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INTRODUCTION

This is the second edition of a book devoted to the application of Christian ethics to the commercial marketplace. Many changes have occurred in business since the first edition was published in 1996 to convince us that this is truly a remarkable time to reflect on topics in this exciting field. During the past decade or so, the moral climate of business seems to be pulling in opposite directions. Some unfortunate events make the need for better ethics much more apparent and, quite unintentionally, seem to welcome attempts to establish them. However, other developments make the study and actual practice of sound behavior in business much more complex and multifaceted.

When we first started teaching university students and addressing business audiences on ethics-related topics, we spent a lot of time trying to convince people (Christians too) why ethics was important to their careers, to their organizations, and to the health of the broader economy. Because of recent events, few business people (and students) now have to be persuaded that the development of sound ethics in business is not merely a detached “academic” exercise with little actual impact or importance.

Millions of individual investors who have recently suffered large-scale reductions in the values of their investment portfolios can attest to the tangible value of trustworthy behavior. Financial markets lost much ground as a direct result of misleading statements by analysts employed by highly respected investment firms and by corporate bankruptcies such as Enron and WorldCom, precipitated by fraudulent accounting statements.

These events and the ensuing media images of executives being led away in handcuffs have helped teach a hard but important lesson: that a solid moral foundation is necessary to our well-being as individuals and as a broader community with strong economic and moral interconnections. As a result, the climate of business seems to be open, once again, to discussion and action concerning moral matters. However, countervailing forces, such as short-term expectations and global competition, have also been at work to make the ability to actually practice good behavior in the marketplace more difficult. These forces seem to make the climate of business more hostile to ethical change.

Investor fixation on quarterly financial results, coupled with technology and its ensuing culture of speed, can work to push corporate decision makers into short-term thinking. As some of the recent scandals reveal, the pressure can be overwhelming even for executives long known for their character and devotion to their faith tradition. Corporate leaders find they have to appease investors by focusing on quarterly returns rather than long-term value. This provides tempting incentives to cut a wide variety of ethical corners along the way in order to “make the numbers.” CEOs who dare to go against the grain and take a longer term approach may find their positions in jeopardy.

Global competition has also rapidly increased, seemingly reducing the margin to maneuver and pursue ethical considerations. Domestic companies must compete not only with each other to achieve quarterly benchmarks, but also with foreign firms, many of which may be provided with competitive advantages as a result of operating under different cultural and legal expectations on issues such as employee pay, safety, and environmental stewardship. Firms attempting to uphold higher standards than their competitors potentially face higher costs, lower profits, and the threat of “punishment” by the short-term orientation of financial markets.

The fate of one company and its leader, who has often and rightfully been upheld as a model of good corporate leadership, reflects these new challenges. The company is Malden Mills, makers of Polartec, a popular fleece material used in outerwear. Two weeks before Christmas in 1995, the people of the town of Methuen, Massachusetts, watched a devastating fire destroy three of four of the company’s factories, the core of one of the last remaining large-scale textile mills in the region and the town’s key employment and economic lifeline. The fire injured 24 people, left 1,400 workers unemployed, and confirmed fears that the town would be destroyed economically, the plight suffered by many New England towns as other mills shut down in search of more cost-efficient labor sources overseas.

In a stunning surprise, the company’s majority owner, Aaron Feuerstein (then seventy years old), who could have simply retired on the insurance money, immediately announced plans to rebuild with the goal of having his workers back in the mill within a few months. Furthermore, Feuerstein gave every employee a $275 Christmas bonus and a $20 coupon for food at a local supermarket. Amid cheers from his employees, he then announced that for at least the next thirty days he would pay every workers’ salary in full and that their health insurance had been paid for the next ninety days. Citing his faith and his belief that difficult circumstances provide the real test of moral convictions, Feuerstein stated that collecting the insurance money and retiring was never a thought that crossed his mind. “My commitment is to Massachusetts and New England. It’s where I live, where I play, where I worship. Malden Mills will rebuild right here,” he said at the time.1

 
1 David Lamb, “Massachusetts Mill Town Gets Angel for Christmas,” Los Angeles Times, 19 December 1995, A24.



After the announcement, Feuerstein followed through on his promises, receiving national attention for his actions. In the immediate years after rebuilding, the company experienced increased employee loyalty and production in the form of lower turnover and error rates. The Malden Mills story was often shared as an example of extraordinary business citizenship and how it “pays” to prioritize people over profits.

Recently, however, the story took an unfortunate and complex turn. Due in part to competitive forces and to the cost of rebuilding and paying wages to idle workers, the company became mired in debt and filed for Chapter 11 bankruptcy in late 2001. While the company emerged from bankruptcy in late 2003, Feuerstein’s ownership of the company was significantly reduced, with banks and other creditors (who may not share Feuerstein’s sense of social responsibility) assuming a controlling interest in the company. Moreover, the company may have to turn to more overseas production (in China) to remain competitive.

To be sure, the message here is not that nice guys finish last or that it is impossible to exercise leadership that attends to matters other than profits. However, this story does put us on appropriate notice that ethics applied to competitive markets is more complex than simple, often used platitudes such as “do the right thing” or “it all comes down to character” portray. Improving the ethical climate of business is a challenging and multidimensional task, and one that requires attentiveness to ethical norms and economic realities.

The underlying premise of this book is that ethics derived from the Christian tradition has much to contribute to this endeavor. While the world of commerce may not be “Christian” and may not readily accept ethical guidance couched in faith-based language, many businesspeople seek and take guidance from their faith traditions. These are some of the very people whose everyday decisions influence the values and conduct within the marketplace. Furthermore, many of the ethical constructs derived from the Christian faith can also be communicated in language that appeals to the broader marketplace.

Most importantly, Christian ethics and the worldview on which it is based offer a truthful lens from which to view, interpret, and critique values and events. A Christian worldview accounts for the realities of fallen human nature and the culture at large, providing a sense of realism in terms of what can be achieved. Yet it is not devoid of ideals, basing its hopefulness on the fact that our work here on earth has ultimate significance and that even the imperfect aspects of the world we live in will one day be redeemed.

We have attempted to revise and structure the second edition of this book in such a way that it is grounded in Christian theology and yet takes realistic account of the complexity and changing nature of the practice of business. The reading selections include a wide variety of perspectives, some explicitly Christian and some that merely (but clearly) reflect Christian values. Other readings will present viewpoints that are inimical to the Christian worldview but were included because they represent influential views worth engaging. Our goals are to make you think rigorously, to foster more dialogue with the world around you, and to instill values that are based soundly on the Christian faith.


Part I
Foundations for Christian Ethics in Business


ONE
Christian Ethics in Business: Tensions and Challenges


A sudden submission to Christian ethics by businessmen would bring about the greatest economic upheaval in history!

A chief executive officer, quoted in “Is Business Bluffing Ethical?” by Albert Z. Carr



INTRODUCTION

Recently, there has been exploding interest in the idea of “spirituality” in the workplace. Major business magazines such as Business Week and Fortune have run cover stories on the topic, and academic conferences, corporate programs, and executive retreats have been organized around this theme. Understandably, the concept of integrating one’s faith and values into the workplace is important and rightfully deserves such attention.

However, actual attempts to bring faith-based values into the workplace can be challenging and riddled with tension when the “darker” aspects of business and the reality of economic competition are factored into the equation. In fact, some research supports the suspicion that many business people do, in fact, live with two conflicting sets of rules: one for business, and one for their lives outside of work.

Some observers of commercial life have gone so far as to claim that virtue and success have an inverse relationship. Unless individual participants leave “private” morality at the door, financial gain will prove elusive. Business demands shrewdness and the bending, if not outright breaking, of rules, the argument typically goes. Play “softly” and you will soon be surpassed. Not that “good” behavior is nonexistent. When it occurs, however, the motivation behind it is self-interest, not ethics per se.


1For a more thorough discussion of the power of competitive forces, see David Korten, When Corporations Rule the World (West Hartford, Conn.: Kumarian Press, 1995). See also John Dobson, “The Feminine Firm: A Comment,” Business Ethics Quarterly 6 (April 1996): 227–31.



 Organizations are trapped by similar deterministic rules. A “nice” company that engages in “restrained” competition or sacrifices profits for the benefit of employees or the local community beyond motivational or public relations value will soon find itself in decline if competitors don’t operate with similar rules and intentions.1

The idea that business demands different standards for behavior is particularly problematic for those who adhere to a belief system that holds that a unified set of values should be applicable to life in its totality. The thought that the very virtues that govern their lives outside of work could be the ones that jeopardize the ability to succeed within it is deeply troubling. Moreover, if the construct is true, we are lead to the inevitable conclusion that all who have achieved success in business from a financial standpoint have somehow compromised their moral standards in the process.

In stark contrast to the belief that financial success requires ethical compromise, a popular sentiment has it that good ethics is good business. Behavioral compromises are unnecessary and are the product of short-sightedness. After all, honesty and fairness will only enhance economic well-being. Customers prefer to deal with individuals and organizations with a rock-solid reputation for honesty. Therefore, ethics and self-interest do not clash at all. Sound strategy and prudence require only the short-term sacrifice of gain.


2 For a discussion of the inadequacies of the “jungle” metaphor for business, see Brian Griffiths, The Creation of Wealth: A Christian’s Case for Capitalism (Downers Grove, Ill.: InterVarsity Press, 1984).



The central focus of this chapter is to examine some of the tensions and challenges of bringing Christian ethics to bear on business. Do traditional virtues such as honesty and compassion facilitate the prospect for successful participation in business? Or, conversely, do such characteristics doom a business to fail in the “competitive jungle” of economic affairs?2

In “Is Business Bluffing Ethical?” Albert Z. Carr takes the posture that two sets of morals, one for business and one for private life, is an inescapable reality. Using the game of poker as an analogy to business, Carr argues that practices such as “bluffing” should be judged by business rules and not by “the ethical principles preached in churches.” He concludes that those who try to apply their private morals at the workplace will likely fail to be successful as business people.

Based on qualitative research, authors Amar Bhide and Howard H. Stevenson in their article entitled “Why Be Honest If Honesty Doesn’t Pay?” attempted to find evidence to support the popular notion that good ethics and good business are synonymous. In a somewhat surprising and optimistic conclusion, Bhide and Stevenson find that while the idea that “honesty is the best policy” makes intuitive sense, it is an unsubstantiated claim from a rational, economic standpoint. They point to cases in which breaking one’s word is actually handsomely rewarded or, at the very least, seldom punished. Even so, they argue that the trust necessary for business relationships is alive and well, because for many business people honesty is a matter of conscience and morality rather than strategy.

In “Companies Are Discovering the Value of Ethics,” author Norman Bowie contradicts the view that ethics and profits are inversely related. While he does not make the claim that good ethics always lead to higher profit margins, Bowie provides multiple examples in which ethics have had a positive impact on the bottom line. This is the case, he argues, because attention to ethics can provide firms with a source of competitive advantage.

The case studies in this chapter provide windows through which one can see some of these tensions and challenges illustrated. “Borland’s Brave Beginning” presents a true-to-life scenario in which truth telling and financial success seem to be in conflict. “Keeping Secrets” divides a manager’s loyalty between an organization and a freindship.

READINGS


Is Business Bluffing Ethical?

Albert Z. Carr

Harvard Business Review (January–February 1968). Copyright © 1967.

The ethics of business are not those of society, but rather those of the poker game.




Foreword

“When the law as written gives a man a wide-open chance to make a killing, he’d be a fool not to take advantage of it. If he doesn’t, somebody else will,” remarked a friend of the author. Mr. Carr likens such behavior to the bluffing of the poker player who seizes every opportunity to win, as long as it does not involve outright cheating. “No one thinks any the worse of you on that account,” says the author. “And no one would think any the worse of the game of business because its standards of right and wrong differ from the prevailing traditions of morality in our society.”

Mr. Carr became interested in this subject when he was a member of a New York firm of consultants to large corporations in many fields. The confidences of many stress-ridden executives made him aware of the extent to which tensions can arise from conflicts between an individual’s ethical sense and the realities of business. He was struck also by the similarity of the special ethical attitude shown by many successful and stress-free businessmen in their work to that of good poker players.

Mr. Carr was Assistant to the Chairman of the War Production Board during World War II and later served on the White House staff and as a Special Consultant to President Truman. He is now writing full-time. Among his books is John D. Rockefeller’s Secret Weapon, a study of corporate development. This article is adapted from a chapter in his newest book, Business As a Game, to be published by New American Library in March 1968.

A respected businessman with whom I discussed the theme of this article remarked with some heat, “You mean to say you’re going to encourage men to bluff? Why, bluffing is nothing more than a form of lying! You’re advising them to lie!”

I agreed that the basis of private morality is respect for truth and that the closer a businessman comes to the truth, the more he deserves respect. At the same time, I suggested that most bluffing in business might be regarded simply a game strategy—much like bluffing in poker, which does not reflect on the morality of the bluffer.

I quoted Henry Taylor, the British statesman who pointed out that “falsehood ceases to be falsehood when it is understood on all sides that the truth is not expected to be spoken”—an exact description of bluffing in poker, diplomacy, and business. I cited the analogy of the criminal court, where the criminal is not expected to tell the truth when he pleads “not guilty.” Everyone from the judge down takes it for granted that the job of the defendant’s attorney is to get his client off, not to reveal the truth; and this is considered ethical practice. I mentioned Representative Omar Burleson, the Democrat from Texas, who was quoted as saying, in regard to the ethics of Congress, “Ethics is a barrel of worms”1—a pungent summing up of the problem of deciding who is ethical in politics.

I reminded my friend that millions of businessmen feel constrained every day to say yes to their bosses when they secretly believe no and that this is generally accepted as permissible strategy when the alternative might be the loss of a job. The essential point, I said, is that the ethics of business are game ethics, different from the ethics of religion.

He remained unconvinced. Referring to the company of which he is president, he declared: “Maybe that’s good enough for some businessmen, but I can tell you that we pride ourselves on our ethics. In 30 years not one customer has ever questioned my word or asked to check our figures. We’re loyal to our customers and fair to our suppliers. I regard my handshake on a deal as a contract. I’ve never entered into price-fixing schemes with my competitors. I’ve never allowed my salesmen to spread injurious rumors about other companies. Our union contract is the best in our industry. And, if I do say so myself, our ethical standards are of the highest!”

He really was saying, without realizing it, that he was living up to the ethical standards of the business game—which are a far cry from those of private life. Like a gentlemanly poker player, he did not play in cahoots with others at the table, try to smear their reputations, or hold back chips he owed them.

But this same fine man, at that very time, was allowing one of his products to be advertised in a way that made it sound a great deal better than it actually was. Another item in his product line was notorious among dealers for its “built-in obsolescence.” He was holding back from the market a much-improved product because he did not want it to interfere with sales of the inferior item it would have replaced. He had joined with certain of his competitors in hiring a lobbyist to push a state legislature, by methods that he preferred not to know too much about, into amending a bill then being enacted.

In his view these things had nothing to do with ethics; they were merely normal business practice. He himself undoubtedly avoided outright falsehoods—never lied in so many words. But the entire organization that he ruled was deeply involved in numerous strategies of deception.

Pressure to Deceive

Most executives from time to time are almost compelled, in the interests of their companies or themselves, to practice some form of deception when negotiating with customers, dealers, labor unions, government officials, or even other departments of their companies. By conscious misstatements, concealment of pertinent facts, or exaggeration—in short, by bluffing—they seek to persuade others to agree with them. I think it is fair to say that if the individual executive refuses to bluff from time to time—if he feels obligated to tell the truth, the whole truth, and nothing but the truth—he is ignoring opportunities permitted under the rules and is at a heavy disadvantage in his business dealings.

But here and there a businessman is unable to reconcile himself to the bluff in which he plays a part. His conscience, perhaps spurred by religious idealism, troubles him. He feels guilty; he may develop an ulcer or a nervous tic. Before any executive can make profitable use of the strategy of the bluff, he needs to make sure that in bluffing he will not lose self-respect or become emotionally disturbed. If he is to reconcile personal integrity and high standards of honesty with the practical requirements of business, he must feel that his bluffs are ethically justified. The justification rests on the fact that business, as practiced by individuals as well as by corporations, has the impersonal character of a game—a game that demands both special strategy and an understanding of its special ethics.

The game is played at all levels of corporate life, from the highest to the lowest. At the very instant that a man decides to enter business, he may be forced into a game situation, as is shown by the recent experience of a Cornell honor graduate who applied for a job with a large company:

This applicant was given a psychological test which included the statement, “Of the following magazines, check any that you have read either regularly or from time to time, and double-check those which interest you most. Reader’s Digest, Time, Fortune, Saturday Evening Post, The New Republic, Life, Look, Ramparts, Newsweek, Business Week, U.S. News & World Report, The Nation, Playboy, Esquire, Harper’s Sports Illustrated.”

His tastes in reading were broad, and at one time or another he had read almost all of these magazines. He was a subscriber to The New

Republic, an enthusiast for Ramparts, and an avid student of the pictures in Playboy. He was not sure whether his interest in Playboy would be held against him, but he had a shrewd suspicion that if he confessed to an interest in Ramparts and The New Republic, he would be thought a liberal, a radical, or at least an intellectual, and his chances of getting the job, which he needed, would greatly diminish. He therefore checked some of the more conservative magazines. Apparently it was a sound decision, for he got the job.

He had made a game player’s decision, consistent with business ethics.

A similar case is that of a magazine space salesman who, owing to a merger, suddenly found himself out of a job:

This man was 58, and, in spite of a good record, his chance of getting a job elsewhere in business where youth is favored in hiring practice was not good. He was a vigorous, healthy man, and only a considerable amount of gray to his hair suggested his age. Before beginning this job search he touched up his hair with a black dye to confine the gray to his temples. He knew that the truth about his age might well come out in time, but he calculated that he could deal with that situation when it arose. He and his wife decided that he could easily pass for 45, and he so stated his age on his résumé.

This was a lie; yet within the accepted rules of the business game, no moral culpability attaches to it.

The Poker Analogy

We can learn a good deal about the nature of business by comparing it with poker. While both have a large element of chance, in the long run the winner is the man who plays with steady skill. In both games ultimate victory requires intimate knowledge of the rules, insight into the psychology of the other players, a bold front, a considerable amount of self-discipline, and the ability to respond swiftly and effectively to opportunities provided by chance.

No one expects poker to be played on the ethical principles preached in churches. In poker it is right and proper to bluff a friend out of the rewards of being dealt a good hand. A player feels no more than a slight twinge of sympathy, if that, when—with nothing better than a single ace in his hand—he strips a heavy loser, who holds a pair, of the rest of his chips. It was up to the other fellow to protect himself. In the words of an excellent poker player, former President Harry Truman, “If you can’t stand the heat, stay out of the kitchen.” If one shows mercy to a loser in poker, it is a personal gesture, divorced from the rules of the game.

Poker has its special ethics, and here I am not referring to rules against cheating. The man who keeps an ace up his sleeve or who marks the cards is more than unethical; he is a crook, and can be punished as such—kicked out of the game or, in the Old West, shot.

In contrast to the cheat, the unethical poker player is one who, while abiding by the letter of the rules, finds ways to put the other players at an unfair disadvantage. Perhaps he unnerves them with loud talk. Or he tries to get them drunk. Or he plays in cahoots with someone else at the table. Ethical poker players frown on such tactics.

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

Discard the Golden Rule

This view of business is especially worrisome to people without much business experience. A minister of my acquaintance once protested that business cannot possibly function in our society unless it is based on the Judeo-Christian system of ethics. He told me:


I know some businessmen have supplied call girls to customers, but there are always a few rotten apples in every barrel. That doesn’t mean the rest of the fruit isn’t sound. Surely the vast majority of businessmen are ethical. I myself am acquainted with many who adhere to strict codes of ethics based fundamentally on religious teachings. They contribute to good causes. They participate in community activities. They cooperate with other companies to improve working conditions in their industries. Certainly they are not indifferent to ethics.



That most businessmen are not indifferent to ethics in their private lives, everyone will agree. My point is that in their office lives they cease to be private citizens; they become game players who must be guided by a somewhat different set of ethical standards.

The point was forcefully made to me by a Midwestern executive who has given a good deal of thought to the question:

“So long as a businessman complies with the laws of the land and avoids telling malicious lies, he’s ethical. If the law as written gives a man a wide-open chance to make a killing, he’d be a fool not to take advantage of it. If he doesn’t, somebody else will. There’s no obligation on him to stop and consider who is going to get hurt. If the law says he can do it, that’s all the justification he needs. There’s nothing unethical about that. It’s just plain business sense.”

This executive (call him Robbins) took the stand that even industrial espionage, which is frowned on by some businessmen, ought not to be considered unethical. He recalled a recent meeting of the National Industrial Conference Board where an authority on marketing made a speech in which he deplored the employment of spies by business organizations. More and more companies, he pointed out, find it cheaper to penetrate the secrets of competitors with concealed cameras and microphones or by bribing employees than to set up costly research and design departments of their own. A whole branch of the electronics industry has grown up with this trend, he continued, providing equipment to make industrial espionage easier.

Disturbing? The marketing expert found it so. But when it came to a remedy, he could only appeal to “respect for the golden rule.” Robbins thought this a confession of defeat, believing that the golden rule, for all its value as an ideal for society, is simply not feasible as a guide for business. A good part of the time the businessman is trying to do unto others as he hopes others will not do unto him.2 Robbins continued:

“Espionage of one kind or another has become so common in business that it’s like taking a drink during Prohibition—it’s not considered sinful. And we don’t even have Prohibition where espionage is concerned; the law is very tolerant in this area. There’s no more shame for a business that uses secret agents than there is for a nation. Bear in mind that there already is at least one large corporation—you can buy its stock over the counter—that makes millions by providing counterespionage service to industrial firms. Espionage in business is not an ethical problem; it’s an established technique of business competition.”

“We Don’t Make the Laws”

Wherever we turn in business, we can perceive the sharp distinction between its ethical standards and those of the churches. Newspapers abound with sensational stories growing out of these distinctions:


	We read one day that Senator Philip A. Hart of Michigan has attacked food processors for deceptive packaging of numerous products.3

	The next day there is a Congressional to-do over Ralph Nader’s book, Unsafe at Any Speed, which demonstrates that automobile companies for years have neglected the safety of car-owning families.4

	Then another Senator, Lee Metcalf of Montana, and journalist Vic Reinemer show in their book, Overcharge, the methods by which utility companies elude regulating government bodies to extract unduly large payments from users of electricity.5



These are merely dramatic instances of a prevailing condition; there is hardly a major industry at which a similar attack could not be aimed. Critics of business regard such behavior as unethical, but the companies concerned know that they are merely playing the business game.

Among the most respected of our business institutions are the insurance companies. A group of insurance executives meeting recently in New England was startled when their guest speaker, social critic Daniel Patrick Moynihan, roundly berated them for “unethical” practices. They had been guilty, Moynihan alleged, of using outdated actuarial tables to obtain unfairly high premiums. They habitually delayed the hearings of lawsuits against them in order to tire out the plaintiffs and win cheap settlements. In their employment policies they used ingenious devices to discriminate against certain minority groups.6

It was difficult for the audience to deny the validity of these charges. But these men were business game players. Their reaction to Moynihan’s attack was much the same as that of the automobile manufacturers to Nader, of the utilities to Senator Metcalf, and of the food processors to Senator Hart. If the laws governing their businesses change, or if public opinion becomes clamorous, they will make the necessary adjustments. But morally they have in their view done nothing wrong. As long as they comply with the letter of the law, they are within their rights to operate their businesses as they see fit.

The small business is in the same position as the great corporation in this respect. For example:


	In 1967 a key manufacturer was accused of providing master keys for automobiles to mail-order customers, although it was obvious that some of the purchasers might be automobile thieves. His defense was plain and straightforward. If there was nothing in the law to prevent him from selling his keys to anyone who ordered them, it was not up to him to inquire as to his customers’ motives. Why was it any worse, he insisted, for him to sell car keys by mail, than for mail-order houses to sell guns that might be used for murder? Until the law was changed, the key manufacturer could regard himself as being just as ethical as any other businessman by the rules of the business game.7



Violations of the ethical ideals of society are common in business, but they are not necessarily violations of business principles. Each year the Federal Trade Commission orders hundreds of companies, many of them of the first magnitude, to “cease and desist” from practices which, judged by ordinary standards, are of questionable morality but which are stoutly defended by the companies concerned.

In one case, a firm manufacturing a well-known mouthwash was accused of using a cheap form of alcohol possibly deleterious to health. The company’s chief executive, after testifying in Washington, made this comment privately:

“We broke no law. We’re in a highly competitive industry. If we’re going to stay in business, we have to look for profit wherever the law permits. We don’t make the laws. We obey them. Then why do we have to put up with this ‘holier than thou’ talk about ethics? It’s sheer hypocrisy. We’re not in business to promote ethics. Look at the cigarette companies, for God’s sake! If the ethics aren’t embodied in the laws by the men who made them, you can’t expect businessmen to fill the lack. Why, a sudden submission to Christian ethics by businessmen would bring about the greatest economic upheaval in history.”

It may be noted that the government failed to prove its case against him.

Cast Illusions Aside

Talk about ethics by businessmen is often a thin decorative coating over the hard realities of the game:

Once I listened to a speech by a young executive who pointed to a new industry code as proof that his company and its competitors were deeply aware of their responsibilities to society. It was a code of ethics, he said. The industry was going to police itself, to dissuade constituent companies from wrongdoing. His eyes shone with conviction and enthusiasm.

The same day there was a meeting in a hotel room where the industry’s top executives met with the “czar” who was to administer the new code, a man of high repute. No one who was present could doubt their common attitude. In their eyes the code was designed primarily to forestall a move by the federal government to impose stern restrictions on the industry. They felt that the code would hamper them a good deal less than new federal laws would. It was, in other words, conceived as a protection for the industry, not for the public.

The young executive accepted the surface explanation of the code; these leaders, all experienced game players, did not deceive themselves for a moment about its purpose.

The illusion that business can afford to be guided by ethics as conceived in private life is often fostered by speeches and articles containing such phrases as, “It pays to be ethical,” or, “Sound ethics is good business.” Actually this is not an ethical position at all; it is a self-serving calculation in disguise. The speaker is really saying that in the long run a company can make more money if it does not antagonize competitors, suppliers, employees, and customers by squeezing them too hard. He is saying that over-sharp policies reduce ultimate gains. That is true, but it has nothing to do with ethics. The underlying attitude is much like that in the familiar story of the shopkeeper who finds an extra $20 bill in the cash register, debates with himself the ethical problem—should he tell his partner?—and finally decides to share the money because the gesture will give him an edge over the s.o.b. the next time they quarrel.

I think it is fair to sum up the prevailing attitude of businessmen on ethics as follows:

We live in what is probably the most competitive of the world’s civilized societies. Our customs encourage a high degree of aggression as the individual’s striving for success. Business is our main area of competition, and it has been ritualized into a game of strategy. The basic rules of the game have been set by the government, which attempts to detect and punish business frauds. But as long as a company does not transgress the rules of the game set by law, it has the legal right to shape its strategy without reference to anything but its profits. If it sets a long-term view of its profits, it will preserve amicable relations, so far as possible, with those with whom it deals. A wise businessman will not seek advantage to the point where he generates dangerous hostility among employees, competitors, customers, government, or the public at large. But decisions in this area are, in the final test, decisions of strategy, not of ethics.

The Individual and the Game

An individual within a company often finds it difficult to adjust to the requirements of the business game. He tries to preserve his private ethical standards in situations that call for time strategy. When he is obliged to carry out company policies that challenge his conception of himself as an ethical man, he suffers.

It disturbs him when he is ordered, for instance, to deny a raise to a man who deserves it, or fire an employee of long standing, to prepare advertising that he believes to be misleading, or conceal facts that he feels customers are entitled to know, to cheapen the quality of materials used in the manufacture of an established product, to sell as new a product that he knows to be rebuilt, to exaggerate the curative powers of a medicinal preparation, or to coerce dealers. There are some fortunate executives who, by the nature of their work and circumstances, never have to face problems of this kind. But in one form or another the ethical dilemma is felt sooner or later by most businessmen. Possibly the dilemma is most painful not when the company forces the action on the executive but when he originates it himself—that is, when he has taken or is contemplating a step which is of his own interest but which runs counter to his early moral conditioning. To illustrate:


	The manager of an export department, eager to show rising sales, is pressed by a big customer to provide invoices which, while containing no overt falsehood that would violate a U.S. law, are so worded that the customer may be able to evade certain taxes in his homeland.

	A company president finds that an aging executive, within a few years of retirement and his pension, is not as productive as formerly. Should he be kept on?

	The produce manager of a supermarket debates with himself whether to get rid of a lot of half-rotten tomatoes by including one, with its good side exposed, in every tomato six-pack.

	An accountant discovers that he has taken an improper deduction on his company’s tax return and fears the consequences if he calls the matter to the president’s attention, though he himself has done nothing illegal. Perhaps if he says nothing, no one will notice the error.

	A chief executive officer is asked by his directors to comment on a rumor that he owns stock in another company with which he has placed large orders. He could deny it, for the stock is in the name of his son-in-law and he has earlier formally instructed his son-in-law to sell the holding.



Temptations of this kind constantly arise in business. If an executive allows himself to be torn between a decision based on business considerations and one based on his private ethical code, he exposes himself to a grave psychological strain.

This is not to say that sound business strategy necessarily runs counter to ethical ideals. They may frequently coincide; and when they do, everyone is gratified. But the major tests of every move in business, as in all games of strategy, are legality and profit. A man who intends to be a winner in the business game must have a game player’s attitude.

The business strategist’s decisions must be as impersonal as those of a surgeon performing an operation—concentrating on objective and technique, and subordinating personal feelings. If the chief executive admits that his son-in-law owns the stock, it is because he stands to lose more if the fact comes out later than if he states it boldly and at once. If the supermarket manager orders the rotten tomatoes to be discarded, he does so to avoid an increase in consumer complaints and a loss of goodwill. The company president decides not to fire the elderly executive in the belief that the negative reaction of other employees would in the long run cost the company more than it would lose in keeping him and paying his pension.

All sensible businessmen prefer to be truthful, but they seldom feel inclined to tell the whole truth. In the business game truth-telling usually has to be kept within narrow limits if trouble is to be avoided. The point was neatly made a long time ago (in 1888) by one of John D. Rockefeller’s associates, Paul Babcock, to Standard Oil Company executives who were about to testify before a government investigating committee: “Parry every question with answers which, while perfectly truthful, are evasive of bottom facts.”8 This was, is, and probably always will be regarded as wise and permissible business strategy.

For Office Use Only

An executive’s family life can easily be dislocated if he fails to make a sharp distinction between the ethical systems of the home and the office—or if his wife does not grasp that distinction. Many a businessman who has remarked to his wife, “I had to let Jones go today” or “I had to admit to the boss that Jim has been goofing off lately,” has been met with an indignant protest. “How could you do a thing like that? You know Jones is over 50 and will have a lot of trouble getting another job.” Or, “You did that to Jim? With his wife ill and all the worry she’s been having with the kids?”

If the executive insists that he had no choice because the profits of the company and his own security were involved, he may see a certain cool and ominous reappraisal in his wife’s eyes. Many wives are not prepared to accept the fact that business operates with a special code of ethics. An illuminating illustration of this comes from a Southern sales executive who related a conversation he had had with his wife at a time when a hotly contested political campaign was being waged in their state:

“I made the mistake of telling her that I had had lunch with Colby, who gives me about half my business. Colby mentioned that his company had a stake in the election. Then he said, ‘By the way, I’m treasurer of the citizens’ committee for Lang. I’m collecting contributions. Can I count on you for a hundred dollars?’

“Well, there I was. I was opposed to Lang, but I knew Colby. If he withdrew his business I could be in a bad spot. So I just smiled and wrote out a check then and there. He thanks me, and we started to talk about this next order. Maybe he thought I shared his political views. If so, I wasn’t going to lose any sleep over it.

“I should have had sense enough not to tell Mary about it. She hit the ceiling. She said she was disappointed in me. She said I hadn’t acted like a man, that I should have stood up to Colby.

“I said, ‘Look, it was an either-or situation. I had to do it or risk losing the business.

“She came back at me with, ‘I don’t believe it. You could have been honest with him. You could have said that you didn’t feel you ought to contribute to a campaign for a man you weren’t going to vote for. I’m sure he would have understood.’

“I said, ‘Mary, you’re a wonderful woman but you’re way off the track. Do you know what would have happened if I had said that? Colby would have smiled and said, “Oh, I didn’t realize. Forget it.” But in his eyes from that moment I would be an oddball, maybe a bit of a radical. He would have listened to me talk about his order and would have promised to give it consideration. After that I wouldn’t hear from him for a week. Then I would telephone and learn from his secretary that he wasn’t yet ready to place the order. And in about a month I would hear through the grapevine that he was giving his business to another company. A month after that I’d be out of a job.’

“She was silent for a while. Then she said, ‘Tom, something is wrong with business when a man is forced to choose between his family’s security and his moral obligation to himself. It’s easy for me to say you should have stood up to him—but if you had, you might have felt you were betraying me and the kids. I’m sorry that you did it, Tom, but I can’t blame you. Something is wrong with business!”

This wife saw the problem in terms of man’s obligation as conceived in private life; her husband saw it as a matter of game strategy. As a player in a weak position, he felt that he could not afford to indulge an ethical sentiment that might have cost him his seat at the table.

Playing to Win

Some men might challenge the Colbys of business—might accept serious setbacks to their business careers rather than risk a feeling of moral cowardice. They merit our respect—but as private individuals, not businessmen. When the skillful player of the business game is compelled to submit to unfair pressure, he does not investigate himself for moral weakness. Instead, he strives to put himself into a strong position where he can defend himself against such pressures in the future without loss.

If a man plans to take a seat in the business game, he owes it to himself to master the principles by which the game is played, including a special ethical outlook. He can then hardly fail to recognize that an occasional bluff may well be justified in terms of the game’s ethics and warranted in terms of economic necessity. Once he clears his mind on this point, he is in a good position to match his strategy against that of the other players. He can then determine objectively whether a bluff in a given situation has a good chance of succeeding and can decide when and how to bluff, without a feeling of ethical transgression.

To be a winner, a man must play to win. This does not mean that he must be ruthless, cruel, harsh, or treacherous. On the contrary, the better his reputation for integrity, honesty, and decency, the better his chances of victory will be in the long run. But from time to time every businessman, like every poker player, is offered a choice between certain loss or bluffing within the legal rules of the game. If he is not resigned to losing, if he wants to rise in his company and industry, then in such a crisis he will bluff—and bluff hard.

Every now and then one meets a successful businessman who has conveniently forgotten the small or large deceptions that he practiced on his way to fortune. “God gave me my money,” old John D. Rockefeller once piously told a Sunday school class. It would be a rare tycoon in our time who would risk the horse laugh with which such a remark would be greeted.

In the last third of the twentieth century even children are aware that if a man has become prosperous in business, he has sometimes departed from the strict truth in order to overcome obstacles or has practiced the more subtle deceptions of the half-truth or the misleading omission. Whatever the form of the bluff, it is an integral part of the game, and the executive who does not master its techniques is not likely to accumulate much money or power.
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Questions for Discussion:

1. Do you agree with the executive’s statement that “a sudden submission to Christian ethics would produce the greatest economic upheaval in history”? What do you think he means by that statement?

2. How do you evaluate Carr’s analogy of business to a poker game, with its own distinct set of rules?




Why Be Honest If Honesty Doesn’t Pay?

Amar Bhide and Howard H. Stevenson

Harvard Business Review (September-October 1990): 121–29. Copyright © 1990.

Business men and women keep their word because they want to, not because honesty pays.



We bet on the rational case for trust. Economists, ethicists, and business sages had persuaded us that honesty is the best policy, but their evidence seemed weak. Through extensive interviews we hoped to find data that would support their theories and thus, perhaps, encourage higher standards of business behavior.

To our surprise, our pet theories failed to stand up. Treachery, we found, can pay. There is no compelling economic reason to tell the truth or keep one’s word—punishment for the treacherous in the real world is neither swift nor sure.

Honesty is, in fact, primarily a moral choice. Businesspeople do tell themselves that, in the long run, they will do well by doing good. But there is little factual or logical basis for this conviction. Without values, without a basic preference for right over wrong, trust based on such self-delusion would crumble in the face of temptation.

Most of us choose virtue because we want to believe in ourselves and have others respect and believe in us. When push comes to shove, hard-headed business-folk usually ignore (or fudge) their dollars-and-cents calculations in order to keep their word.

And for this, we should be happy. We can be proud of a system in which people are honest because they want to be, not because they have to be. Materially, too, trust based on morality provides great advantages. It allows us to join in great and exciting enterprises that we could never undertake if we relied on economic incentives alone.

Economists and game theorists tell us that trust is enforced in the marketplace through retaliation and reputation. If you violate a trust, your victim is apt to seek revenge and others are likely to stop doing business with you, at least under favorable terms. A man or woman with a reputation for fair dealing will prosper. Therefore, profit maximizers are honest.

This sounds plausible enough until you look for concrete examples. Cases that apparently demonstrate the awful consequences of abusing trust turn out to be few and weak, while evidence that treachery can pay seems compelling.

The moralists’ standard tale recounts how E. F. Hutton was brought down by its check-kiting fraud.1 Hutton, once the second largest broker in the nation, never recovered from the blow to its reputation and finances and was forced to sell out to Shearson.

Exxon’s Valdez disaster is another celebrated example. Exxon and seven other oil companies persuaded the town of Valdez to accept a tanker terminal by claiming that a major spill was “highly unlikely.” Their 1,800-page contingency plan ensured that any spill would be controlled within hours. In fact, when Exxon’s supertanker spewed forth over 240,000 barrels of oil, the equipment promised in the cleanup plan was not available. The cost? According to recent (and still rising) estimates, Exxon’s costs could exceed $2 billion, and the industry faces severe restrictions on its operations in Alaska.

But what do these fables prove? Check-kiting was only one manifestation of the widespread mismanagement that plagued Hutton and ultimately caused its demise. Incompetently run companies going under is not news. Exxon’s under-prepared-ness was expensive, but many decisions turn out badly. Considering the low probability of a spill, was skimping on the promised cleanup equipment really a bad business decision at the time it was taken?

More damaging to the moralists’ position is the wealth of evidence against trust. Compared with the few ambiguous tales of treachery punished, we can find numerous stories in which deceit was unquestionably rewarded.

Philippe Kahn, in an interview with Inc. magazine, described with apparent relish how his company, Borland International, got its start by deceiving an ad salesman for BYTE magazine.


Inc.: The story goes that Borland was launched by a single ad, without which he wouldn’t be sitting here talking about the company. How much of that is apocryphal?

Kahn: It’s true: one full-page ad in the November 1983 issue of BYTE magazine got the company running. If it had failed, I would have had nowhere else to go.

Inc.: If you were so broke, how did you pay for the ad?

Kahn: Let’s put it that we convinced the salesman to give us terms. We wanted to appear only in BYTE—not any of the other microcomputer magazines—because BYTE is for programmers, and that’s who we wanted to reach. But we couldn’t afford it. We figured the only way was somehow to convince them to extend us credit terms.

Inc.: And they did?

Kahn: Well, they didn’t offer. What we did was, before the ad salesman came in—we existed in two small rooms, but I had hired extra people so we would look like a busy, venture-packed company—we prepared a chart with what we pretended was our media plan for the computer magazines. On the chart we had BYTE crossed out. When the salesman arrived, we made sure the phones were ringing and the extras were scurrying around. Here was this chart he thought he wasn’t supposed to see, so I pushed it out of the way. He said, “Hold on, can we get you in BYTE?”

I said, “We don’t really want to be in your book, it’s not the right audience for us.” “You’ve got to try,” he pleaded. I said, “Frankly, our media plan is done, and we can’t afford it.” So he offered good terms, if only we’d let him run it just once. We expected we’d sell maybe $20,000 worth of software and at least pay for the ad. We sold $150,000 worth. Looking back now, it’s a funny story; then it was a big risk.2



Further evidence comes from professional sports. In our study, one respondent cited the case of Rick Pitino, who had recently announced his decision to leave as coach of the New York Knicks basketball team with over three years left on his contract. Pitino left, the respondent wrote, “to coach the University of Kentucky (a school of higher learning, that like many others, is a party in breaking contracts).” Pitino was quoted in the New York Times the week before as saying that he never broke a contract. But he’s 32 years old and has had five jobs. What he neglected to say is that he’s never completed a contract. The schools always let him run out, as they don’t want an unhappy coach.

“The same thing is done by professional athletes every year. They sign a long-term contract and after one good year, they threaten to quit unless the contract’s renegotiated. The stupidity of it all is that they get their way.”

Compared with the ambiguity of the Hutton and Exxon cases, the clear causality in the Kahn and Pitino cases is striking. Deceiving the BYTE salesman was crucial to Kahn’s success. Without subterfuge, Borland International would almost certainly have folded. And there is a hard dollar number (with lots of zeros in it) that professional athletes and coaches gain when they shed a contract.

What of the long term? Does treachery eventually get punished? Nothing in the record suggests it does. Many of today’s blue chip companies were put together at the turn of the century under circumstances approaching securities fraud. The robber barons who promoted them enjoyed great material rewards at the time—and their fortunes survived several generations. The Industrial Revolution did not make entirely obsolete Machiavelli’s observation, “Men seldom rise from low condition to high rank without employing either force or fraud.”3

Power can be an effective substitute for trust. In theory, Kahn and Coach Pitino should suffer the consequences of their deceits and incomplete contracts: scorned by its victims and a just society, Borland shouldn’t be able to blow a whistle. But they continue to prosper. Why do reputation and retaliation fail as mechanisms for enforcing trust?

Power—the ability to do others great harm or great good—can induce widespread amnesia, it appears. Borland International’s large ad budget commands due respect. Its early deceit is remembered, if at all, as an amusing prank. Pitino’s record for winning basketball games wipes out his record for abandoning teams in midstream.

Prestigious New York department stores, several of our respondents told us, cavalierly break promises to suppliers:

“You send the department store an invoice for $55,000 and they send you $38,000. If you question it they say, ‘Here is an $11,000 penalty for being two days late; here is the transportation tax and a dockage fee…. You didn’t follow our shipping instructions, Clause 42, Section 3C. You used the wrong carrier.’ And half the time they call the order in and send the 600-page confirming document later, and they say you didn’t follow our order.”

“Department stores are horrible! Financial types have taken control, the merchants are out. The guy who keeps beating you down goes to his boss at the end of the year and says ‘Look at the kind of rebates I got on freight reduction—$482,000. I delayed payments an average of 22 days from my predecessor at this kind of amount, and this is what I saved.’ “

Nevertheless, suppliers still court their tormentors’ orders.

“Don’t tell me that department stores will go out of business because they treat their suppliers like that! I don’t believe that at all. They have too much power—they screw one guy, and guys are waiting in line to take a shot at them again.”

Heroic resistance to an oppressive power is the province of the students at Tiananmen Square, not the business-folk in the capitalist societies the students risk their lives to emulate. Businesspeople do not stand on principle when it comes to dealing with abusers of power and trust. You have to adjust, we were told. If we dealt only with customers who share our ethical values, we would be out of business.

A real estate developer we interviewed was blunt:


People are really whores. They will do business with someone they know they can’t trust if it suits their convenience. They may tell their lawyers: “Be careful, he’s dishonest; he’s not reliable and he will try to get out of the contract if something happens.” But those two do business with each other…. I’ve done transactions with people knowing that they were horrible and knowing that I’d never talk to them. But the deal was so good, I just accepted it, did the best I could, and had the lawyers make triply sure that everything was covered.



Sometimes the powerful leave others no choice. The auto parts supplier has to play ball with the Big Three, no matter how badly he or she has been treated in the past or expects to be treated in the future. Suppliers of fashion goods believe they absolutely have to take a chance on abusive department stores. Power here totally replaces trust.

Usually, though, power isn’t quite that absolute, and some degree of trust is a necessary ingredient in business relationships. Pitino has demonstrated remarkable abilities in turning around basketball programs, but he isn’t the only coach available for hire. Borland International’s business is nice to have, but it can’t make or break a computer magazine. Nevertheless, even those with limited power can live down a poor record of trustworthiness. Cognitive inertia—the tendency to search for data that confirm one’s beliefs and to avoid facts that might refute them—is one reason why.

To illustrate, consider the angry letters the mail fraud unit of the U.S. Post Office gets every year from the victims of the fake charities it exposes. Apparently donors are annoyed that they can’t keep sending contributions to a cause they believed in. They want to avoid information that says they have trusted a fraud.

When the expected reward is substantial and avoidance becomes really strong, reference checking goes out the window. In the eyes of people blinded by greed, the most tarnished reputations shine brightly.

Many a commodity broker’s yacht has been financed by cleaning out one customer after another. Each new doctor or dentist who is promised the moon is unaware of and uninterested in his or her predecessor’s fate. Such investors want to believe in the fabulous returns the broker has promised. They don’t want references or other reality checks that would disturb the dreams they have built on sand. Thus can the retail commodity brokerage business flourish, even though knowledgeable sources maintain that it wipes out the capital of 70% of its customers every year.

The search for data that confirm wishful thinking is not restricted to naive medical practitioners dabbling in pork bellies. The Wall Street Journal recently detailed how a 32-year-old conglomerateur perpetrated a gigantic fraud on sophisticated financial institutions such as Citibank, the Bank of New England, and a host of Wall Street firms. A Salomon Brothers team that conducted due diligence on the wunderkind pronounced him highly moral and ethical. A few months later—

Even with a fully disclosed public record of bad faith, hard-nosed businesspeople will still try to find reasons to trust. Like the proverbial “other woman,” they’ll reason, “It’s not his fault.” And so it comes to pass that Oscar Wyatt’s Coastal Corporation can walk away from its gas-supply contracts;4 then, with the consequent lawsuits not yet settled, issue billions of dollars of junk bonds. Lured by high yields, junk bond investors choose to believe that their relationship will be different: Wyatt had to break his contracts when energy prices rose; and a junk bond is so much more, well, binding than a mere supply contract.

Similarly, we can imagine, every new Pitino employer believes the last has done Pitino wrong. Their relationship will last forever.

Ambiguity and complexity can also take the edge off reputational enforcement. When we trust others to keep their word, we simultaneously rely on their integrity, native ability, and favorable external circumstances. So when a trust appears to be breached, there can be so much ambiguity that even the aggrieved parties cannot apprehend what happened. Was the breach due to bad faith, incompetence, or circumstances that made it impossible to perform as promised? No one knows. Yet without such knowledge, we cannot determine in what respect someone has proved untrustworthy: basic integrity, susceptibility to temptation, or realism in making promises.

The following example, in which we hear the buyer of a company who was taken in by the seller’s representations, is instructive:

“The seller said: ‘We have a technology that is going to be here for a long time. We own the market.’ We liked this guy so much, it was funny. He’s in the local area, he knew my father. He’s a great guy to talk to, with all sorts of stories.

“He managed to fool us, our banks, and a mezzanine lender, and he ended up doing quite well on the deal. Then the company went on the skids. The funny thing is, afterwards he bought the business back from us, put a substantial amount of his own capital in, and still has not turned it around. I’m just not sure what was going on.

“I guess he believed his own story and believed it so much that he bought the business back. He was independently wealthy from another sale anyway, and I think he wanted to prove that he was a great businessman and that we just screwed the business up. If he was a charlatan, why would he have cared?”

Where even victims have difficulty assessing whether and to what extent someone has broken a trust, it is not surprising that it can be practically impossible for a third party to judge.

That difficulty is compounded by the ambiguity of communication. Aggrieved parties may underplay or hide past unpleasantness out of embarrassment or fear of lawsuits. Or they may exaggerate others’ villainies and their own blamelessness. So unless the victims themselves can be trusted to be utterly honest and objective, judgments based on their experiences become unreliable and the accuracy of the alleged transgressor’s reputation unknowable.

A final factor protecting the treacherous from their reputations is that it usually pays to take people at face value. Businesspeople learn over time that “innocent until proven guilty” is a good working rule and that it is really not worth getting hung up about other people’s pasts.

Assuming that others are trustworthy, at least in their initial intentions, is a sensible policy. The average borrower does not plan million-dollar scams, most coaches do try to complete their contracts, and most buyers don’t “forget” about their suppliers’ bills or make up reasons for imposing penalties.

Even our cynical real estate developer told us:

“By and large, most people are intrinsically honest. It’s just the tails, the ends of the bell-shaped curve, that are dishonest in any industry, in any area. So it’s just a question of tolerating them.”

Another respondent concurred:

“I tend to take people at face value until proven otherwise, and more often than not, that works. It doesn’t work with a blackguard and a scoundrel, but how many total blackguards and scoundrels are there?”

Mistrust can be a self-fulfilling prophecy. People aren’t exclusively saints or sinners; few adhere to an absolute moral code. Most respond to circumstances, and their integrity and trustworthiness can depend as much on how they are treated as on their basic character. Initiating a relationship assuming that the other party is going to try to get you may induce him or her to do exactly that.

Overlooking past lapses can make good business sense too. People and companies do change. It is more than likely that once Borland International got off the ground, Kahn never pulled a fast one on an ad salesman again. Today’s model citizen may be yesterday’s sharp trader or robber baron.

Trust breakers are not only unhindered by bad reputations, they are also usually spared retaliation by parties they injure. Many of the same factors apply. Power, for example: attacking a more powerful transgressor is considered foolhardy.

“It depends on the scale of the pecking order,” we were told. “If you are a seller and your customer breaks promises, by and large you don’t retaliate. And if you are an employee and your employer breaks promises, you usually don’t retaliate either.”

Where power doesn’t protect against retaliation, convenience and cognitive inertia often do. Getting even can be expensive; even thinking about broken trusts can be debilitating. “Forget and move on” seems to be the motto of the business world.

Businesspeople consider retaliation a wasteful distraction because they have a lot of projects in hand and constantly expect to find new opportunities to pursue. The loss suffered through any individual breach of trust is therefore relatively small, and revenge is regarded as a distraction from other, more promising activities.

Retaliation is a luxury you can’t afford, respondents told us.

“You can’t get obsessed with getting even. It will take away from everything else. You will take it out on the kids at home, and you will take it out on your wife. You will do lousy business.”

“It’s a realization that comes with age: retaliation is a double loss. First you lose your money; now you’re losing time.”

“Bite me once, it is your fault; bite me twice, my fault…. But bite me twice, and I won’t have anything to do with you, and I’m not going to bite back because I have better things to do with my life. I’m not going to litigate just for the pleasure of getting even with you.”

Only those who have their best years behind them and see their life’s work threatened actively seek to retaliate. In general, our interviews suggested, businesspeople would rather switch than fight. An employee caught cheating on expenses is quietly let go. Customers who are always cutting corners on payments are, if practicable, dropped. No fuss, no muss.

Our interviewees also seemed remarkably willing to forget injuries and to repair broken relationships. A supplier is dropped, an employee or sales rep is let go. Then months or years later the parties try again, invoking some real or imaginary change of circumstances or heart. “The employee was under great personal strain.” “The company’s salesman exceeded his brief.” “The company is under new management.” Convenience and cognitive inertia seem to foster many second chances.

What about the supposed benefits of retaliation? Game theorists argue that retaliation sends a signal that you are not to be toyed with. This signal, we believe, has some value when harm is suffered outside a trusting relationship: in cases of patent infringement or software piracy, for example. But when a close trusting relationship exists, as it does, say, with an employee, the inevitable ambiguity about who was at fault often distorts the signal retaliation sends. Without convincing proof of one-sided fault, the retaliator may get a reputation for vindictiveness and scare even honorable men and women away from establishing close relationships.

Even the cathartic satisfaction of getting even seems limited. Avenging lost honor is passé, at least in business dealings. Unlike Shakespeare’s Venetian merchant, the modern businessperson isn’t interested in exacting revenge for its own sake and, in fact, considers thirsting for retribution unprofessional and irresponsible.

“There is such a complete identification in my mind between my company’s best interests and what I want to do that I am not going to permit anything official out of spite. If I can’t rationalize [retaliation] and run it through my computer brain, it will be relegated to my diary and won’t be a company action.”

We would be guilty of gross exaggeration if we claimed that honesty has no value or that treachery is never punished. Trustworthy behavior does provide protection against the loss of power and against invisible sniping. But these protections are intangible, and their dollars-and-cents value does not make a compelling case for trustworthiness.

A good track record can protect against the loss of power. What if you stop being a winning coach or your software doesn’t sell anymore? Long-suppressed memories of past abuses may then come to the fore, past victims may gang up to get you.

A deal maker cited the fate of an investment bank that was once the only source of financing for certain kinds of transactions.

“They always had a reputation for being people who would outline the terms of the deal and then change them when it got down to the closing. The industry knew that this is what you had to expect; our people had no choice. Now that the bank has run into legal problems and there are other sources of funds, people are flocking elsewhere. At the first opportunity to desert, people did—and with a certain amount of glee. They are getting no goodwill benefit from their client base because when they were holding all the cards they screwed everybody.”

Another entrepreneur ascribed his longevity to his reputation for trustworthiness:

“The most important reason for our success is the quality of my [product] line. But we wouldn’t have survived without my integrity because our lines weren’t always very successful. There are parabola curves in all businesses, and people still supported me, even though we had a low, because they believed in me.”

Trustworthiness may also provide immediate protection against invisible sniping. When the abuse of power banishes trust, the victims often try to get their own back in ways that are not visible to the abuser: “I’m not in business just to make a profit. If a client tries to jerk me around, I mark up my fees.” “The way to get even with a large company is to sell more to them.”

On occasion, sniping can threaten the power it rebels against. The highhandedness of department stores, for example, has created a new class of competitors, the deep discounter of designer apparel.

“Ordinarily, manufacturers don’t like to sell their goods at throwaway prices to people like us,” says one such discounter. “But our business has thrived because the department stores have been systematically screwing their suppliers, especially after all those leveraged buyouts. At the same time, the manufacturers have learned that we treat them right. We scrupulously keep our promises. We pay when we say we’ll pay. If they ask us not to advertise a certain item in a certain area, we don’t. If they make an honest mistake in a shipment, we won’t penalize them.

“The department stores have tried to start subsidiaries to compete with us, but they don’t understand the discount business. Anyone can set up an outlet. What really matters is the trust of the suppliers.”

Neither of these benefits can be factored easily into a rational business analysis of whether to lie or keep a promise. Sniping is invisible; the sniper will only take shots that you cannot measure or see. How could you possibly quantify the financial repercussions when suppliers you have abused refuse your telephone orders or ship hot items to your competitors first?

Assessing the value of protection against the loss of power is even more incalculable. It is almost as difficult to anticipate the nature of divine retribution as it is to assess the possibility that at some unknown time in the future your fortunes may turn, whereupon others may seek to cause you some unspecified harm. With all these unknowns and unknowables, surely the murky future costs don’t stand a chance against the certain and immediate financial benefits from breaking an inconvenient promise. The net present values, at any reasonable discount rate, must work against honoring obligations.

Given all this, we might expect breaches of trust to be rampant. In fact, although most businesspeople are not so principled as to boycott powerful trust breakers, they do try to keep their own word most of the time. Even allowing for convenient forgetfulness, we cannot help being swayed by comments like this:

“I’ve been in this business for 40 years. I’ve sold two companies; I’ve gone public myself and have done all kinds of dealings, so I’m not a babe in the woods, OK? But I can’t think of one situation where people took advantage of me. I think that when I was young and naive about many things, I may have been underpaid for what my work was, but that was a learning experience.”

One reason treachery doesn’t swamp us is that people rationalize constancy by exaggerating its economic value.

“Costs have been going up, and it will cost me a million dollars to complete this job. But if I don’t, my name will be mud and no one will do business with me again.”

“If I sell this chemical at an extortionate price when there is a shortage, I will make a killing. But if I charge my customers the list price, they will do the right thing by me when there is a glut.”

Just as those who trust find reasons for the risks they want to run, those who are called on to keep a difficult promise cast around for justification even when the hard numbers point the other way. Trustworthiness has attained the status of “strategic focus” and “sustainable competitive advantage” in business folklore—a plausible (if undocumented) touchstone of long-term economic value.

But why has it taken root? Why do business men and women want to believe that trustworthiness pays, disregarding considerable evidence to the contrary? The answer lies firmly in the realm of social and moral behavior, not in finance.

The businesspeople we interviewed set great store on the regard of their family, friends, and the community at large. They valued their reputations, not for some nebulous financial gain but because they took pride in their good names. Even more important, since outsiders cannot easily judge trustworthiness, businesspeople seem guided by their inner voices, by their consciences. When we cited examples to our interviewees in which treachery had apparently paid, we heard responses like:

“It doesn’t matter how much money they made. Right is right and wrong is wrong.”

“Is that important? They may be rich in dollars and very poor in their own sense of values and what life is about. I cannot judge anybody by the dollars; I judge them by their deeds and how they react.”

“I can only really speak for myself, and to me, my word is the most important thing in my life and my credibility as an individual is paramount. All the other success we have had is secondary.”

The importance of moral and social motives in business cannot be overemphasized. A selective memory, a careful screening of the facts may help sustain the fiction of profitable virtue, but the fundamental basis of trust is moral. We keep promises because we believe it is right to do so, not because it is good business. Cynics may dismiss the sentiments we heard as posturing, and it is true that performance often falls short of aspiration. But we can find no other way than conscience to explain why trust is the basis for so many relationships.

At first, these findings distressed us. A world in which treachery pays because the average businessperson won’t fight abusive power and tolerates dishonesty? Surely that wasn’t right or efficient, and the system needed to be fixed! On further reflection, however, we concluded that this system was fine, both from a moral and a material point of view.

The moral advantages are simple. Concepts of trust and, more broadly, of virtue would be empty if bad faith and wickedness were not financially rewarding. If wealth naturally followed straight dealing, we would only need to speak about conflicts between the long term and the short, stupidity and wisdom, high discount rates and low. We would worry only about others’ good sense, not about their integrity. It is the very absence of predictable financial reward that makes honesty a moral quality we hold dear.

Trust based on morality rather than self-interest also provides a great economic benefit. Consider the alternative, where trust is maintained by fear.

A world in which the untrustworthy face uncertain retribution is a small world where everyone knows (and keeps a close eye on!) everyone else. A village, really, deeply suspicious not only of commodities brokers but also of all strangers, immigrants, and innovators.

No shades or ambiguities exist here. The inhabitants trust each other only in transactions in which responsibilities are fully specified—”deliver the diamonds to Point A, bring back cash”—and breaches of trust are clear. They do not take chances on schemes that might fail through the tangled strands of bad faith, incompetence, over-optimism, or plain bad luck.

A dark pessimism pervades this world. Opportunities look scarce and setbacks final. “You can’t afford to be taken in even once” is the operating principle. “So when in doubt, don’t.”

In this world, there are no second chances either. A convicted felon like Thomas Watson, Sr. would never be permitted to create an IBM. A Federal Express would never again be extended credit after an early default on its loan agreements. The rules are clear: an eye for an eye and a tooth for a tooth. Kill or be killed.

Little, closed, tit-for-tat worlds do exist. Trust is self-reinforcing because punishment for broken promises is swift—in price-fixing rings, loan-sharking operations, legislative log rolling, and the mutually assured destruction of nuclear deterrence. Exceed your quota and suffer a price war. Don’t pay on time and your arm gets broken. Block my pork barrel project and I’ll kill yours. Attack our cities and we’ll obliterate yours.

At best such a world is stable and predictable. Contracts are honored and a man’s word really does become his bond. In outcome, if not intent, moral standards are high, since no one enters into relationships of convenience with the untrustworthy. On the other hand, such a world resists all change, new ideas, and innovations. It is utterly inimical to entrepreneurship.

Fortunately, the larger world in which we live is less rigid. It is populated with trusting optimists who readily do business with strangers and innovators. A 26-year-old Steve Jobs with no track record to speak of or a 52-year-old Ray Kroc with nearly ten failures behind him can get support to start an Apple or a McDonald’s. People are allowed to move from Maine to Montana or from plastics to baked goods without a lot of whys and wherefores.

Projects that require the integrity and ability of a large team and are subject to many market and technological risks can nonetheless attract enthusiastic support. Optimists focus more on the pot of gold at the end of the rainbow than on their ability to find and punish the guilty in case a failure occurs.

Our tolerance for broken promises encourages risk taking. Absent the fear of debtors’ prison and the stigma of bankruptcy, entrepreneurs readily borrow the funds they need to grow.

Tolerance also allows resources to move out of enterprises that have outlived their functions. When the buggy whip manufacturer is forced out of business, we understand that some promises will have to be broken—promises that perhaps ought not to have been made. But adjustments to the automobile age are more easily accomplished if we don’t demand full retribution for every breach of implicit and explicit contract.

Even unreconstructed scoundrels are tolerated in our world as long as they have something else to offer. The genius inventors, the visionary organizers, and the intrepid pioneers are not cast away merely because they cannot be trusted on all dimensions. We “adjust”—and allow great talent to offset moral frailty—because we know deep down that knaves and blackguards have contributed much to our progress. And this, perhaps unprincipled, tolerance facilitates a dynamic entrepreneurial economy.

Since ancient times, philosophers have contrasted a barbaric “state of nature” with a perfect, well-ordered society that has somehow tamed humankind’s propensity toward force and fraud. Fortunately, we have created something that is neither Beirut nor Bucharest. We don’t require honesty, but we honor and celebrate it. Like a kaleidoscope, we have order and change. We make beautiful, well-fitting relationships that we break and reform at every turn.

We should remember, however, that this third way works only as long as most of us live by an honorable moral compass. Since our trust isn’t grounded in self-interest, it is fragile. And, indeed, we all know of organizations, industries, and even whole societies in which trust has given way either to a destructive free-for-all or to inflexible rules and bureaucracy. Only our individual wills, our determination to do what is right, whether or not it is profitable, save us from choosing between chaos and stagnation.

Notes

1The HBR Collection Ethics in Practice has six citations (Boston: Harvard Business School Press, 1989).

2”Management by Necessity,” Inc., March 1989, p. 33. Reprinted with permission. Copyright © 1989 by Goldhirsh Group, Inc., 38 Commercial Wharf, Boston, Mass. 02310.

3The Discourses, Chapter XIII, Book 2, Modern Library Edition, 1950.

4”In the early 1970s,” reports Forbes (Toni Mack, “Profitable If Not Popular,” May 30, 1988, 34), “Wyatt found himself squeezed between rising natural gas prices and low-priced contracts to supply gas to cities like San Antonio and Austin. His solution? Renege. He simply refused to honor the contract.”





Questions for Discussion:

1. Do you agree with Bhide and Stevenson that honesty doesn’t pay? Why or why not?

2. What do you think is the connection between good ethics and good business (“good business” being defined as profitability)?


Companies Are Discovering the Value of Ethics

Norman Bowie

USA Today Magazine (January 1998): 22–24. Copyright © 1998 Society for the Advancement of Education. Copyright © 2000 Gale Group.



Most discussion of business ethics focuses on ethics as a constraint on profit. From this view, ethics and profit are related inversely: the more ethical a business is, the less profitable it is; the more profitable, the less ethical. Certainly, there are times when doing the morally correct thing will reduce profits. Not using an “agent” to provide bribes when doing business abroad is one example. Nonetheless, the traditional characterization of an inverse relationship between ethics and profits is only part of the story at best. A more balanced view points out that there frequently is a positive relation between ethics and profits; normally, ethics enhances the bottom line, rather than diminishing it.

The best news is that the conventional cynical view about business ethics provides a money-making opportunity and can be the source of a competitive advantage. Other things being equal, a firm known for its high ethical standards can have an above-average profit. An auto repair shop known for its honesty is a busy and prosperous one.

Ethical behavior contributes to the bottom line by reducing the cost of business transactions, establishing trust among stakeholders, increasing the likelihood of successful teamwork, and preserving the social capital necessary for doing business.

First, an ethical firm reduces the cost of business transactions. For instance, most economic exchanges have a period of time between the payment for a good or service and delivery, or, conversely, a period of time between the delivery of a good or service and payment for it. This time gap can stand in the way of a profitable transaction. Perhaps the supplier will not deliver or the vendor will fail to pay. A small supplier is offered a large contract by a major manufacturer. Although one might think that the small supplier would be overjoyed by such an arrangement, it should be cautious. It can be held hostage by the much larger manufacturer, which can delay payment for the product or demand other concessions.

Recently, a number of large firms in the U.S. unilaterally announced an increase in the time that they would settle their accounts. Obviously, this fact makes future suppliers more reluctant to do business with these firms. The major manufacturer with a reputation for prompt payment will get the small supplier to provide the quality product. The major manufacturer that lacks a reputation for prompt payment will not.

Yet another illustration concerns the acceptability of checks as a means of payment. A seafood shop in Ocean City, Md., had the following notice posted on the wall: “We will not accept checks and here is why.” Below the notice was a row of checks stamped “Insufficient funds.” That seafood shop no longer would do business with those who wanted to pay by check.

There are vast regional differences in the acceptability of checks as a means of payment. In the Upper Midwest, they are accepted routinely. In most grocery stores and in some other businesses, the customer even may make the check out for an amount larger than the purchase and thus get both the purchase and some cash. On the East Coast, checks are not accepted routinely as a means of payment. Instead, credit cards are. Since most credit card sales represent additional costs, merchants in the Upper Midwest have lower costs of doing business than those merchants in other parts of the country.

Employee and customer theft is a major problem for business, as are shirking on the job and a declining work ethic. A culture of drug abuse exacerbates the problem. Business incurs great costs in dealing with these issues. Elaborate security systems are put into place. Employees are asked to submit to “honesty tests” and expensive drug screening.

Yet, businesspeople, along with most everyone else, recognize differences in the propensity of individuals to steal, take drugs, or shirk their responsibilities on the job. Again on a statistical basis, there are regional differences. During the 1980s, firms moved to the Upper Midwest despite the harsh climate and high taxes to take advantage of a workforce that had a high work ethic. Recently, the shift has been to Utah, a state with a large percentage of Mormons—a highly religious group that has a strong work ethic. Such examples are not limited to the U.S. In Budapest, Hungary, a large number of managers prefer to hire only those under the age of 30 because these younger employees are less likely to be infected by the bad work habits that existed under communism.

What these examples show is that those motivated by strong moral and religious values are less likely to behave opportunistically and, thus, will be more productive and more profitable. Employees and customers with the right values need less monitoring and fewer honesty and drug tests. Consequently, employers will try to hire people who statistically are more likely to be honest.

Ethical behavior builds trust, which increases the likelihood of profit. As a company builds trust, customers, employees, and suppliers are less likely to behave opportunistically. A reputation for trust will attract like-minded customers, employees, and suppliers. Thus, trust is reinforcing in a kind of virtuous circle.

Moreover, a firm characterized by high-trust stakeholder relationships is likely to have competitive advantages. If trust is defined as keeping one’s word and not taking undue advantage (behaving opportunistically) when one has the capability of doing so, the competitive advantage gained by a trusting organization will be clear.

Human resource management will be very different in a trusting organization. The essential point is that trusting relationships change the nature of monitoring. In nontrusting relationships, the supervisor functions as a policeman; in trusting relationships, as a mentor, the way a professor functions with a doctoral student or a coach develops a young pitcher. The kind of monitoring a mentor does is very different from that which a policeman does. A mentoring relationship allows qualitative criteria and uses fewer quantitative measures, is less frequent, and requires less in the way of detail.

Lately, there has been much discussion about teamwork and about eliminating layers of management. Workers are to be “empowered”—i.e., more responsibility and discretion as the layers of management control wither away. If teamwork and empowerment are not to be empty rhetoric, the nature of supervision must be more of a mentoring than a policing type. Greater trust will be a key element in any cost savings that result from eliminating layers of management and the empowerment of employee teams.

Trust also reduces the amount of bias in forecasts and overstatement of need in budgetary requests. Nearly every person in a business organization has experience with the budget game: A number of budgetary units report to a higher authority that sets the budget for each unit. The authority asks what each of the units need. Each unit knows that there are not sufficient funds to meet all the needs; therefore, the requests of each unit will not be granted fully. Each unit then overstates its need so that the failure to meet the requests will not cause as much pain. As a result, the central authority engages in long costly negotiations with each unit to arrive at a figure that is fairly close to what each unit would have expected to receive. Transaction costs could have been reduced greatly if the information to the central budget authority had reflected true need more accurately. If the various units could agree to make accurate requests and trust one another to keep their promises, these traditional transaction costs could be slashed.

A more trusting organization could help American manufacturing enterprises overcome two disadvantages. Traditionally, the engineering team that designs a product does its work separately. Those who manufacture the product have little, if anything, to say about its design. As a result, some problems with a prototype do not appear until the manufacturing stage. Much time is lost as the prototype is redesigned to meet the requirements of mass production.

The sales unit of a firm and the manufacturing unit often work at cross-purposes. The sales force has incentives to sell as much of a product as it can. Indeed, the commission system is what provides the incentive. However, if quality is to be maintained and backlogged orders are to be kept to a minimum, sales must not exceed the ability of the manufacturing process to produce the goods in question. Given the commission system. there is no incentive for the sales staff to take these limitations into account and to cooperate with manufacturing to secure the optimal amount of sales at any given time.

As the result of Japanese competition, these defects have been recognized, and American companies have realized that there must be greater cooperation among units within the firm. Trust among the units and a supportive compensation scheme are required for greater cooperation. To build that trust, managers need to speak differently about other units in the firm than they do about its competitors. The unit that manufactures the product is not the enemy of the salesperson. Failure to understand that distinction undermines the trust needed to achieve a competitive advantage.

What holds true within a firm will continue to do so as various companies enter into joint ventures. With such cooperation among firms from different countries becoming increasingly common and successful, one would expect to see more joint ventures between corporations that have higher levels of trust. The rationale for this is fairly clear. If one member of the joint venture fails to keep its contract, behaves opportunistically, or provides a shoddy product or service, all parties will suffer. The unhappy customer will blame all alike. Thus, a trustworthy partner is the best partner in a business sense. Picking a moral partner may be the most important decision to be made when setting up a joint venture.

Finally, trust is needed for successful research and development. The rationale for this contention is based on the knowledge of the environment needed for creative thought, particularly scientific research. Some corporations have adopted a competitive strategy of introducing new products at such a rate that goods created in the last few years account for a certain percentage of the firm’s sales. Such companies refuse to rest on their laurels.

How can such a strategy be achieved? There is considerable evidence that creative people are most productive in an environment with minimal monitoring and control. It is counterproductive to have laboratory scientists filling out weekly reports asking them what they discovered that week. Providing research scientists with the freedom and independence necessary to stimulate creative thinking requires a great deal of trust on the part of management. Firms with a culture of trust are likely to be more adaptive and innovative.

Yet another benefit of ethical behavior is that it provides a solution to what theorists call collective action problems. A collective action problem occurs when an obvious public good can not be achieved because it is not in the self-interest of any individual who is a part of the problem to take steps to resolve it. Thus, large cities throughout the world suffer from traffic congestion. All would benefit if many more people used public transportation. For any individual, though, the reduction in congestion resulting from his or her taking the bus is very small, while the inconvenience, especially given its imperceptible effect on congestion, is large. Therefore, this individual, and every other automobile owner, will tend to drive and traffic congestion will remain horrible.

There are many ways of tackling a collective action problem. One traditional means is to provide incentive so that the cost-benefit ratio is reversed. For instance, instituting tolls for cars that greatly increase the cost of driving to work would force drivers onto the bus or train.

Collective action problems exist in business as well. Assume that, in certain situations, production of a good or service requires a team effort and that the individual contribution of each team member can not be isolated and measured. Any team member who acts in a purely self-interested manner would free ride off the others. This free-riding phenomenon explains why many hard-working students complain bitterly about group projects that are graded on the productivity of the group.

Indeed, if enough members free ride, the gain in potential productivity from teamwork would be lost. In such situations, the benefits of group activity are optimized only when there is no free riding. For that to occur, each member of the group must make a commitment not to free ride. This commitment is most likely in a moral community where the members are bound together by common values and mutual respect.

Social capital

A final benefit of ethical corporate behavior is that it preserves the social capital that makes a free market possible. A market system does not operate in a vacuum, but coexists with many other institutions in society, including the family, the church, and the political, criminal justice, and educational systems. Each of these institutions contributes toward making capitalism possible: The court system enforces contracts; the political system provides monetary stability; and the educational system trains future employees and prepares them for the workforce.

Corporate misconduct raises the cost and reduces the amount of social capital. The more businesspeople try to avoid the terms of their agreement, the greater the number of disputes that end up in court. More and more umpires are needed. When the environment is despoiled or misleading advertising occurs, the public demands more regulation. Increased governmental activity adds to the cost of government.

A market system needs moral capital as well. If capitalism is to be successful, there must be both within society and within capitalism a widespread acceptance of certain moral norms, such as truth-telling, bill-paying, and fair play. When these norms are perceived as being violated, a vicious circle begins. If other people will not play by the rules, then each person reasons there is no longer gain from following the rules. As more and more people abandon these moral forms, the social capital that makes market activity possible is depleted.

A major concern about Russia is whether the criminal element has gotten such a hold on business activity that capitalism becomes impossible. What some commentators refer to as “wild capitalism” is doomed to failure. Once again, ethical behavior contributes to the bottom line, but in this case to the bottom line of capitalism itself, rather than to the bottom line of an individual firm.

Some may object to this analysis. They might say that businesspeople should do the right thing because it is right, rather than because such actions contribute to the bottom line.

Philosophers are familiar with the hedonic paradox: “The more you consciously seek happiness, the less likely you are to find it.” If you do not believe this, just get up some morning and resolve that every act will be done in order to achieve happiness. You soon will be miserable. Happiness is the result of successful achievement, but is not itself something you try to achieve. According to Aristotle, self-realization is what you try to achieve, and happiness is the result of achieving it.

Perhaps, to some extent, profits are like that. If your focus on them is excessive, you are less likely to achieve them. The conventional wisdom is that managers should focus on the bottom line. There is an obsession in America with quarterly reports—one that forces managers to focus on the short run, rather than the long run. If corporations took the moral point of view, they would focus on meeting the needs of their stakeholders. For instance, they might focus on providing secure work for employees and quality products for customers. If they did that, profits likely would follow.

Second, employees are very suspicious of management’s motives when new concepts like empowerment or quality circles are introduced. If the employees think that these ideas are being implemented to increase profits, they often will attempt to sabotage them, even if the workers would be better off. Thus, quality circles and empowerment only can succeed if all those affected believe such practices are being introduced for the right reasons.

Third, media reports of corporate good works frequently are greeted with public scorn because the public is suspicious of the corporation’s motives. “They are just trying to buy good will” is a phrase that is heard often. Corporate executives who really do act from ethical motives are frustrated when their motives are questioned. Yet, it is hard for the public to determine motives, which is why reputation, corporate character, and a record of altruistic acts are important. If Johnson & Johnson proclaims moral motives for what the pharmaceutical company does, it tends to be believed. The public remembers how Johnson & Johnson handled the Tylenol poisonings. Not only did the firm do the right thing—pulling the product from the market and repackaging it in a more secure manner—it did so for the right reason. Moreover, Johnson & Johnson profited as a result.

What of the future? All capitalist systems are not alike. Japanese capitalism differs from German capitalism and both differ from the American version. Which will be most successful in the next century? The answer depends on many factors. One is ethics because, as has been shown, ethical behavior can lower costs, increase productivity, and preserve the social capital that makes capitalism possible. It is in our national interest to ensure that American capitalism is a leader in ethics as well as in product development and cheap capital.

Dr. Bowie is Elmer L. Andersen Chair in Corporate Responsibility, University of Minnesota, Minneapolis.


Questions for Discussion:

1. Do you agree with Bowie that companies are taking ethics more seriously today? If so, what do you think accounts for this?

2. Do you think that “high-trust stakeholder relationships” make a company more competitive? Why or why not?

CASE STUDIES


3 Julie Pitta, “The Barbarian Steps Down,” Los Angeles Times, 12 January 1995, D1.

Case 1.1: Borland’s Brave Beginning

Philipe Kahn, the colorful former CEO and current chairman of Borland International built a powerful software company from the ground up with a series of brilliant business moves, including the 1991 acquisition of Ashton-Tate, one of the software industry’s biggest companies, for $440 million. Until very recently, the company was extremely successful, culminating in the building of a palatial headquarters complex costing nearly $100 million. At one point Kahn even entertained thoughts of challenging Microsoft as the world’s top software manufacturer.3 While the company has recently fallen on hard times, its beginning is what interests us. Some would consider it morally questionable, while others would denote it as being “smart moves within the game.”

In an interview with Inc. magazine, Kahn told the story of Borland’s humble beginnings. Operating out of two small rooms and strapped for cash, he couldn’t afford to place an ad in BYTE magazine, the best forum to reach his target market. In order to convince the ad salesman to extend credit terms, Kahn hired extra people to scurry around and made sure the phones were ringing so they would look busy. He prepared a media plan on a chart in which BYTE was crossed out, but he made sure the salesman “accidentally” saw the chart. When the salesman asked if they wanted to advertise in BYTE, Kahn replied that it was not the right audience and that they couldn’t afford it. The salesman pleaded with him and eventually gave him good terms of credit. The ad ran once and sold $150,000 worth of software, launching a successful venture.4




4 “Managing by Necessity,” Inc., March 1989, 33.




Questions for Discussion:

1. Are Kahn’s actions unethical in any way? Is this deception or just shrewd business sense at work? How would Carr and Bowie respond?

2. One could argue that it was the salesman’s responsibility to check Kahn’s financial documents and it is therefore his fault that he was lured into lending credit. Do you agree? What would be the reasonable responsibilities of the salesman, according to the “rules of the game”?

3. Many would argue that everyone benefited and no one was hurt, thus the action was moral. Do you agree? Why or why not?

Case 1.2: Keeping Secrets

Rumors have been swirling among employees after officials of a major airplane manufacturing company announced that a significant number of employees will be receiving layoff notices in the coming weeks. The economic recession and the negative impact on the travel industry caused by the September 11 terrorist attacks have greatly reduced the number of commercial airplane orders, forcing the company to downsize.

While it is known that a specific number of employees will be laid off, the names of those who will be given notice are held in strict confidence. After the initial announcement, many employees have felt vulnerable and have been searching for employment at other firms. Given the status of the economy, jobs have been hard to find.

Only a few top executives, select members of the human resources department, and “group managers” know the names of those who have been targeted for layoff until the day the actual R.I.F. (reduction in force) notices are issued (three weeks from now). As a group manager whose department will be affected, you are one of the few people in the firm privy to the names on the list. Once the layoffs are announced, employees have roughly four to six weeks to finish their tasks and look for other employment.

The company has a policy of strict confidentiality when it comes to layoffs. When word has gotten out early in the past, some employees left early to take other positions, leaving the company in the lurch. A few employees even resorted to sabotage of company equipment and computers during their last weeks on the job to “get even.”

Normally your contractual obligation to uphold confidentiality is not a problem. However, you currently find yourself in a difficult situation. Seeing the name of one of your employees, named John, on the list has made you somewhat depressed and wishing you could let him know his status ahead of time.

John is a computer systems analyst who has worked for the company for seven years. His area and level of expertise on his current project are critical to the company. If he were to leave early and not finish his tasks, your department would be hard pressed to finish the project according to schedule. This would result in substantial delays that could jeopardize future contracts with this particular client, a major airline, whose executives are already upset about delays in earlier stages of the project.

You and John have become close friends. In part, this is due to the fact that he is in a similar stage of life as you, in his mid-thirties and married with three children. Your daughters also play together on a soccer team, and your families have frequent social outings.

John and his wife Margie are about to welcome their fourth child into the world. At a soccer game one evening, John mentions that he has received an offer for employment by another company. “All things being equal, I would rather stay where I’m at. The pay and the commute are better,” he states. “Knowing when the layoff announcement is coming, I tried to get more time to decide, but they need to fill the position. I need to let them know in a week. Do you think I should accept the position?” he states with a wink.

Understanding the level of confidentiality required by your position (and employment contract), you remain silent. John replies, “I know you can’t say anything directly about the layoffs, but am I safe to assume that your ‘non-response’ is good news? Given our relationship over the years, you would probably at least warn me in a roundabout way if the news were the opposite, right? Besides, by giving me some indication, you would be doing much more good than harm. No one gets hurt if you let me know. Think of what I stand to lose if you don’t tell me.”

Questions for Discussion:

1. What will you do? Why?

2. Do you have to choose between confidentiality and loyalty to a friend?

COMMENTARY

Many businesspeople feel the acute and uneasy tension between the moral values that seem to permeate commercial dealings and the behavioral standards that should govern their lives in total. Indeed, the suspicion that economic success may actually require a compromise of values is one of the most troubling aspects of participating in business. Make honesty and/or compassion a central virtue of business, you may secretly fear, and you will find yourself (or your organization) at a great disadvantage. Situations such as the Borland case poignantly illustrate how such tensions may arise in the specific form of a trade-off between virtue (truth telling) and financially successful business strategy.

Yet an important question to ask is whether or not a case such as this accurately depicts the predominant ethos of business. In fact, there are good reasons to conclude that it does not and that a somewhat more optimistic account of the moral character of economic life is more accurate. Contrary to popular belief, trust and honesty are probably more the norms of business practice than the exceptions, as authors Bhide and Stevenson conclude in “Why Be Honest If Honesty Doesn’t Pay?”

While a natural extension of their conclusion might be that good ethics is good business, and that at times morally sound behavior works to one’s advantage, to see a perfect relationship here would be overstating the case. We are firmly convinced, however, that although it may be difficult, Christian businesspeople can and should live with a unified set of ethical guidelines. They can do so with the confidence that “success” will not be compromised in the process, but only if a broader definition of the term is used.

Albert Carr obviously sees things quite differently, arguing that poker is a fitting analogy for business. On the issue of deception, he is correct in observing that poker should be judged by its own set of rules and that “bluffing” is a morally acceptable strategy. This is the case because each person who plays poker is aware of the rules. However, Carr falls short in not asking whether or not the same can be said for business.

The game analogy is not a good fit for commerce because, unlike poker, not all participants or those who are affected are “at the table” by choice. Take for example, consumers who are innocently harmed by dangerous products, or those who are swindled out of their retirement savings. Furthermore, even if everyone participates by choice, not all of the “players” are aware of, nor can they reasonably be expected to be aware of, the operative rules.

Bluffing

Borland’s launch is a nice story; however, former CEO Phillipe Kahn’s actions illustrate the inadequacy of Carr’s poker analogy for business. Although the outcome was “good” for everyone, judging the morality of a decision or action based on consequences alone is inadequate. If the outcome had been different and Borland could not pay for the space, there would be nothing endearing about the tale at all. BYTE would have lost $20,000, and the salesman would have suffered some consequences too. While these are arguably small losses, it is the principle that is at stake.

In probing deeper, one has to wonder if success at deception, even on a small scale, is truly beneficial, especially in the long term. Will an even more desperate situation lead to more lies but on a grander scale? Will employees adhere to sound ethics when a story about how the company’s founder behaved circulates as a part of the company’s lore?

Some readers will undoubtedly argue that the salesman should not have been so naive as to have been persuaded into extending credit without a thorough check of Borland’s financial documents. However, a reasonable and competent salesperson does not anticipate being mislead in such a manner. Nor are salespersons usually expected to approve credit, given the fact that there would be a built-in conflict of interest if they were.

Another story should serve to reinforce these points. Barry Minkow was touted as a wonder boy for launching a company called ZZZBest in the 1980s. By age 20, Minkow had become a millionaire through the seemingly overnight success of his building restoration business. Just as quickly as the company soared, however, came its demise.

After applying for a multimillion-dollar loan, Minkow cleverly deceived the bank’s auditors by falsely inflating the financial promise of his business. He brought the auditors to a large building during off-hours to show them a large company account. In reality, the building was not a ZZZBest account at all. Minkow paid off a security guard to gain access to a building and had several colleagues wear company uniforms in order to trick the auditors. In the end, Minkow served several years in prison for his role in defrauding investors and lenders of more than $100 million. While former Borland CEO Philippe Kahn’s actions may not amount to illegal fraud and the stakes were significantly lower in his case, the ethical principles seem parallel.

In other well-defined instances, however, Carr’s support of “bluffing” seems acceptable because no deception has occurred. Consider advertisements in which the performance of a product is grossly exaggerated for entertainment or attention grabbing purposes.

Although much care should be exercised, “bluffing” is justifiable in some very narrow situations. When access to the standards of conduct is widely available and no reasonable participant is deceived, the principle of truthfulness has not been violated. In these well-defined and specific instances, there is no real conflict of moral standards.

Good Business

While the issue of “bluffing” makes for a valuable and interesting discussion, the broader contextual question of whether or not success in business requires ethical compromise such as the use of deceptive tactics is important to examine. On this issue, some of Carr’s observations are particularly provocative. Most notable is his statement that “a sudden submission to Christian ethics by businessmen would bring about the greatest economic upheaval in history.” To be sure, Carr is not claiming a complete lack of actions that resemble kindness and honesty. The point is that when they occur, they are motivated more by financial interests than by moral sentiments. Clearly, for Carr ethics is not the pathway to success.

In sharp contrast to Carr’s perspective, a popular view holds that ethical compromises in business are unnecessary since good ethics are actually good business, especially in the long-term financial horizon. Authors Bhide and Stevenson (“Why Be Honest If Honesty Doesn’t Pay?”) argue that while this idea makes intuitive sense, there is no empirical evidence to back the claim. In most cases, they assert, violations of honesty go unpunished because many victims refuse to acknowledge that they have been duped or choose to simply move on with their lives rather than being tied up in costly litigation. Furthermore, they cite several examples of cases where transgressors of the principle of truth telling are actually handsomely rewarded for their efforts because of inequities in power. However, the encouraging note in their findings is that businesspeople do practice honesty despite the fact that there may not be an economically rational reason to do so.

Norman Bowie offers many examples that work to support the claim that attention to ethical matters can enhance the bottom line. While acknowledging that in some cases profits may have to be sacrificed for the sake of ethics, Bowie correctly points out how ethical behavior reduces transaction costs, establishes trust, and preserves the “social capital” necessary to sustain an efficient economy.

Considering the examples provided by Bowie, the relationship between ethics and the bottom line is complicated and multilayered. Although honesty and practices such as “values-based management” are commendable and can perhaps lead to economic gains more often than not, ethical behavior is not a magical blueprint for a successful business in the economic sense. While numerous careers and businesses have indeed been built upon reputations for honesty and fairness, there is no perfect correlation between good ethics and business success. If such a relationship existed, the need for business ethics would not exist since nearly everyone would practice solid moral behavior.

While connecting ethics to profitability may help to convince skeptics, business professionals and organizations must act ethically because it is the right thing to do, not because it “pays.” Doing right often has real costs. In fact, many companies promoting themselves as “socially responsible” have failed to live up to their claims and have paid a dear price in the form of heightened public criticism.

More importantly, truly virtuous acts are those that are done with the proper motivation. While acknowledging the very real tensions and possible trade-offs, priority should be given to sound ethical behavior because a Christian worldview judges and measures “success” in light of eternity, not by the accumulation of money and power. This is the true spirit in which faith and spirituality should be brought into the world of business.


TWO
Christian Engagement in Business


The challenge is not so much to bring Christ with us into our work, but to discover his presence already there.

Robert Sirico

Tough business is a place where heaven and earth meet and tussle just like any other point we occupy. Some of us are called to be there, working in the tensions that will only be resolved in glory.

Steve Brinn



INTRODUCTION

Historically, Christians have had an uneasy relationship with business. In fact, Augustine flatly declared, “Business is in itself an evil,” and Tertian observed that trade is “scarcely adapted for a servant of God.” More recently, debates about the potentially pernicious effects of globalization, coupled with troubling revelations about corporate misconduct, have raised centuries-old questions about the essential compatibility of Christianity and business. Can commerce be a legitimate means of participating in divine work in the world when it appears to be conducted within a system riddled with values that are in tension with the Christian tradition?

The focus of this chapter will be on the development of a theologically informed perspective on Christian engagement with business. In particular, the important issue of how Christians in business-oriented work should thoughtfully and faithfully approach their work will be addressed. Should commercial activity be abandoned for the sake of moral and spiritual purity, be seen instrumentally as primarily a means to support the “real” or “proper” work of the church, or be embraced as a legitimate spiritual vocation/calling?

A theologically informed view of business also serves as an important foundation for the material covered in later parts of this book.  Christian ethics are derived from theology. Our understanding of God’s character, purposes, and will form the foundation for who we ought to be and how we should live. Christian business ethics also rests on these foundational concepts.

The context in which engagement with business will be investigated is within the broader discussion of how Christians should interact with contemporary culture, of which business is a part. Different theological traditions within Christianity hold widely diverging views about the relationship between Christianity and culture. Some traditions (and theologians who have influenced them) emphasize the gap between Christian values and those of the surrounding culture, and lean toward separatist tendencies in their interactions. Others see harmony between the values of Christ and those of culture and tend to emphasize common moral ground between them. Still others fall somewhere in between, giving different emphasis on the fallen, the “graced,” and the “to be redeemed” aspects of culture, and participate within it accordingly.

The first essay in this chapter, “Christ and Business: A Typology for Christian Business Ethics” by Louke van Wensveen Siker, sets the stage for examining appropriate Christian engagement with business by creating a set of organizing categories.1 Based on H. Richard Niebuhr’s classic book Christ and Culture, Van Wensveen Siker develops a typology that categorizes a range of beliefs about the relationship between the competing moral authorities of “Christ” and “Business.” She describes five “ideal types” in which patterns of thought regarding this relationship are detected. The remaining essays in this chapter bear distinctive marks of the various strands of thought described by Van Wensveen Siker.2


1 Note: Due to editorial error, in the first edition (1996) two categories (4 and 5) in the typology were reversed and several subtitles (in types 1, 2, and 3) were inadvertently added. The errors have been corrected in this edition. The publisher and editors extend their apologies to the author.

2 To be sure, the remaining essays do not perfectly fit the categories developed in the typology. Any typology has limits, and it is quite likely that many authors (and readers) hold parts of two or more of the types simultaneously. However, typologies are extremely helpful tools to categorize and describe basic thought patterns.



The second essay presents an optimistic account of business and of the sanctity of participation within it. Robert Sirico’s “The Entrepreneurial Vocation” attempts to correct some unflattering assumptions about the world of commerce. In so doing, he undermines the tacit assumption that business is not an arena in which the “proper work” of the church can take place. Sirico argues that business has intrinsic value because entrepreneurial activity (broadly understood) is reflective of God’s creative nature.

In the third essay, “Tough Business: In Deep, Swift Waters,” executive Steve Brinn states that we should accept difficult ethical tensions as a fact of life in the fallen, imperfect world of business. However, he asserts that Christians should not leave an arena simply because there is moral danger. The model lived by Christ, Brinn observes, is one of cultural engagement rather than abandonment.

The first case study, “Business as a Calling,” presents a scenario in which two students discuss over lunch whether or not business has spiritual legitimacy as a proper vocation. The second case, “The Assignment,” probes the issue of Christian involvement in controversial activities. Under what conditions should an employee accept a controversial project in order to improve the ethical environment? Is this an example of what author Steve Brinn refers to as “deep, swift waters”?

As you read the case studies, assess which type or types (as presented in the essay “Christ and Business”) your thinking most closely resembles. Given what you have read in this chapter, how has your thinking been challenged, changed, or confirmed?

READINGS


Christ and Business: A Typology for Christian Business Ethics
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INTRODUCTION

As the field of business ethics is becoming more defined, the sub-discipline of Christian business ethics is taking on a multi-faceted shape. In this paper I shall take stock of the variety of ways in which Christian business ethicists currently conceive of ethical change in business. In order to do so, one needs an appropriate set of organizing categories. Simply adopting the traditional categories used by applied philosophers to organize the field—utilitarian, Kantian, etc.—will not do, for Christian ethicists rarely structure their work along these lines. Rather, I shall show that traditional theological categories can go a long way in helping one appreciate the scope and variety of Christian business ethics as a relatively new area of inquiry. The categories I have chosen are inspired by the typology set forth in H. Richard Niebuhr’s classic study, Christ and Culture.1

The Typology

Before I proceed, let me briefly call to mind the main features of Niebuhr’s typology. The book Christ and Culture explores how Christians over the centuries have dealt with what Niebuhr calls “the enduring problem of the relation between the authorities of Christ and culture.”2 Niebuhr discerns a pattern of recurring answers to this problem, which he proceeds to organize in the form of five types. First he presents the most extreme answers. Here one finds the views of radical Christians, who stress the presence of evil in culture to such a degree that they can see Christ only in opposition to it (“Christ Against Culture”). At the opposite end of the spectrum one finds the position of cultural Christians, who see no basic contradiction between the demands of culture and the demands of Christ (“The Christ of Culture”). Between these extremes, Niebuhr locates three other typical positions. So-called synthesist Christians tend to establish a hierarchy in which the authority of culture is affirmed, yet also superseded by the authority of Christ (“Christ Above Culture”). Dualist Christians struggle with the ambivalence created by seeing culture as both fallen and preserved by God (“Christ and Culture in Paradox”). Finally, conversionist Christians tend to affirm culture insofar as it is the arena of Christ’s transforming work (“Christ the Transformer of Culture”).

Niebuhr’s typology is well suited to serve as a heuristic device for understanding the rich variety inherent in the work of Christian business ethicists. Its focus, the relation between the authorities of Christ and culture, must naturally also be a main theme in an area of inquiry characterized as both Christian and concerned with business. In fact, for the purposes of this study, Niebuhr’s five types can simply be narrowed down into the following subset: Christ Against Business, The Christ of Business, Christ Above Business, Christ and Business in Paradox, and Christ the Transformer of Business. In each case, “Business” refers to the prevailing capitalist business culture. These categories will provide a uniquely theological way of identifying various approaches in Christian business ethics. While the categories used by applied philosophers reflect different foundations of moral authority, an adaptation of Niebuhr’s typology will show various ways in which one ultimate moral authority, Christ, is thought to relate to an area of life that also claims human loyalty, business. In other words, these categories will highlight a range of beliefs about the ramifications of Christ’s work and being for the possibility and dynamics of ethical change in business.

As we shall see, each of Niebuhr’s five types is indeed clearly represented among Christians reflecting on ethics in business. This is not to say, however, that any one approach exactly fits a particular type. As Niebuhr observes, “when one returns from the hypothetical scheme to the rich complexity of individual events, it is evident at once that no person or group ever conforms completely to a type.”3 Yet to the extent that the typology can provide a rough background against which various approaches may be grouped (and exceptions noted!), it will serve a useful purpose. Given this qualification, I will now proceed to show what a Niebuhrian typology of Christian business ethics might look like.

Type I: Christ Against Business

At some point in time, every Christian business ethicist is likely to encounter the skepticism or even opposition of those among the faithful who assume that the business world can never be salvaged from its corruption. The arguments sound familiar, all variations on the theme, “Business ethics, isn’t that an oxymoron?” Niebuhr himself points to an early proponent of this attitude, the church father Tertullian, who argued that trade “is scarcely ‘adapted for a servant of God,’ for apart from covetousness, which is a species of idolatry, there is no real motive for acquiring.”4

The skepticism of the radical Christian about ethical change in business seems to be a permanent motif among the various ways of relating Christ and business, akin to the attitude Niebuhr has described with his “Christ Against Culture” type. Theologically speaking, such skepticism is rooted in the assumption that the current business culture must be marked off as a realm of evil and idolatry, a realm that must be destroyed, rather than changed. As a Christian, one must dissociate oneself as much as possible from the corruption of the business world, while focusing on the new order established by Christ. A modern example of such radical skepticism about ethical change in business can be found in the writings of Franz Hinkelammert, a Marxist theologian who has been working in Costa Rica. Hinkelammert describes a capitalist business world marked by idolatry, where commodities and corporations are treated as independent agents, requiring the total subjection of all business people. He concludes that Christians confessing faith in God clearly have no choice but to repudiate this realm of idolatry.5

Overall, it is fair to say that the “Christ Against Business” type forms the anti-type of any method in Christian business ethics. It denies the validity of the discipline, because it denies the legitimacy of anything resembling the prevailing form of business enterprise.

Type II: The Christ of Business

In a scene from The Power of Ethical Management by Kenneth Blanchard and Norman Vincent Peale, a minister says to a bewildered businessman, “When you have patience, you realize that if you do what is right—even if it costs you in the short run—it will pay off in the long run.”6 The minister also explains that having patience means trusting in the timing of a higher power, which could be called God. If you do that, things will always work out. This scene epitomizes the assumption that God’s aims and the aims of business are essentially in harmony. While the business world may still contain a fair share of corruption, the argument goes, in essence it bears the stamp of goodness. Overcoming the corruption is not only possible, but also relatively easy. After all, most business people have good intentions and basically know right from wrong. They only need some guidance in making concrete moral decisions. Business ethicists, in the role of consultants, can provide such guidance and thus facilitate ethical change. This familiar approach to business ethics can be classified as the “Christ of Business” type.

Niebuhr’s observations regarding cultural Christians help to highlight further the features of the “Christ of Business” type. Niebuhr notes, for example, that “the cultural Christians tend to address themselves to the leading groups in a society.”7 Similarly, the “Christ of Business” approach involves targeting mainly top-level managers as the agents of ethical change. Niebuhr notes also that cultural Christians use the language of these sophisticated circles. Similarly, Christian business ethicists often swap theological categories for a mixture of generally accepted ethical terms and the straight business talk of the corporations they consult. A most notable example of this kind of adaptation is the catch phrase “good ethics means good business.” Finally, Niebuhr notes that, in their zeal to recommend Christ to the cultured, cultural Christians “want to make discipleship easy.”8 Similarly, the “Christ of Business” approach makes ethics look simple and attractive, a matter of positive thinking, a message that sells at a two-day management retreat. All in all, Niebuhr’s “Christ of Culture” type helps us to understand how the specific features of this widely practiced approach to business ethics flow from the basic assumption that Christ and business are essentially aligned.

Type III: Christ above Business

Niebuhr’s third type, “Christ Above Culture,” helps us gain perspective on a somewhat less optimistic, yet even more widespread Christian approach to business ethics. The so-called synthetic type is based on the largely Thomistic assumption that ethical change resembles step-for-step elevation to a higher level of existence, a process guided by the rational discernment and application of natural law and, ultimately, divine law. In Christian business ethics, this assumption finds expression in the method of applying general norms to specific situations by means of careful, deductive reasoning. The general norms, such as human dignity, justice, and co-creation, are thought to have universal moral authority. They provide the unequivocal basis for the field of business ethics. The main task of the discipline is to guide the transformation of business according to these ultimate foundations, usually by means of rationally developed medial norms, such as subsidiarity and proportionality. A perfect example of this approach can be found in an essay by Theodore V. Purcell, S.J., entitled “Management Development: A Practical Ethical Method and a Case.”9

In sum, unlike the radical Christians, synthesist business ethicists do not assume that the modern business world needs to be destroyed. After all, it is still part of the created order. Nor, on the other hand, do they follow the cultural Christians in believing that business already carries the full potential of goodness within its own laws. Rather, they assume that business life needs to be elevated by means of authoritative, external guidelines.

This may not be an easy task. For example, as Thomas McMahon has asked, how does one apply the justice-based concept of a family living wage in a business world guided by the notion of compensation based on comparable worth?10 Yet despite such difficulties, adherents of the synthesist view of transformation believe that with thorough and imaginative reasoning, it is possible to find authoritative direction.

Type IV: Christ and Business in Paradox

“Christ and culture stand in a relation of paradox,” observes Robert S. Bachelder, a congregational pastor. As a result,


executives should expect that their general and personal callings will exist in tension. But this tension need not create defeatism and cynicism. It can give rise to alertness and moral imagination. What executives must do is accept the moral ambiguities of their companies and yet fully participate in them, trusting all the while in God to open the way to new moral possibilities.11



Niebuhr’s “Christ and Culture in Paradox” type could not have been more adequately expressed in relation to a business context. And, as we shall see, Bachelder is not the only one to perceive ethical change in business as a matter of tension and paradox. Once again, we are dealing with a distinctive motif in Christian business ethics.

In describing the paradox type, Niebuhr observes that dualist Christians are highly sensitive to the fallenness of culture. Yet at the same time they feel called to participate in culture. After all, God continues to sustain the world in its sin, so to escape it would mean to counter God’s plan. Living with this tension between judgment and participation, dualist Christians tend to have only limited expectations of social transformation. The sins of this world can be kept in check through laws and countervailing force, yet the Kingdom of God is not of this world. Meanwhile, God’s grace does work transformation in individuals. Yet even forgiven sinners are left to juggle the imperfect options of social life, being always forced again to “sin boldly” with no positive rules to guide their actions.

In a business context, one finds this type expressed in various ways. One manifestation, at a social level, is the activist attempt to channel the power of big business by means of external pressure, such as strikes, boycotts, shareholder resolutions, publicity, and legislation. I am thinking, for example, of the work of the Interfaith Council on Corporate Responsibility under the direction of Tim Smith. At a personal level, one recognizes the type when business ethicists, like Robert Bachelder, stress the necessity to live with compromise and ambiguity, and the need to use one’s best personal judgment in the absence of clear-cut rules. My favorite example along these lines comes actually not from a business ethicist, but from Dietrich Bonhoeffer, who observes in his Ethics that in extreme situations, one may sometimes have to opt for “the destruction of human livelihoods in the interest of the necessities of business.”12

All in all, dualist business ethicists are likely to speak the realistic language of power struggles and necessary compromises. Yet with all the stress on freedom of judgment and the absence of fixed rules, this realism can just as easily express itself in liberal as in conservative recommendations (witness the examples mentioned above!). Thus dualist business ethicists are not likely to excel in predictability. But then, of course, their strength lies in providing a witness to the courage and freedom found in a living faith.

Type V: Christ the Transformer of Business

Niebuhr’s fifth type, the conversionist approach to the problem of Christ and culture, is marked by nuances rather than tensions. It expresses awareness of the perversion of culture, combined with affirmation of culture as the arena of God’s transforming work. Conversionists see transformation as a process which begins with a conversion of the human spirit, and ends in action and social change. Given these inner-worldly possibilities of change, they believe, it is appropriate for Christians to focus more on positive practice than on negative action toward sin.

Conversionist business ethicists will combine awareness of serious evil in the business world with hope for actual, historical transformation of business life. In their attempts to seek out this transformation, they will try to work with business, rather than always against it. Also, they will take a holistic approach, paying attention to the spiritual as well as the material, the individual as well as the communal. Notions such as character, embodiment, and story may well appear in their work.

A good example of a conversionist approach can be found in Max Stackhouse’s book Public Theology and Political Economy.13 In chapter 7, entitled “Spirituality and the Corporation,” Stackhouse argues:


the ideal of social democracy borne by the ecumenical church … must, without extensive political [sic], economic, or technological power, develop a new spirituality, based on a public theology, to transform the materialist and reductionist preoccupation of all present economic forms and ideologies. This is possible because already within the modern corporation are residual ecclesiological elements wherein spiritual matters are intrinsically related to social ones, and therefore are potentially related to new patterns of material and organizational embodiment.14



This brief passage captures the main features of the conversionist type in almost a textbook manner, showing both concern for economic distortions and hope for a spirit-based, yet fully historical transformation.

Evaluation

… Now let me turn to the payoff for Christian business ethics. Most obviously, Niebuhr’s typology could assist Christian business ethicists in their efforts at maintaining methodological self-awareness in a new area of inquiry. Taken one step further, Niebuhr’s typology could also provide fresh opportunities for approaching the work of colleagues in the field. After all, the nuances of the various types prevent the kind of black-and-white vision that does not do justice to the work of another. For example, one is less liable to lump together dualists with the radical approach, or conversionists with the cultural approach, to mention some common errors. On that basis, the typology may even become the occasion for an open discussion on the relative adequacy of each approach….

This leads to my final observation. Niebuhr’s typology may ultimately challenge Christian business ethicists to investigate how their methods may be complementary. Niebuhr himself carefully avoided designating any one of his types as the most authoritative answer to the enduring problem of the relation between Christ and culture.15 He advocated what we might nowadays call a reflective equilibrium approach, arguing that each type contributes something indispensable and yet insufficient in itself. Thus the radical Christian reminds one of the force of Christ’s authority, the cultural Christian shows how the gospel can be brought to leading groups in society, the synthesist reminds one that salvation affirms creation, the dualist adds a healthy dose of suspicion and realism, and the conversionist calls one to positive, confessional action. In a similar vein, the various theological approaches to seeking ethical change in business may well complement each other in unexpected ways. In that case, we should be listening carefully to Norman Vincent Peale as well as to Tim Smith!
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Questions for Discussion:

1. What are the primary ways that Van Wensveen Siker views the relationship between Christianity and business?

2. Which of these do you think of as the dominant paradigm of the Christian business person today?

3. Which of these do you think is most consistent with the Bible, and why?


The Entrepreneurial Vocation
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I. The Entrepreneurial Vocation

One may say, without fear of contradiction, that prejudice against minorities is unpopular in modern society. And with good reason: the idea that people are judged merely by the group that they happen to belong to, without any regard for their person and individual qualities, is properly odious to anyone with moral sensibilities.

Yet despite this laudable attitude prevalent throughout the popular culture, there remains one minority group upon which an unofficial open-season has been declared: the entrepreneur!

One sees evidence of this prejudice everywhere about us, and one need only look at the popular culture’s means of communications to see the prejudice made abundantly clear. Consider the books (say of Dickens or Sinclair Lewis), television programs (like Dallas or Dynasty), films (China Syndrome, Wall Street, or even some versions of A Christmas Carol), cartoons strips (like “Doonesberry”) and even sermons that you’ve heard in which the business person is depicted. Meditate on the image that is being projected.1 Does even one positive image emerge?

Even when opinion makers, especially moral leaders, are not occupied with denouncing the “rapacious appetite” and “obscene and conspicuous consumption” of these capitalists, the best one comes to expect of them is that they might tolerate business merely as a necessary evil which is in need of a broad and complicated network of controls in order to force it to serve human needs. And this is, all too often, the attitude of even capitalism’s friends! In this presentation I hope to offer a differing point of view.

My particular concern here is the prevalent bias against capitalism among religious leaders. Why the negative attitude of entrepreneurs on the part of religious leaders? Not very long ago an article of mine was published in the Wall Street Journal in which I criticized the anti-free market sentiments of the Sandinista regime in Nicaragua. I pointed to this bias as the primary reason that the nation was suffering from heartrending poverty. A very curious thing began to happen the next day. I began to receive phone calls from people all throughout the U.S. The strange thing about this series of phone callers was the similar profile they shared. After some perfunctory remarks about Nicaragua, I found that most of these callers really weren’t interested in talking about Latin America at all. Each was a relatively successful business person; each had deep moral and religious convictions; and each of them was utterly astounded that a Catholic priest would explicitly defend the free market as a morally preferable system.

These people represented a variety of Christian traditions and told me that they each felt disenfranchised and alienated from their churches. I recall one man in particular, who described himself as a conservative Catholic, saying that he no longer attended Mass because he refused to sit and be condemned from the pulpit for his business skills.

A recent book by former Ambassador Michael Novak tells of his experience at a conference on economics where a group of Latin American priests were participants. The conference went for several days during which time cogent and fact filled arguments were presented demonstrating the ways in which a free economy can lift the poor from poverty by the production of wealth. The priests said nothing until the final day of the conference. Mr. Novak recounts the experience: “At the last session of what had been a happy seminar, one of the priests arose to say that his colleagues had assembled the night before and asked him to make a statement on their behalf….” “We have,” he said, “greatly enjoyed this week. We have learned a great deal. We see very well that capitalism is the most effective means of producing wealth, and even that it distributes wealth more broadly and more evenly than the economic systems we see in Latin America. But we still think that Capitalism is an immoral system.”2

My guess is that many of you sitting here have heard similar things in your congregations. Why does this state of affairs exist? Why is it that the very best you business people get to hear from a religious leader so often is, “Well, the way to redeem yourself is to give us your money”? Why does there appear to be such ignorance on the part of clergy and religious leaders about the realities of the market and how it operates, and its moral basis?

One very obvious reason is the sheer lack of any course in virtually all the seminaries I am acquainted with, in economics. This, of course, has not deterred religious leaders from pronouncing on economic matters.

In addition to this intellectual gap, there is a practical gap. There seems to be such a gap between religious leaders and business people in their understanding of market operations because the two groups tend to operate out of two very different worlds and proceed from two very different sets of assumptions. It is as though business people and those who work for the church employ two different models in their day-to-day operations—and indeed they do.

It will help to bridge this gap by proving the religious model and the business model briefly. Simply put, people who work in the church operate from a distributivist economic model. By this I mean that on Sunday morning a collection basket is passed. On Monday the bills are paid, acts of charity are attended to, etc. If Sunday collections come up short on a regular basis, making it difficult to pay the bills, most preachers begin to turn up the screws a notch or two and lay on another layer of guilt. Thus, in the minds of many clergy, the economic world they see is like a pie that is in need of being divided up. They view the world of money as static, so in order for one to obtain a larger piece of that pie, it will be necessary for someone else to get a somewhat smaller piece.

Now the business person operates from a very different model. The entrepreneur talks of making money, not collecting it. In other words, for the business person, who must consider the needs, wants and desires of the consumer, the way to get money is to offer something of value. The world of money for these people is dynamic. It is this process, which we call the free market that is responsible for the “wealth of nations,” a phrase associated in the popular mind with the title of Adam Smith’s classic book, but which was first employed in the Book of Isaiah (60:5).

Let me be clear that I am not advocating that religion adopt a bottom line mentality with regard to its mission. There are some matters which simply do not fit within an economic calculus and which cannot be evaluated in terms of “dollar and cents.” What I am saying, however, is that before religious leaders choose to pronounce on economic matters, they do well to become informed.

Another factor that plays into the hostility one frequently encounters regarding capitalism in religious circles comes from a noble, if mistaken, source. Many religious leaders spend a great deal of their lives confronting the wretchedness of poverty in close proximity. Anyone here who has traveled in Third World countries knows the cry of the human heart that yells “Stop!” when confronted with such human misery. Unnecessary poverty angers us, and we want to put an end to it. This sentiment is an exactly proper Christian sentiment.

The problem results when this sentiment is combined with the economic ignorance I described previously. When this happens the cry against poverty is easily converted into a rage against wealth, which, while understandable, is ill-informed and even deadly. It is deadly because it fails to see that the amelioration of poverty can only be achieved by the production of wealth. It is deadly because it seeks to kill the goose that will lay the golden egg; indeed, it will kill the goose that will hatch other golden-egg-laying geese!

II. Toward a Positive View of Entrepreneurial Activity

As the lady in the musical once said, let’s begin at the very beginning, which is a very good place to start. And, I don’t mean our Do Re Mes, I mean the book of Genesis and the creation of the world.

A. The Creation

I am sure that you all know the dramatic account of God making the heavens and the earth, the ocean and the dry land, the stars of the heavens, all of the creeping things of the earth, and finally the apex of his creation: Man and Woman. Do you recall God’s reaction after each act of creation? Over six times on the first page of Scripture one refrain is repeated over and over again: “God saw that it was good.”

This view of the created order, specifically the goodness of the material world that God made, has not been accepted without controversy, even within the Christian tradition. When we look back into the first centuries of Christianity we see that a movement developed which regarded that material world as fundamentally evil, created by a demigod. This movement was known as Gnosticism, and the Gnostic impulse has surfaced and resurfaced under many guises throughout Christian history.

B. The Incarnation

Of course, no orthodox Christian can be agnostic, if for no other reason than the fact of the Incarnation of Christ. The Incarnation is the breaking into human history of the Divine. We Christians believe that it is through the Incarnation that God has elected to reconcile the world to Himself.

The implications of this are astounding, and throughout history, believers have been uncomfortable with them. In the fourth century the Arians believed that Jesus was certainly man; so much did they believe that Jesus was man that they could not bring themselves to believe that he was God; in the second century the Docetists believed that Jesus was divine; so much did they believe Jesus was divine that they couldn’t bring themselves to believe that he was really man.

In the face of these two errors, what Scripture scholar Raymond Brown calls “the Great Church,” pronounced that Jesus was both God and man, thus showing that the Incarnation radically accomplishes the creation, enabling the creation to discover its meaning. Jesus is true God and true man; authentic anthropology, then, is Christology; for, to use the words of the Second Vatican Council and the present Pope, it is “Christ the Redeemer” who “fully reveals man to himself.”3

C. Two Approaches

I have taken us on this rather technical theological excursion because, in a real sense, it is the fundamental goodness of this material dimension of human existence that is at the root of the conflict over the morality of capitalism, the free market and what I call, the entrepreneurial vocation. There are two potential mistakes that can develop with regard to the proper relation of the human person to the material world. Both stem from the Gnostic-inspired view that sees the material world as evil and unrelated to spirituality.

The first view reasons that because all matter is evil, its possession and use is likewise evil. Throughout the centuries this tendency has recurred in various forms; from radical proponents of apostolic poverty like the Spiritual Franciscans of the middle ages to the Marxist inspired Liberation Theologians of today. For these, poverty is the only way to spirituality (unlike other orders that take a vow of poverty who say only that God is calling them to poverty, not everyone). The implication here is that wealth is axiomatically sinful, and that the wealthy must be relieved of their money in order to be absolved from their sin.

A second branch from the same root takes an opposite twist. This is seen in what are called the “Prosperity Gospel” people. They say that wealth is a sign of God’s blessing, and that poverty is a result of sin. An appreciation of the balanced view of man’s relation to the material world held by the majority of Christians throughout the ages can offer a corrective to such imbalances.

D. The Uniqueness of Human Nature

An entrepreneur is a kind of impressairo, one who organizes numerous factors, and brings things into connection so as to produce. It is this creative aspect of the entrepreneur that is so akin to God’s creative activity as we read it in the book of Genesis. In this sense, I would argue, the entrepreneur participates in that call to productivity that God gives to the whole human race. It is a distinct call, this entrepreneurial vocation, to be sure, like that of being a parent. But if it is not quite as sublime as, say, Motherhood, the keenness of insight required of the entrepreneur remains sacred.

In order to carry out this creative enterprise, the entrepreneur must have access to the material factors of production; he must be permitted to acquire and trade property. Santayana once said, “to be is to be something in particular,” and it is with this focus that we can explore what it is about humans that justifies their having rights, specifically the right to private property. One thing that the human person is “in particular” is a concrete body which puts the human person into some kind of relation with the material order, as noted above. Observe how humans are related to the material way uniquely different than are animals. Animals are bound to things by instinct; humans are related to things by reason, and this is the other thing that humans are in particular: We are self-reflecting, thinking beings who survive by the use of our reason. The mind is the predominant element which makes humans distinctly human. (The fact that some humans have a diminished capacity to reason in no way changes the fact that human nature has this rational component.) Thus, we are generically and essentially distinct from the animal which cannot reason.

The rational relationship between the human person and nature is what gives rise to property. It is our capacity to reason, our rational faculty, which causes us to relate to the material order in a way that is more than immediate and temporary: our relation to the material is, rather, general and permanent. Stability and permanency are the expression in time of the universality of the relationship of humans to things. Nor is ours merely a relationship of consumption, but possession and production.

Property is the foundation and context of this relationship. By the relationship of the human person to nature, we leave the imprint of our individuality upon nature by means of the time, effort, and ability we extend which in turn produces wealth and property. Wealth and property do not exist in a state of nature, where Hobbes said, “life is brutish, mean, nasty and short; red in claw and tooth.” They come into existence only when people place value on things. This is seen in that black, sticky, smelly, unpleasant substance that was mostly an annoyance until a way was found to process and refine it in such a way that petroleum was produced.

When seen in this light, property rights are really an expression and a safeguard to personal rights. The defense of the right to property, then, ought not be seen as the defense of detached material objects in themselves, but of the dignity, liberty and very nature of the human person who, to allude to John Locke, has mixed his labor with nature to produce property. The right to property, then, is an extension and exercise of human rights.

Perhaps the greatest economist of this century, Lugwig von Mises, drew the connection between economic and personal liberty very clearly when he said, “Choosing determines all human decisions. In making his choice man chooses not only between various material things and services. All human values are offered for option.”

Another writer put it this way: “Choice is fundamental to economics because it is fundamental to the moral nature of man. It is crucial to recall that before becoming what some have called “the first economist,” Adam Smith was a moral philosopher. Although he authored the famous Wealth of Nations, which I mentioned earlier, few people realize that its companion work is entitled Theory of Moral Sentiments.

III. The Sanctity of the Entrepreneurial Vocation

The total dynamism of the Christian life of necessity encompasses the material order—including the world of business and finance—by virtue of the Creation and the Incarnation, as outlined above. There are two popular but mistaken views of the role of the laity in the Christian vocation of the apostolate. One view implies that if you can’t be a full-time minister or priest you have to settle for second best; the second view says that if you can’t be a full-time minister or priest your call is to pay the bills, which your business will enable you to do.

I remember when I was a seminarian assigned to work one summer in Austin, Texas I met a lady who asked why I wanted to become a priest (never an easy question to answer). As we drove along the freeway with the top down she appeared to be in a nostalgic mood and said, “My husband had a vocation once, and then he met me.”

This view seems to assume that lay people don’t really have vocations, but that they do the best they can under the circumstances. Or, if they do have vocations, this view tends to think that it is less than, and inferior to that of the full-time missionary.

A second view that firmly believes that business people have a defined and God-appointed vocation, I believe is equally problematic. Simply put, this view sees the task of the business person as paying the bills that the clergy run up. These views are superficial, as are my descriptions of them, yet they both have some truth to them, even while they essentially lack depth.

Of course the vocation of the business person is different than that of the ordained minister, in much the same way that the vocation of being a mother is distinct from being a father. Likewise, it is the responsibility of lay people to make possible the practical dimensions of the apostolate, even as it is the responsibility for the clergy to do the same. The manner in which each fulfills that vocation will depend upon the concrete circumstances of the individuals involved.

To hear some people speak you would get the impression that the vocation of the entrepreneur is somehow prompted by the shortage of priests, or ministers, or missionaries, which would mean, of course, that if there were no shortage, the laity would have nothing to do with the Church’s apostolate. I am reminded here of a conversation that my spiritual mentor Cardinal Newman had with Bishop Ullathorne over 100 years ago. The bishop is reported as having bemoaned, somewhat haughtily, “The laity, the laity. What are the laity?” To which Newman replied, “Without them, my lord, the hierarchy would look rather foolish.”

You see, the vocation of the business person, the vocation of those who have the talent to produce wealth, to use their abilities to build the kingdom of God in conjunction with their leaders, is nothing new. The vocation of the laity, Yves Congar reminds us in his classic work Lay People in the Church, “existed from the beginning of the Church, and today it takes new forms, better adapted to the present era.”4 We must find new ways to present, Isaac Hecker (founder of the Paulist Fathers) once said, “Old truths in new forms”—ways to reproduce, consecrate and give new qualification to the apostolic already incumbent upon the faithful by virtue of the sacrament of initiation: Baptism and confirmation.

The challenge, then, is not so much to bring Christ with us into our work, but to discover his presence already there, precisely through the natural order that he created in the first instance, because, of course, God is no stranger to the world he made. The task of the lay person, the special challenge of the entrepreneur, is to allow grace to “build upon nature,” as Aquinas tells us.

The task is less one of “Christianizing” as much as it is to “Christoffinalize.” We are called to bring our fullest potential to all that God has gifted us with. The great philosopher Etienne Gilson said it much better than I ever could. Permit me to quote him at length:


If one wants to practice science for God’s sake, the first condition is to practice it for its own sake, or as if for its own sake, because that it is the only way to learn it…. It is the same with an art: one must have it before one can put it to God’s service. We are told that faith built the medieval cathedrals: no doubt, but faith would not have built anything had there been no architects and craftsmen. If it be true that the west front of Notre Dame is a raising of the soul to God, that does not prevent its being a geometrical composition as well: to build a front that will be an act of charity, one must first understand geometry. We … who acclaim the high worth of nature because it is God’s work, should show our respect for it by taking as our first rule of action that piety is never a substitute for technique; for technique is that without which the most fervent piety is powerless to make use of nature for God’s sake. Nothing and nobody obliges a Christian to occupy himself with science, art or philosophy, for there is no lack of other ways of serving God; but if he has chosen this way of serving him, the end he puts before himself obliges him to excel; the very intention that guides him compels him to be a good scholar, a good philosopher, a good artist: it is the only way he can become a good servant.5



What does this call mean to those of you in the vocation of enterprise? It will mean that you must strive to be more fully what you are, to display more fully the virtue of inventiveness; to act more boldly with the virtue of creativity; to continue to be other-regarding as you anticipate market demands, as you develop in yourselves and school others in the virtue of thrift; not to merely share your wealth with those in need, but to tutor others, by your example and your mentorship, how to become independent and to produce wealth themselves.

Your entrepreneurial vocation will require of you that you continue to be watchful practitioners in the art of discovery, for by it you will create employment opportunities for those who would otherwise go without. In a reflection on the faith dimensions of the American economy, a group of leading lay people penned these lines: “By themselves brilliant ideas do not serve humankind; to be brought into service to man, they must be transformed through complex processes of design and production. The talent to perform this transformation is as rare and as humanly precious as talent in any other field.”6

In the pursuit of your vocation you will be tempted in many ways. You may be tempted to give up and think that the sometimes mundane world of finances, business and materialism has no spiritual dimension or meaning. Or perhaps you will be tempted in the opposite direction: to think that all that matters is the bottom line, and that no other values can have any bearing.

In those moments, this priest prays that you will remember the Incarnation, and the cost that was paid by the Son of God in that freely chosen action to enter the material world and to sanctify it. In those moments, when you are buffeted, when you are judged and condemned, and when even those you’d hoped would offer understanding, guidance and support seek to intervene into your creative endeavor, I urge you to remember the Parable of the Talents and be refreshed.

Know that it is God who has entrusted you with His talents, and that he expects you to be industrious with them; to be productive with them; to be creative with them.

If you will be faithful to this sacred call, then He shall say to you, on that Great Day when all wrongs will be made right, what He said to those servants in Matthew’s Gospel: “Well done, good and faithful servant; you have shown yourself faithful in small ways … come and join your master’s happiness” (chapter 25).
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Questions for Discussion:

1. Do you agree with Sirico in the way he sees business, especially entrepeneurial activity, as a “sacred” vocation? Why or why not?

2. Do you agree with Sirico that churches and businesses operate under very different views of money?


Tough Business: In Deep, Swift Waters

Steve Brinn

Vocatio 2, no. 2 (July 1999): 3–6. Copyright © 1999.



“Tough business” is the stuff that causes us to say, “There must be a fifth solution to this, because the first four stink.” Or it causes us to say, “God, I don’t really know the right answer—I see a range of options and not one of them gives me any comfort that I know the right thing to do.” Put yet another way, tough business is the kind of business engagement that, in spite of our very best effort, causes some other Christian bystander to say, “And she considers herself a Christian!”

Tough business is a tough road to travel. Still, Christ calls many of his followers to this journey. More pilgrims on this path should talk honestly about our experiences, including fears and failures. To that end, I would like to address three “tough business” questions.

Why Not Tough Business?

The first question is “Why shouldn’t Christians be up to their ears in tough stuff—and aren’t most of our reasons for shying away from it shallow or false?”

From the time I entered business more than 22 years ago, Christ to me has been a model of engagement. Dangerous engagement in life, where there was high exposure with questionable people and complicated issues, entailing prospects for great conflict and trouble. Christ’s invitation to be like him led me, in the business context, from safe harbors to open water. Do we, as Christians, belong out there, where we are bound, often, to get wet?

I row a scull. Usually novice rowers, on a river, will cleave to the shore. The water is shallower there, and the currents are less strong. By custom, rowers on one side of the river row upstream and on the other side downstream, so collisions are far less likely. Should you pitch out of your boat, by chance, the swim to shore is easier. All in all, it is a place to begin, with much less exposure than out in the middle.

As rowers progress, they are challenged to move to deeper water. They do this because the shortest, fastest run is down the middle of a river; there, the current is swifter. Rowers are moving in both directions, so the chance for collision is greater (especially as scullers face backward!) and, if you go for a swim, it is much further away to the safety of the shore.

If Jesus were a rower, he would move to deeper water as his skills progressed. If Jesus were a businessman, he would get his feet down and learn the basics. Then he would push out and take his faith to the place where the action is. But is this what Christians do? Too often, I think, people come into the church, experience its safe harbor—and then just stay there, rather than moving out in faith. This is true in every direction. And it seems to be very true in the case of Christians in the marketplace.

Why is this? I suppose the reasons are as diverse as people in the church. But it seems clear that for many people of faith stepping into business at all is stepping into Babylon, and “less is better.” In this spirit, Christians may steer away from large-stakes, fast-paced transactional situations, controversy, or exposure by their selection of employment—or by their response to team members, if these circumstances arise.

Here is an example of these predicaments from my own experience. Some years ago, just after I joined the company where I am now a senior executive, it came to my attention that one of our associates was proposing a deal involving our property on a river and riverboat gambling. I was stunned and unsure what to do. Though I do not believe gambling to be a categorical sin, participating in a gaming enterprise even indirectly was about the last thing under heaven I would choose to do.

Tough business situation: Do I (1) resign, (2) threaten to resign if the proposal is adopted or (3) keep my place at the table and express my own strong reservation, using my business sense as well as my moral convictions, and see how things actually develop?

I chose option (3). Another executive who is a Christian immediately resigned from his position as CFO and from the board in order to “hear no evil,” and, presumably, avoid participating directly in one.

As things played out over months, I was teased as a prude, told of my hypocrisy, and accused of worrying about my reputation. But I held my ground, asked tough-minded questions about the durability of the business, the business implications, and the involvement in gaming and how it fit with the core principles of our company. In the end, the deal faded—and the proponent left the company.

The moral of the story isn’t that, if you stay at the wheel and don’t abandon ship bad things won’t happen. (I’ve stayed at the wheel other times, and the thing I disliked still came to pass.) But it does illustrate how I was able to retain a vote, while my colleague surrendered his chair and, in my view, made it even more difficult for our shared objections to be spoken with greatest force.

I think Christ wanted my voice in that discussion. What’s more, I think he wants our voices in many “tough business” exchanges which may never have ideal outcomes, but only relatively better rather than worse results in the best case. But Christians shy away from these situations, consciously and subconsciously every day. They abdicate the role and think they are avoiding the chance of failure and sin. In the past few years, I’ve come to see that this crucible, this highwire act of being in but not of the world, just can’t be avoided. We all face it, in different roles. And counting degrees is only within the ken of God himself.

This last point is crucial. For 20 years I have struggled to reconcile my heart for heaven with the reality of the work world and its chances and outcomes. I could never put them together! I never experienced resolution of the tension, and therefore thought I was in the wrong place, which led me to consider career changes, new tactics, different decision-making strategies, and leaving the marketplace altogether! Then it finally struck me: We are children of God living our lives in a world hostile to our Father, and we are never in our lifetime going to experience a resolution of the conflict between the Kingdom of God and the powers of this earth. In other words, this is not heaven—but we are not in the wrong place.

Jesus incarnated this truth. Wherever he went, the will of heaven and the will of the world confronted each other, kicking up all kinds of disturbances and storms. Our lives will, in a fractional way, resemble His walk. Tough business is a place where heaven and earth meet and tussle just like any other point we occupy. Some of us are called to be there, working in the tensions that will only be resolved in glory.

Avoiding tough business out of concern for our reputation is ungodly, if we are called to the role by God. Abdicating the role is also a false solution if we do so to escape the tension basic to our existence, between the will of God and the powers controlling this world. (There is no place really to escape it!) Finally, though there is little support for, or understanding of, tough business in the church, the church’s failure in this area is not an excuse for shunning God’s call.

Christians should be right in the middle of tough business, as followers of the one true God. Who better to make tough choices without any good outcomes?

Where God Is

The second question worth pondering is: “Will God meet us there?”

Obviously, from what already has been said, the answer is “Yes!” God calls many Christians into these situations. Followers of Jesus aren’t supposed to go spoiling for trouble, but if we put our oars into deeper water we are going to get drawn into situations involving pain, disappointment, and compromise. Other believers may end up saying “And he calls himself a Christian!”

To judge from church practices, there is little grace available to followers of Jesus who understand their calling to be tough business. Much in church is said about the difficulties of marriage and family, health, aging and poverty, and as to those things words and symbols all say grace abounds. But what about reducing, but not stopping, adverse impacts of logging, or providing two weeks rather than one week of severance pay to 100 people laid off in a corporate restructuring? Are these kinds of issues ever the stuff of group prayer? Do sermons ever recognize the compromises all of us who are in the marketplace face daily? When they do, do they provide assurances that our work has meaning—and when we fail, that we may receive grace? Sadly, across the church, these supports for marketplace Christians are lacking.

Oddly, we may feel more confidence in God’s mercy toward the penitent assassin than the slick but reportedly reborn casino manager. Yet the God who can wash cardinal sins white as snow is more than capable of forgiving the businesswoman implicated in a corporate injury to a third party resulting from a breached contract! And despite the compunctions about business in the North American church today, church-goers who do engage in business can receive both God’s guidance and forgiveness as they wrestle with limited options, misinformation and misunderstanding, the painful reality of scarce resources and the zero-sum games endlessly played out in a competitive economy. God will meet Christians in the crucible of tough business as often as they follow Him there in faith.

C. Everett Koop, the former Surgeon General of the United States, once commented that his most painful injuries, while attempting with all his heart to perform his best in office as a person of faith, arose from the vicious insults of Christian critics. Those of us who follow Jesus, who always push into deep water, should thank God when we see a person of faith tackling tough jobs in the marketplace or in government. And we should hope for their courage, wisdom and perseverance, rather than thinking the worst and attacking like jackals.

We have a long way to go. God is already there, waiting for us.

Tips and Tools

It is dangerous to prescribe any nostrum for the troubles confronted in tough business. But we all learn lessons that may be helpful to other pilgrims. So here are a few my own life freely offers the reader:


	We should figuratively stand on our heads every morning, to remember all the mystery in the world before we enter the 20th century business realm, which is so much predicated on science and efficiency. In fact, the daily sacrament of this kind of irreverence on the way into the office gets us oriented toward heaven’s part in all that will face us the rest of the day, no matter how mundane or hopelessly separated from heaven itself.

	Read fairy tales. This is a complement to standing on one’s head. Fairy tales defy limits. Up can suddenly meet down. Animals can talk. And, if we restore our belief in heaven’s ability to exceed all rules, we start to lift our sights away from the way it is done, to truly be “in, but not of” the world in which we are working. Deals, then, can be at least partly shaped by mercy. Hopes for improving a hopelessly tarnished prospect may not be abandoned, but rather rekindled. Nothing is ever completely over when we look at things through the eyes of faith. Fairy tales help restore the child, even in business people.

	Don’t flee from the scenes of your failure. Christian businesspeople hate failures as much as anyone, and perhaps more, because we feel called to results not achievable in this lifetime. It is tempting to sweep our failures out of sight and rush on to the next challenge. Yet, by admitting our shortcomings and experiencing forgiveness for them, we find our relationship with God in tough business grows. And He will give us new visions, which often grow out of the ashes of our failures.

	Give yourself time. It takes time to find out what really is your calling, and then to learn the ropes. This may take decades. I am 46 and just beginning to get a clearer sense of the gifts I’ve been given and where to put them to work.

	Beware of life-style enclaves. Just like every other “group” in our society, business folks tend to hang out too much with each other. Find friends who aren’t called to tough business and let your world overlap with theirs. Both of you will be better off.

	Join a revolutionary movement at some point. Sooner or later business causes anyone to become established, just as professional ministry does. Do something that shocks your friends and tests your own fences.

	Never give up on things that matter. God doesn’t. Why should we?

	Finally, carry a token. It will go with you into the marketplace and call you back to the memory of God when you would least expect it.



I imagine that many of you soon will be in the knot-hole of tough business again, alone and wondering why you can’t build a bridge that really works between heaven and earth. That’s not your job. That job belongs to Jesus. But my prayer is that He will meet you in the bind, give you courage and wisdom there, and heal your wounds and worries as you stay in the world, where you are meant to be, as salt and light.


Questions for Discussion:

1. What does Brinn mean by “tough business”?

2. What would you have done if your company were considering the property deal that involved riverboat gambling?

3. How do you balance Brinn’s notion of tough business with the command to “keep oneself from being polluted by the world” (James 1:27)?

CASE STUDIES

Case 2.1: Business as a Calling

The following discussion takes place over lunch:

Student #1: I heard a thought-provoking guest speaker in one of my classes today. He issued a direct challenge to all business majors or those intending to go into business after graduation, asking, “Why don’t you forget about profit and do something meaningful with your life?” I have often wondered about the same thing. Since business is based on capitalism, and capitalism is rooted in greed (the pursuit of profit), the whole realm seems to be corrupt. How can you justify majoring in something like business (or intend to go into business)? Business is so corrupt that you have to give up trying to be ethical in order to succeed! In fact, I’ve heard that an old saying in business is “Do unto others before they do unto you!”

Student #2: Hey, wait a minute! Business is a legitimate calling! Lots of people make a real difference in the world through their involvement in it. An elder at my church owns a medium-sized business, and he seems to be able to uphold sound ethics. The difference he makes in our community and in the lives of his employees is significant. He also gives a lot of money away to charitable causes. Without earning a profit, he couldn’t do these things.

Student #1: Maybe so, but I look at most of my friends in business, and I can’t see much good that they are doing in the world. Sure, some of them get to talk about their faith, and most even give away some of their income, but this fact alone doesn’t justify what they do to earn it. If a mobster donated money to charity, would that make the means by which he acquired it acceptable? To me, the moral nature of the work itself has to stand on its own merits. My roommate from last year graduated and took a job in the marketing department of a company that operates a chain of fancy executive gadget stores. All he does is contribute to crass consumerism by working for a company that gets people to buy stuff they don’t really need!

I can’t see how God would call anyone to the profit-oriented business world when there are so many other needs around us. I think Christians who are sincere about serving God should go into work that has more direct social benefits. It’s in these other lines of work that one can see God’s grace in the world.

Question for Discussion:

Now it’s your turn to respond. Based on the selections in this chapter, how would you answer? Is your friend correct in his assumptions about the nature of business (greedy and crass) and whether or not it can be a legitimate calling?

Case 2.2: The Assignment

Upon graduation from college, Sarah takes a position at a small firm (20 employees) that specializes in Web design and management services for business clients. Sarah loves both the work that she does and her place of employment. The owners of the company have treated her well, and her co-workers are very collegial and fun to be around.

After nine months on the job, she is given the opportunity to take the lead role on a project for a new client that everyone around the firm has referred to as “the big Kahuna.” It’s an honor to be asked to take this role since it is very clear that if this client is impressed with the work done on the initial project much more work may be directed to the firm.

Sarah is well aware of the positive light in which senior executives of the firm view her and the career opportunities presented by being asked to lead the design team on this particular project. However, the nature of the client company’s business and some of its past marketing campaigns are troubling to her. The company is a leading apparel manufacturer and retailer that has sought to create an edgy, somewhat rebellious image. One marketing campaign, which used posters in dormitories and full page ads in college newspapers, featured “drinking games” and “party drink” mixes, prompting some activists to accuse the company of encouraging under-age drinking. While the company was initially concerned about the negative publicity, clothing sales actually increased.

At an initial conceptual design meeting, Sarah meets marketing executives from the client company who express their desire for a website that “attracts a lot of traffic by capitalizing on the brand identity and image we have worked so hard to successfully create.” After the meeting, Sarah meets with a senior executive of her firm named Lynn, a seasoned veteran of the advertising industry who has served as an informal mentor to Sarah. She shares with Lynn that this assignment is especially giving her trouble because her cousin was killed a few years ago in a car accident in which under-age drinking was involved.

Lynn replies, “I understand your reservations, Sarah, but consider the positive impact you can make on the campaign. Someone will end up directing the design work. It may as well be someone with a conscience. For years I worked on ad campaigns for a tobacco company and was able to help curb some possible ‘spill-over’ that would have impacted kids. I suggest you accept the assignment.”

Question for Discussion:

In light of concepts developed in this chapter, should Sarah accept the assignment? Why or why not?

COMMENTARY

Integrative Perspectives: Christian Engagement in Business

The weight of historical Christian thought seems to lean against wholehearted participation in business. Comments such as those by Augustine and Tertullian cited in this chapter’s introduction portray commerce as “worldly” and unsanctified. Since many of these types of negative sentiments were written within the context of premodern economies, which were essentially zero-sum in nature, they are understandable.

Even today, however, Christian involvement in business is still viewed with skepticism. At best, business is commonly seen as a means of supporting the “real” work of the church. This is reflected in the fact that many Christian businesspeople justify their involvement in business by citing opportunities for evangelism or by what they do “on the side,” whether it is volunteering, giving money, or going out of their way to assist a troubled colleague or employee. In contrast, they have difficulty explaining how business activity by itself can be proper “kingdom” work. Current headlines and negative portrayals of business only contribute to nagging suspicions that business is spiritually suspect work.

The commercial marketplace is often seen as a murky realm fraught with values and activities that run counter to traditional Christian ethics. Practices that appear essential for success, such as hiding negative aspects of products, ruthlessly undermining the competition, and eliminating jobs held by people who need employment, are difficult to reconcile with values such as honesty, civility, and compassion. Such negative depictions of the marketplace are troublesome for those attempting to live their lives under the guidance of Christian ethics.

If negative anecdotal depictions and recent headlines about corporate conduct tell the whole story, the case for business as a legitimate calling would undoubtedly be difficult to make. However, even if business were as dark and “fallen” as portrayed, this alone may not be reason enough to abandon it as a place of Christian engagement. In “Tough Business: In Deep, Swift Waters” Steve Brinn insightfully points out that Christians should be at the forefront of business because (and not despite the fact that) moral tensions exist.

Furthermore, pessimistic accounts of business, though common, may not present a comprehensive or truthful picture. As Robert Sirico eloquently states in “The Entrepreneurial Vocation,” “Christ is no stranger to the world he has created.” To some degree, the world of business already bears the imprint of the goodness of its creator. For example, sound ethics in business are probably more the rule than the exception. Underneath the headlining scandals (which make for high entertainment value), an efficient economy rests upon a largely invisible but solid moral foundation. Since it is largely taken for granted, we are most aware of this foundation when it is undermined. Indeed, recent stock market declines perpetuated by corporate accounting scandals remind us of the existing but fragile trust needed to buoy an efficient economy.

Furthermore, good ethics, in some cases, make sound long-term financial sense. Although not a guarantee or a proper motive for ethical behavior, a reputation for honesty can be a strategic asset. While far from aligned (the tendency of Type 2 in “Christ and Business”), there is undoubtedly some degree of overlap between Christian values and most common business practices.

If, in fact, these more optimistic accounts are true, and Christian values are woven to some extent into the fabric of business, eager participation in business is far less problematic. However, a proper theology of business and cultural engagement must move well beyond the mere avoidance of evil and into a deeper realization of how economic activity may be a “calling” that directly participates in God’s work in the world.

The primary or general calling of all Christians is to live a godly life. In addition, Christians may have specific callings into occupations, many of which are “worldly” in nature. In contrast to the view widely held during the medieval period, in which only clergy and monks were called, the Protestant Reformers (and many subsequent scholars) have pointed out that since all of creation is the theater for God’s glory, all biblically lawful work can serve as a legitimate vocation.

On what basis can business be considered a specific calling? First, business activity can help fulfill the creation mandate given in Genesis 1:26–28, which contains community ordering and co-creativity with God as key components. Theologian R. Paul Stevens has pointed out that the creation mandate has been tragically separated from the Great Commission, leading to the erroneous conclusion that evangelism is all that matters.3


3 R. Paul Stevens, “The Marketplace: Mission Field or Mission?” Crux 37, no. 3 (September 2001): 11.




Second, business is one means by which God provides for his people. Business provides goods and services, creates employment opportunities, and with market capitalism’s unique ability to create new wealth, may (if properly done) be the best means of mitigating poverty in the world.

Third, one’s work in business may reflect two other related and important but generally under-emphasized theological concepts. Theologian Miroslav Volf makes a strong case that one’s calling is an outworking of spiritual giftedness (pneumatological) and a means of active participation in God’s transforming work of the world in preparation for the new creation (eschatological).4


4 Miroslav Volf, Work in the Spirit: Toward a Theology of Work (Oxford: Oxford University Press, 1991).



While each of the “types” presented in the essay “Christ and Business” contribute important insights, Type 5, “Christ the Transformer of Business,” is most helpful in terms of giving us a proper understanding of Christian engagement with business. It both acknowledges the fallen nature of business and its institutions and recognizes God’s work in transforming and redeeming the world he created. Christians then bear a significant responsibility to participate in business (and other parts of culture) in order to contribute to this transformative agenda.5


5 For a more complete discussion of this idea, see James Skillen, “Conclusion” in Bob Goudzwaard, Globalization and the Kingdom of God (Grand Rapids: Baker, 2001).



A Multifaceted Calling


Especially since it is a highly influential part of our culture, business should be viewed as a legitimate place of calling for Christians. If Christians were simply to pull out of stained parts of the culture, the invariable course would be further decline. A strategy of withdrawal also neglects the fact that there are no “pure” venues in which one can participate. The whole world bears the staining effect of the Fall.

This is not to say that every part of business is in need of transformation. With respect to practices and areas of commerce that already reflect Christian values, the task is to uphold and promote them. Neither is it correct to state that Christians can or should be involved in every aspect of business. Clearly, some values, practices, and even some entire industries would be more appropriately engaged and changed through external “prophetic” means, such as withdrawal and/or modeling a different way of thinking and acting.

Business activity should not be seen as second class in terms of its spiritual value if proper aims and motives are kept in mind. In fact, it should be seen as a legitimate and important calling and as a proper venue to exercise one’s giftedness and, above all, to advance God’s kingdom on earth by serving others.




End of sample
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