administration, familiarity with business ethics is just as crucial.  

  “Reality Check - Why Be Good?”*
 Business Ethics as Ethical Decision-making

g. So what is the point of a business ethics course?  
i. Historical Context:  On one hand, ethics refers to an academic discipline with a centuries old history and we might expect knowledge about this history to be among the primary goals of a class in ethics.  
1. Thus, in an ethics course, students might be expected to learn about the great ethicists of history such as Aristotle, John Stuart Mill, and Immanual Kant.  As happens in many other courses, this approach to ethics would focus on the informational content of the class. 
ii. Ethical Behavior/Normative Content: Yet, according to some observers, learning about ethical theories and gaining knowledge about the history of ethics is beside the point. 
1. Many people, ranging from businesses looking to hire college graduates to business students and teachers themselves, expect an ethics class to address ethical behavior, not just information and knowledge about ethics. 
2. After all, shouldn’t an ethics class help prevent future Enrons?  Ethics refers not only to an academic discipline, but to that arena of human life studied by this academic discipline, namely, how human beings properly should live their lives.

*Lecture Objective 2 Addressed Below*

iii. The Role of Influence . . . Yet, there is an appropriate caution about influencing behavior within a classroom.  
1. Part of this hesitation involves the potential for abuse; expecting teachers to influence behavior may be viewed as permission for teachers to impose their own views on students.  
2. Many believe that teachers should remain value-neutral in the classroom and respect a student’s own views.  
3. Another part of this concern is that there can be a narrow line between motivating students and manipulating students.  
a. There are many ways to influence someone’s behavior, including threats, guilt, pressure, bullying, and intimidation.  
b. Some of the executives involved in the worst of the recent corporate scandals were very good at using some of these means to motivate the people who worked for them.  
4. Presumably, none of these approaches belong in a college classroom, and especially not in an ethical classroom. 
5. But not all forms of influencing behavior raise such concerns.  There is a major difference between manipulating someone and persuading someone, between threats and reasons.  This course resolves the tension between knowledge and behavior by emphasizing ethical judgment, ethical deliberation, and ethical decision-making.  
6. We agree with those who believe that an ethics class should strive to produce more ethical behavior among the students who enroll.  
a. But we believe that the only academically and ethically legitimate way to do this is through careful and reasoned decision-making.  
b. Our fundamental assumption is that a process of rational decision-making, a process that involves careful thought and deliberation, can and will result in behavior that is both more reasonable and more ethical.
h. Role of a Course: Teaching ethics must, on this view, involve students thinking for themselves.  The decision-making model that will be presented in the next lecture offers one process of such ethical analysis, deliberation, and reasoning.
II. Business Ethics as Personal Integrity and Social Responsibility

a. Social circumstances also have a significant influence over behavior.
i. Social Context: An individual may have carefully thought through a situation and have decided what is right and may be motivated to act accordingly, but the corporate or social context surrounding the individual may create serious barriers to do so.  
1. As individuals, we need to recognize that our social environment will greatly influence the range of options that are open to us and can significantly influence our behavior.
2. Otherwise good people can, in the wrong circumstances, do bad things and less ethically motivated individuals can, in the right circumstances, do the right thing.  
b. Ethical Leadership: 
i. Business leaders therefore have a responsibility for the business environment, what we shall later refer to as the corporate culture, to encourage or discourage ethical behavior.  

ii. Ethical business leadership is exactly this skill: to create the circumstances in which good people are able to do good, and bad people are prevented from doing bad.  
iii. Again, the Enron case provides an example.  Sherron Watkins, an Enron vice president, seemed to understand fully the corruption and deception that was occurring within the company, and she took some small steps to address the problems.  But when it became clear that her boss might use her concerns against her, she backed off.  So, too, with some of the Arthur Andersen auditors involved.  When some individuals raised concerns about Enron’s accounting practices, their supervisors pointed out that the $100 million annual revenues generated by the Enron account provided good reasons to back off.  The Decision Point, below, exemplifies the culture present at Enron during the heat of its downfall.
	Decision Point
Sherron Watkins

Sherron Watkins, a VP at Enron, sent a memo to CEO Ken Lay expressing concerns about the company’s questionable accounting practices.  She was hoping to turn things around in order to right the wrongs before they were exposed to the public. She brought to his attention the fact that many people knew about, or were suspicious about, the inappropriate behavior occurring at the firm and that they would not be able to hide it much longer. She also voiced her concern for the investors as well as for the Enron employees that she knew were aware of the situation and were almost desperate for the company to get caught. 

Watkins was featured on the cover of Time magazine after Enron’s collapse and honored as a corporate whistleblower, although she never shared her concerns with anyone other than Ken Lay before “blowing the whistle.” Was Watkins an ethical hero in taking these steps?  Should she have gone further in reporting potential wrongdoing to outside authorities?  As in the case of Aaron Feuerstein, This can be another opportunity to raise the distinction between ethically obligatory acts and heroic acts (ethically praiseworthy, but not required).
Students are asked to consider the following questions in determining whether Watkins was an ethical hero:

1. What facts would you want to know before making a judgment about Watkins? What ethical issues does this situation raise? 
2. Besides Kenneth Lay, who else might have had an interest in hearing from Watkins?  Who else might have had a right to be informed?  Did Watkins have a responsibility to anyone other than Lay?  
3. Other than informing Lay, what other alternatives might have been open to Watkins? 
4. What might the consequences of each of these alternatives had been? 

5. From this section of the memo, how would you characterize Watkins’ motivation?  What factors seem to have motivated her to act?  

6. If you were Ken Lay and had received the memo, what options for next steps might you have perceived? Why might you have chosen one option over another? 
7. Do you think Watkins should have taken her concerns beyond Kenneth Lay to outside legal authorities?  



*lecture Objective 3 Addressed Below*
c. The Ethical Question: Ethics involves what is perhaps the most monumental question any human being can ask: How should we live?  

i. Ethics is, in this sense, practical, having to do with how we act, choose, behave, do things.

ii. Philosophers often emphasize that ethics is normative, in that it deals with our reasoning about how we should act.  

iii. Social sciences such as psychology and sociology also examine human decision making and actions, but these sciences are descriptive rather than normative.  They provide an account of how and why people do act the way they do; as a normative discipline, ethics seeks an account of how and why people should act, rather than how they do act.

d. How should we live?  This fundamental question of ethics can be interpreted in two ways.

i. "We" can mean each one of us individually, or it might mean all of us collectively.

1. In the first sense, this is a question about how I should live my life, how I should act, what I should do, what kind of person I should be.  This meaning of ethics is sometimes referred to as morality, and it is the aspect of ethics that we refer to by the phrase “personal integrity.”  

2. In the second sense, “How should we live?” refers to how we live together in a community.  This is a question about how a society and social institutions such as corporations ought to be structured and about how we ought to live together.  This area is sometimes referred to as social ethics and it raises questions of justice, public policy, law, civic virtues, organizational structure, and political philosophy.  
3. In this sense, business ethics is concerned with how business institutions ought to be structured, about corporate social responsibility, about making decisions that will impact many people other than the individual decision maker. 

4. We refer to this broader social aspect of ethics as decision-making for social responsibility.
5. The following hypothetical case can be used to highlight the distinction between the ethics of individual integrity and the social justice.  Imagine an HR manager who is hiring two employees.  Assume that the top two candidates, one male and one female, are equally qualified and that the HR manager wishes to hire both. Assume that the HR manager himself will get evaluated, in part, by how well he controls compensation expenses.  As a result, he has both a professional and personal responsibility to pay the lowest salary that is necessary to get the candidate to accept the position. At the last interview, the manager asks each about their salary expectations.   Imagine that the female candidate asks for a salary that is substantially below what the male asks. He knows that the male may not accept the job offer at a lower salary, and knows that the female is willing to accept the lower offer.  What responsibility does the HR manager have for paying equally qualified employees?  If the manager pays the female less, would you characterize him as sexist? Is this decision unfair workplace discrimination? Imagine now that the HR manager is a woman?  Would this change your judgment?   A good discussion can follow on how particular social contexts can shape decisions and, despite the best intentions of individuals involved, result in socially undesirable consequences.

e. Ethical Decision-Making: Within a business setting, individuals will constantly be asked to make decisions affecting both their own personal integrity and their social responsibilities.

i. Each decision made by a business manager not only involves a personal decision, but also involves making a decision on behalf of, and in the name of, an organization that exists within a particular social, legal, and political environment.  

ii. Whatever decision business managers make, they will have taken a stand on an ethical issue, at least implicitly.

iii. The actions each one of us takes and the lives we lead give very practical and unavoidable answers to fundamental ethical questions.

f. Application of Ethical Decision-Making: Consider two approaches to the Malden Mills scenario that opened this chapter. 

i. The more social-scientific approach common in management or business administration classes would examine the decision by asking questions such as, What factors led to one decision rather than another? Why did this manager act the way he did?
	Decision Point 

Management and Ethics

This Decision Point asks students to imagine that they are examining this lecture’s opening scenario in one of their classes on Organizational Behavior or Managerial Finance class.  Students are asked what advice they would offer to Aaron Feuerstein and what judgment they would make about this case from a financial perspective. After offering their analysis and recommendations, they are asked to reflect on their own thinking and describe which values underlie those recommendations.


Students are asked: 

1. What facts would help you make your decision?  
2. Does the scenario raise values that are particular to a management class?

3. What stakeholders should be involved in your advice?  

4. What values do you rely on in offering your advice?

5. How, if at all, does your advice differ from Feuerstein’s decision? 



ii. A second approach to Malden Mills, steps back from the facts of the situation to raise such questions as, What should the manager do? What rights and responsibilities are involved? What advice ought Feuerstein’s tax accountant or human resource manager offer? What good will come from this situation? Is Feuerstein being fair, just, virtuous, kind, loyal, trustworthy? 


iii. This normative approach to business is at the center of business ethics.  Ethical decision making involves the basic categories, concepts, and language of ethics: shoulds, oughts, rights and responsibilities, goodness, fairness, justice, virtue, kindness, loyalty, trustworthiness, honesty, and the like.  
*Lecture Objective 4 Addressed Below*


g. Ethics as Normative:  To say that ethics is a normative discipline is to say that it deals with norms, those standards of appropriate and proper (or “normal”) behavior.

i. Norms establish the guidelines or standards for determining what we should do, how we should act, what type of person we should be. 

ii. Norms appeal to certain values that would be promoted or attained by acting in a certain way. 

iii. Normative disciplines presuppose some underlying values.


h. What are Values?  We can think of values as those beliefs that incline us to act or to choose one way rather than another.

i. A company’s core values are those beliefs and principles that provide the ultimate guide in its decision making.  

ii. We can recognize many different types of values: financial, religious, legal, historical, nutritional, political, scientific, and aesthetic. Individuals can have their own personal values, and importantly, institutions also have values. 

iii. Talk of a corporation’s culture is a way of saying that a corporation has a set of identifiable values that establish the expectations for what is “normal” within that firm. 

iv. These norms guide employees, implicitly more often than not, to behave in ways that the firm values and finds worthy.

v. One important implication of this, of course, is that an individual or a corporation can have a set of unethical values. The corporate culture at Enron, for example, seems to have been committed to pushing the envelope of legality as far as possible to get away with as much as possible in pursuit of as much money as possible. 

vi. One way to distinguish these various types of values is in terms of the ends they serve.

i. Ethics Values versus Other Values:  How are ethical values to be distinguished from these other types of values?  

i. Ethical values serve the ends of human well-being.  Acts and choices that aim to promote human welfare are acts and choices based on ethical values. Controversy may arise when we try to specify more precisely what is involved in human well-being. 

ii. The well-being promoted by ethical values is not a personal and selfish well-being. After all, the Enron scandal resulted from many individuals seeking to promote their own well-being.

iii. Ethics requires that the promotion of human well-being be done impartially. Ethical values are those beliefs and principles that impartially promote human well-being. 
III. Ethics and the Law
*Lecture Objective 5 Addressed Below*
a. The law provides a very important guide to ethical decision making.   Legal norms and ethical norms are not identical nor do they always agree.  However, when new quandaries arise, one must be able to rely on ethics since the law might not yet – or might never – provide a solution. 

i. Some ethical requirements, such as treating one’s employees with respect, are not legally required though they may be ethically warranted.  

ii. Conversely, some actions that can be legally allowed, such as firing an employee for no reason, would fail ethical standards.

b. Law as Social Responsibility: A common view, perhaps more common prior to the scandals of recent years than after, holds that a business fulfills its social responsibility simply by obeying the law.  

i. From this perspective, an ethically responsible business decision is merely one that obeys the law; there is no responsibility to do anything further.

ii. Individual businesses may decide to go beyond the legal minimum, but such choices are voluntary and a matter of corporate philanthropy and charity.  

c. Ethics Programs and Officers.  Over the last decade, many corporations have established ethics programs and hired ethics officers who are charged with managing corporate ethics programs.

i. Ethics officers do a great deal of good work, but it is fair to say that much of it focuses on compliance issues.  

ii. The Sarbanes-Oxley Act created a dramatic and vast new layer of legal compliance issues.

d. Compliance?  Is compliance with the law all that is required for behaving ethically?

i. Holding that obedience to the law is sufficient to fulfill one’s ethical duties begs the question of whether or not the law itself is ethical. One’s ethical responsibility may run counter to the law.

ii. This question can have significant implications in a global economy in which businesses operate in countries with legal systems different from those of their home country.  Societies that value individual freedom will be reluctant to legally require more than just an ethical minimum.  
iii. You do not forgo your ethical responsibilities by a blind obedience to the law.

iv. If business restricts its ethical responsibilities to obedience to the law, it should not be surprised to find a new wave of government regulations that require what were formerly voluntary actions.

v. The perspective that compliance is enough relies on a misleading belief that law is clear-cut and unambiguous. This rule model of law is very common, but not very accurate. If the law was clear and unambiguous there wouldn’t be much a role for lawyers and courts. 
*lecture Objective 6 Addressed Below*
vi. Example: Consider one law that has significant impact of business decision making: the Americans with Disability Act. This law requires employers to make reasonable accommodations for employees with disabilities.  But what counts as a disability and what counts as a reasonable accommodation?  Over the years, claims have been made that relevant disabilities include obesity, depression, dyslexia, arthritis, hearing loss, high blood pressure, facial scars, and the fear of heights.  Whether or not such conditions are covered under the law will depend on a number of factors, including how severe the illness is and how it affects the employee’s ability to work.  Imagine that you are a corporate human resource manager and an employee asks that you make reasonable accommodations for her allergy.  How would you decide if allergies and hay-fever are disabilities under the Americans with Disabilities Act?  
e. Rules versus case Law: The law offers general rules that get specified in case law.  Most of the laws that concern business are based on past cases that establish legal precedents.  There is no unambiguous answer to the conscientious business manager who wishes simply to obey the law. 

i. Some theories of corporate social responsibility suggest that if a corporate manager is told that she has a responsibility to maximize profits within the law, a competent manager will go to her corporate attorneys and tax accountants to ask what the law allows. Most cases of corporate scandal mentioned at the start of the lecture involved attorneys and accountants who advised their clients that what they were doing could be defended in court. 

f. It would seem a manager has a responsibility to “push the envelope” of legality in pursuit of profits.  Because the law is ambiguous, because in many cases it simply is not clear what the law requires, business managers will often face decisions that will rely on their ethical judgments.  

g. Responsible decision making requires that we do step back to reflect upon and consciously choose the values by which we make decisions.  
*Lecture Objective 7 Addressed Below*
IV. Ethics as Practical Reason: Practical Reason: We have described ethics as practical and normative, having to do with our actions, choices, decisions and reasoning about how we should act. In light of this, we will describe ethics as part of practical reason and theoretical reason.  Theoretical reason is the pursuit of truth, which is the highest standard for what we should believe.
a. The Scientific Method.  According to this tradition, science is the great arbiter of truth. The scientific method can be thought of as the answer to the fundamental questions of theoretical reason: What should we believe?

i. The question arises, is there a comparable methodology or procedure for deciding what we should do and how we should act? 

ii. There are guidelines that can provide direction and criteria for decisions that are more or less reasonable and responsible. Ethical theories are patterns of thinking, or methodologies, to help us decide what to do.

iii. Practical reason is reasoning about what we should do. It involves walking through a series of steps in making a decision about what to do, in order to make a reasonable decision.

	Discussion of Opening Decision Point

Loyalty after a Crisis: Should Aaron Feuerstein Rebuild in Malden and Pay His Employees in the Meantime?  
Students are asked to consider how Aaron Feuerstein’s responsibilities would have been different had Malden Mills been a publicly traded company. Because it is privately owned, Feuerstein was free to make whatever decision he wanted and his choice was considered to be one of simple personal generosity. 
The company was unable to recover financially from the losses associated with the fire and Feuerstein’s decisions and that is why the company ended up in bankruptcy. Critics claim that this fact demonstrates the real costs of such generosity.   



Students can find information about the present status of Malden Mills and Aaron Feuerstein at the following websites: 

1) “The Mensch of Malden Mills” CBS News Story, July 6, 2003

http://www.cbsnews.com/stories/2003/07/03/60minutes/main561656.shtml
2) Mass High Tech: The Journal of New England Technology, January 16, 2006

http://masshightech.bizjournals.com/masshightech/stories/2006/01/16/daily2.html 

Readings

Summaries and Main Points
“Value Shift” by Lynn Sharp Paine

Main Points: 

· Ethics and values today are viewed by companies throughout the world as important corporate concerns. 
· Since the 1990’s, ethics guidelines and training have become widespread, corporate boards have become more active in setting their companies’ ethical standards, and membership in the Ethics Officer Association have grown dramatically.
· Firms have begun to track and report publicly on their performance in areas such as diversity, quality, customer service, health and safety, legal compliance, the environment, corporate culture, cross-cultural management, sexual harassment, work-family balance, corporate citizenship, and human rights. 
· A company’s decision to turn to values is affected by their size, their developmental stage, and societal factors, such as the law or media. 

· Companies that are large and well-established typically turn to values to protect their reputation, while smaller, start-up companies talk about building a reputation or establishing a brand. 

· Overall, executives explanations for their interest in values fall into five main areas: 1) reasons relating to risk management, 2) reasons relating to organizational functioning, 3) reasons relating to market positioning,  4) reasons relating to civic positioning, and 5) reasons relating to the simple inherent worth of ethical behavior. Executives in the final category believe it is better for companies to be honest, responsible, trustworthy and good citizens. 

“An Ethical Hero or a Failed Businessman? The Malden Mills Case Revisited” by Penelope Washbourne

Main Points: 

· Feuerstein felt a personal responsibility to the community and the company, but the emotional decision he made in the immediate aftermath of the fire may not have been the best decision. 

· Feuerstein acted out of commitment to his company and employees, but his generosity may have partly caused the company’s financial demise and the loss of his job. 

· The Malden Mills case reveals that despite Feuerstein’s financial failure, he still remains an ethical legend because of the way he chose to treat his employees and the community as a whole after the fire. He considered it the best decision for the greatest number of people and did not let the bottom line affect his decision. 

· Feuerstein seemed to display the “ethic of care” when he chose to preserve the relationships with his employees and the community. He did what was most loving, rather than what made the most business sense. 

· Feuerstein believes that at the end of the day, making a lot of money as CEO is not that important, but what really matters is whether you did some good for others. 

This article reviews the Malden Mills case, in which Aaron Feuerstein, in the aftermath of a fire that destroyed the company’s factories, decided that he would rebuild the mill and keep the business local, as well as pay employees until they could go back to work. Washbourne examines Feuerstein’s decision and its consequences. In the years after the fire, the company was rebuilt, but due to financial problems that were mostly the result of Feuerstein’s poor money management and overspending, by 2001 they were forced to declare bankruptcy and Feuerstein lost control of the company. Washbourne assesses the situation in Lawrence, Massachusetts, in 2004 which was in a state of economic depression and is full of immigrant workers, mostly from Puerto Rico and Central America. She notes that without Malden Mills there would be nothing left for those workers, their future, or their community. Feuerstein felt a personal responsibility and commitment to the company and to the community and he acted out of that duty when he decided to pay the workers until they could return to work again. Despite his financial failure and whether his family regains control of the company, Feuerstein’s ethical legacy lives on in the Malden Mills case. He gave the community hope and demonstrated Carol Gilligan’s “Ethic of Care” at a time when his employees and the entire community needed a strong ethical leader. His action has called American business leaders to consider the relationship between an employer and its employees. Feuerstein believes he has a responsibility to other people as individuals and to the common good, and he was quoted saying, “At the end of the day…after your basic needs are met, what is the point of all that activity, if not to do some good?”

“Do You Need an Ethics Officer?” by Jon Entine

Main Points

· Ethics officers are being used today to help companies avoid expensive litigation and to protect their reputations.

· The goal of an ethics officer is to ensure that the company is operating in legal compliance and that the employees bring a strong, personal sense of values to the workplace everyday. 

· Corporations use ethics officers to help them remain accountable to the rest of the business community and the public at large.

· A corrupt corporate culture can be to blame for unethical business behavior, but ethics officers are charged with overhauling that corporate culture and introducing higher standards of accountability in the workplace.

· Daly said, “We are not in the business of teaching people to be ethical. We’re teaching ethical people how to make a good decision when it could be difficult.”

· Ethics officers guide employees to do the right thing and steer the company on a “righteous” path. 

· Companies today have a duty beyond the minimum dictates of the law and must be proactive in the gray areas of business. 
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