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Preface

This book is written primarily for educators, by an educator, to clarify the founda-
tions, aims, and means of teaching business ethics. The primary audiences are those
who write the textbooks, teach the courses, and design the programs in business
ethics and management. More broadly, the pragmatic nature of this essay makes it
useful to leaders in business, public life, and higher education concerned with pub-
lic responsibilities across the full range of industries, professions, and administra-
tion. As an exercise in public philosophy, the concerns and themes raised here have
broad implications for public life. It is not written as a textbook, yet students in
business, public administration, and applied ethics will find very helpful back-
ground on human systems of exchange, the history of business education, the
dynamics of moral learning, methods of moral education, the requirements of ethi-
cal reasoning, and public deliberation.

The focus on business ethics as a matter of justice arose from the confluence of
two streams of experience and observation in community and workplace settings.
On the one hand, I saw the power of moral learning in social settings where relation-
ships and results mattered; on the other hand, over decades of personal experience
teaching ethics and management, I could see my efforts in education being swamped
by moral learning outside the classroom and lecture hall. It was clearly not enough
to provide a solid grasp of ethical theory and a realistic sense of contemporary
moral conflicts and challenges to inform the consciences of my students. A larger
frame of social responsibility and public accountability was needed, having both the
power of social norms and the practical utility of solving real problems.

During these same decades, my growing experience leading restorative justice
conferences and circles provided many opportunities to observe ordinary people
solving real social problems with a keen sense of justice. As I worked in the public
arena to address matters of justice—criminal offenses, community conflicts, plan-
ning, and problem solving—I noticed that the people involved were growing in
terms of personal morality at the same time as they were solving real problems and
developing clearer understandings of justice. Here was a new paradigm for moral
education as moral apprenticeship: practical, personal, and principled. From this
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viii Preface

experiential base came an understanding of justice in public affairs as the pragmatic
pursuit of the good, which is in turn the central organizing theme in this book.

The ideas, observations, and educational recommendations in this book emerged
over time in a series of presentations and articles on restorative justice, evaluation
ethics, public deliberation, and moral learning. The voice of John Dewey was strong
throughout and finally took distinctive shape in a chapter entitled, “The Pragmatic
Pursuit of the Good” in a volume edited by V. Byczkiewicz, Democracy & Education:
Collected Perspectives 2014 (Trébol Press, 2014). This essay is mostly included as
Chap. 8 in this book, plus short sections in Chaps. 3 and 10. During those same years,
this long chain of thinking appeared in several presentations on business ethics,
including a presentation at the Warsaw conference of the International Society of
Business, Economics, and Ethics (ISBEE) entitled, “Social Responsibility as a Matter
of Justice: A Proposal to Expand Business Ethics,” later published in a volume edited
by M. C. Coutinho de Arrudo and B. Rok, Understanding Ethics and Responsibilities
in a Globalizing World (Springer International Publishing, 2016). This essay has been
expanded into this book, with passages adapted for sections of Chaps. 5 and 9.

In order to convey a sense of its overlapping concerns and themes, I have given
the book a spiral structure beginning with the historical origins and ideals of busi-
ness education, working forward and outward to current concerns of business eth-
ics, leading from there to moral apprenticeship and proposals for moral formation
and ethical leadership. Each chapter has been written to capture a set of concerns
and ideas, so that it can be read on its own; taken together, the chapters present a
coherent argument for a new configuration of business ethics education.

The ideas in this book would not have been possible without my long apprentice-
ship in moral education, restorative justice, and public ethics, working and learning
under the mentorship of great community leaders and educators such as Allen
Bellas, Carol Bormann Young, Peter Eichten, John Engels, John Forliti, Roger
Israel, Paul Kaiser, Jean King, Steve Kosowski, Emmanuel Charles McCarthy,
Darcia Narvaez, Kay Pranis, James Rest, Steve Rice, Calvin Roetzel, Gene
Scapanski, John Wallace, David White, and Joel Wilson. I am especially indebted to
Michael Sher, Michael Slusser, and Lois Yellowthunder for our many conversations
and their suggestions, corrections, and critiques—as I acknowledge that all errors
and misunderstandings are my own.

Even more fundamental to my understanding of business ethics as justice was
my long and deep formation as part of a family farm business where the meaning of
morals was always practical and rooted in connections to the land, the enterprise,
and the surrounding community. I owe more than I can say to these extended
Schweigert, Geisler, and Lewandowski families who never tired of raising difficult
questions, arguing ideas and cases, and providing inspiring leadership in ethical
business operations and outcomes.

I want to thank the College of Management and Metropolitan State University
for providing a sabbatical that allowed me to read deeply into the history and phi-
losophies of business schools and business ethics education.

Minneapolis, MN, USA Francis J. Schweigert
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Chapter 1
Introduction

Abstract This chapter briefly sets forth the extended argument that business
schools should incorporate education for justice into their business and manage-
ment curriculum as the pragmatic pursuit of the good. This argument is comprised
of three central themes: that business ethics is part of business strategy, that business
ethics education must include elements of both moral formation and preparation for
public ethical leadership, and that this agenda for education is solidly founded on
critical social facts and clear philosophical ideas. Business strategy is an organiza-
tional arrangement and mobilization of means to achieve critically important ends
and purposes. These are the goods for which the business exists, not only for the
benefit of the business’s owners but for the benefit of many others involved directly
or indirectly. Consideration of the good in this larger sense is part of business strat-
egy. The pursuit of the good in this larger sense requires the formation of internal
attitudes through moral apprenticeship while engaged in the business enterprise,
and public accountability for the achievement of this good requires education in
ethical leadership. This distinction between internal moral formation and external
ethical responsibility is central to the program of business ethics proposed here. The
morals and ethics of business presented here are based on social facts reaching back
into human evolutionary history as well as current political and philosophical
assumptions. The focus of my argument is that every business exists to contribute to
the general welfare as well as to the prosperity of its owners, and business schools
should be preparing managers and owners of for-profit businesses to have the skills
and knowledge to realize this purpose.

Keywords Economic justice ® Business school * Business ethics ® Moral formation
* Social purpose

1.1 The Matter of Justice

This book is part of a large and ongoing conversation in business ethics regarding
the social obligations of business—a very long-running conversation that predates
the modern era, appearing in many ancient traditions and classical texts from the
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2 1 Introduction

Mediterranean basin eastward into South and East Asia. This conversation took a
sharper focus with the advent of industrial economies in Western Europe and North
America as concerns about working conditions, corporate monopolies, and wide
disparities in income led to movements for economic justice such as organized
labor, the social gospel, and governmental social welfare programs, as well as
socialist and communist political movements. The moral power of these reform
movements was grounded in compassion aroused by the unnecessary suffering of
many thousands of persons and families and advanced on the basis of basic human
rights, welfare, and dignity.

These reforms in the Modern Era were paralleled by developments in economic
theory incorporating social conceptions such as private property rights, the special-
ization and division of labor, a self-adjusting market by means of the price mecha-
nism, and the value of competitive self-interest as an engine for social benefit
(Fusfeld 2002). By the middle of the twentieth century, a strong defense was
mounted on behalf of business as champion of freedom, individual initiative and
responsibility, and in opposition to big government, creeping socialism, and “the
disintegration of the nation’s spiritual foundations” (Kruse 2015, p. 27). This
defense was informed by economists who saw the pursuit of profits in an open com-
petitive marketplace as the only viable route to widespread prosperity and as the
source and sustenance of individual freedom, self-advancement, and democratic
citizenship: well-known voices were F. A. Hayek (1944/2007) from Great Britain
and Ludwig von Mises (1950) in the United States, reinforced a half-generation
later by Milton Friedman (1962).

Of course there were alternative theories challenging the self-correcting nature
of the capitalist economy (Keynes 1932/2008; Polanyi 1944/2001) and its moral
benefits (Tawney 1920; Macpherson 1962). Neither side of the debate, however,
questioned that the preeminent justification for a capitalist economy lay in its con-
tributions to the general welfare. Debate centered instead on whether or not the
economy was delivering on this justification. This social welfare justification is
assumed in this book, with the intent to make the realization of this justification an
essential educational agenda for business schools, both in the general curriculum
and in business ethics education. If successful, education to achieve a just economy
would become a central preoccupation of business schools.

To specify the meaning of this aim, I offer three levels of definition: to justify the
aim, to locate the target of the aim, and to outline the means of justification. At the
most general of level of justifying the aim, I start with social institutions, as did John
Rawls, who famously wrote that, “Justice is first virtue of social institutions, as truth
is to thought” (1971, p. 3). His point was that social institutions exist for the good
of humanity, and only by fulfilling this purpose are they justified: “A theory how-
ever elegant and economical must be rejected or revised if it is untrue; likewise laws
and institutions no matter how efficient and well-arranged must be reformed or
abolished if they are unjust” (p. 3).

The target of the aim could be justice in all its dimensions and complexities, but
that would be more appropriate to a curriculum in moral philosophy than in a busi-
ness school. The part of justice that most emphatically depends upon business and
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commerce is economic: work and welfare, providing and provision. Although all
aspects of justice can be relevant within businesses and in market exchanges, eco-
nomics by definition refers to “the process or system by which goods and services
are produced, sold, and bought” (Economics 2015). This is the social institution of
greatest interest for business schools, and they have the most to contribute to its
moral justification.

The means of justification must fit the matter of justice at stake, in this case, work
and welfare in terms of goods and services. The public nature of the institution ren-
ders appeals to internal personal moral justifications alone inadequate. Moral claims
of economic justice or injustice must be relevant and realized in the public arena in
which commerce occurs, which is characterized by moral pluralism: different per-
sons might appeal to different comprehensive views of justice derived from sources
not accessible to others, such as religious, ethnic, or philosophical traditions. To
achieve the intersubjective validity that claims of justice require,

statements of justice must be able to pass the test of critical reflection and public delibera-

tion; they must be based on intersubjectively justifiable standards of justice derived from a
nonmetaphysical, universal principle. (Wettstein 2009, p. 29)

That universal principle, Wettstein proposed, was “the ideal of equal freedom for all
human beings” (p. 33). To fully examine his proposed principle would lead this
book far into moral philosophy, but it can at least be pointed out that Aristotle also
pointed to equality as central to all dimensions of justice, as did Bentham and Mill
in their definitions of utility and John Rawls in his first principle of justice.
Wettstein’s principle lies within a long-standing tradition of thought on intuitions of
justice.

Working backwards, then, claims of economic justice must be validated in the
public arena through critical reflection and public deliberation, and it is a central
purpose of business schools to prepare students to make good on these claims,
which are necessary to justify the economy as an institution—or, if not, to require
its reform.

Justice and the reforms generated by validated claims must be understood as
provisional agreement on solutions to issues or conflicts at hand. We should not
expect the same kind of gradual convergence of reasoning and evidence toward
a settled conception of the good and the truth as we see in the natural sciences.
In a pluralistic democratic regime such as ours, justice must be negotiated, and
no substantive determination of it will be final for all time and places. Conceptions
of the good can be expected to change as new evidence is discovered and new
social and personal perspectives enter the discussion. The best we can hope for
is agreement on an ordered priority of values, virtues, and evils according to
which we can construct public policy and make public investments (Hampshire
2000, p. 68).
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1.2 Business Education

To make the realization of a just economy a central aim of business schools requires
some sense of how and where it fits within the curriculum. I believe this can be
addressed from two directions: the fundamental economic functions of work and
welfare, and the specific expectations of managers.

Work is often considered instrumentally in economics as a means of acquiring
property or earning income. Moral justification then pertains to employability, the
conditions of employment, and compensation. This instrumental focus overlooks
the fact that work is also a basic source of human meaning: it is part of the creative
engagement of persons in their world and a fundamental way in which persons
come to understand themselves and to take a meaningful role in their communities
and families. It is often through work that we make ourselves who we are, as we also
make our world what it is (John Paul II 1981). Meaningful work is therefore one
essential claim in a just economy and thus a central concern of business education.

Welfare is necessary for survival, and one of the basic tasks of all communities
and societies is to provide for the general welfare. Although economic activity can
be pursued for other reasons, such as individual advancement or rivalry, those rea-
sons are subordinate to the survival and thriving of the group as a whole without
which the subordinate reasons become meaningless. In his careful study of the
implicit moral requirements of economic efficiency, Walter Schultz (2001) included
“aright to welfare” among five moral rights needed to achieve efficient outcomes in
a market economy, the other four being property rights, a right to true information,
aright to autonomy, and liberty (2001, pp. 99—-104). A right to welfare—understood
by Schultz as “commodities necessary for subsistence”—is necessary to sustain
competitive behavior, which is in turn necessary to sustain “conditions that enable
continual achievement of efficient trade” (p. 102). Schultz’s analysis tied the exter-
nally focused assessment of welfare benefits to the efficiency and therefore the
viability of the market as a whole. At the same time, it highlighted the possibility
that what looks like efficiency within the organization might undermine overall or
long-term efficiency in the marketplace.

The conflict between market efficiency and organizational advantage is reminis-
cent of the conflict Thorstein Veblen (1904/1999, 1921/2006) identified between the
machine process and the business enterprise, the former being concentrated on uni-
versal standards of technical efficiency and the accuracy of information, and the
latter concentrated on managerial efforts to increase organizational profit and com-
petitive advantage. This highlights the second direction for business schools in
working to realize a just economy: to what end do managers manage, and by what
standard is their success judged?

Rakesh Khurana answered these questions in his historical investigation of the
aims of business schools in the U.S. from their origins in the late nineteenth century
to the present, capturing the shift in purpose in the title of his study, From Higher
Aims to Hired Hands (2007). The declared purpose of business schools when they
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appeared was the induction of managers into a profession dedicated to the general
welfare.

At the center of the idea of professionalism that shaped the founding principles of American
business education was...an individual’s sense of obligation to work steadily and reliably at
a calling, to subject all of his activity to a rationalized discipline in the service of a higher
end than self-interest... It was precisely the promise that business schools would socialize
managers into a culture of professionalism—thereby legitimating managerial authority in
the face of competing claims to corporate control from the socially disruptive forces of
capital and labor—that gave rise to the university business school in the first place. The
autonomy and authority of professional managers would be rooted not only in expert
knowledge but in their obligation not to represent the interests of either owners or work-
ers—much less of themselves—but to see that the corporation contributed to the general
welfare. (Khurana 2007, p. 324)

Khurana chronicled the the expansion of the business school curriculum over the
years as scientific management, rational management, and the business disciplines
crowded out the ideals of professionalism and social responsibility. All along the
way, business schools served the social values of self-interest for students and for
their employers, acting as a credentialing and screening service for management
and socializing managerial candidates into the prevailing norms of the business
world (Buchholz 2009, p. 212).

Management toward a just economy would require integration of social needs
and goods into the curriculum, with each academic discipline directed to serving the
good of clients, consumers and the overall good of society in terms of health, human
capital, and the environment (Buchholz 2009, pp. 206-209). The meaning of mana-
gerial efficiency would be expanded from organizational advantage to include social
welfare, bridging the conflict Veblen identified between the business enterprise and
technical efficiency and contributing to the efficiency of the economy overall at the
societal level (Schultz 2001). Whether this can or must be the professionalization of
management as proposed by Khurana and Nohria (2008), business education must
move in this direction. Schools that do so could have a competitive advantage in
attracting students and placing graduates who understand the social context of busi-
ness and can manage -effectively and ethically in a pluralistic political
environment.

1.3 Business Ethics Education

The twin pillars of business ethics education have been moral formation and legal
compliance. Although ethical theory and moral formation would have a logical pri-
ority over law, education for legal compliance has a practical priority as the immedi-
ate context within which business decisions are made.

Education on legal compliance is relevant throughout business operations and
business culture through accounting and auditing, financial reporting, ethical codes,
training, risk management, public relations, legal counsel, liability insurance, human
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resource management, financial controls, board oversight, and the caution of lead-
ers. The regulatory environment of most businesses is extensive and complicated,
ranging from incentives and disincentives to penalties and criminal indictment. To
learn and follow “the rules of the game” as Milton Friedman (1970) prescribed is, in
itself, a demanding task, and the extensive rule-making can give the impression that
all social concerns have been embodied in law. The extensive nature of legal compli-
ance creates an impression that all responsibilities Responsibilities are clearly dif-
ferentiated, with legislators responsible for the common good and the social welfare,
and managers responsible for maximizing profits and generating wealth and wages.
As an ideal, the exercise of these two responsibilities would converge: “In a well-
regulated public arena, maximizing owner wealth shouldn’t be too different from
maximizing societal wealth” (A. Bellas, personal communication, December 11,
2013). Whether or not this ideal is satisfied in fact, it is assumed in business schools.
In such an environment, managers can be convinced that concentrating on the com-
petitive advantage of their firm and, by extension, their own self-interest, they are
fulfilling any and all social obligations attached to the manager’s role.

It is thus not surprising that the duties and ideals emphasized in business schools
reinforce self-interest, profit-making, and even rent-seeking much more than the
broader social purpose of business and the social responsibility of managers and
owners (Gioia 2003; Mangan 2006; Promislo and Giacalone 2013; Quelch 2005;
Stiglitz 2012; Toubiana 2014). It is the prevailing view in the for-profit sector that
each industry is free to pursue its own advantage within the regulated marketplace
as established by law.

It is not the case, however, and indeed it has never been contemplated, that busi-
ness leaders will sit on the sidelines and passively accept whatever rules of the game
are established by political leaders. Businesses in the U.S. have always attempted,
to the extent they can, to write the rules they will follow: lobbying for specific leg-
islation, targeting campaign contributions to elect sympathetic candidates, and
cooperating with regulatory agencies—at times pressuring these agencies—to
translate laws into rules more conducive to business interests. All of this political
activity on the part of businesses takes place in a political environment where the
pursuit of self-interests is taken for granted, where political leaders routinely ask
voters, “Are you better off today than you were four years ago?” This view of self-
interested political ethics was endorsed by the U.S. Supreme Court in Citizens
United v. Federal Election Commission (2010) in ruling that Congress may not
attempt to restrict political speech according to its content apart from “preventing
quid pro quo corruption” (p. 45); that “No sufficient governmental interest justifies
limits on the political speech of nonprofit or for-profit corporations” (p. 50). It is left
to the checks and balances as defined in the U.S. Constitution to balance self-
interests through representative government and thus arrive at the realization of the
public good. Again, whether or not this ideal is satisfied in fact, it is assumed in
business schools, and managers are reassured that their pursuit of profits and self-
interest through government influence fulfills their social obligations and is in fact
necessary for the public good to be achieved—as though by an invisible hand, with-
out intending it, to invoke a well-worn metaphor.
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The educational focus on compliance therefore suffers from serious short-
comings, the most profound of which is a contradiction in educational aims. On one
hand, we urge students to look to government to correct market weaknesses with
“interventions” such as expansion of educational opportunities, access to new mar-
kets, limitations on monopolistic behavior, improvements in worker safety, amelio-
ration of harmful externalities such as pollution, or extension of economic benefits
to reach underserved or undercompensated populations. A vast regulatory apparatus
in all areas of the market has grown up around such interventions. At the same time,
we teach students to bend the legislative process to their own advantage to the extent
they can, seeking interventions for the sake of self-interest even if they are presented
under an umbrella of social benefit. Not surprisingly, this regulatory apparatus is
criticized by some economists as the result of corporate rent-seeking (Stiglitz 2012)
and by others as a dangerous expansion of government control of the economy that
risks political or bureaucratic misdirection and may suppress the dispersed power of
the marketplace to respond efficiently and effectively to needs and opportunities
(Hayek, 1944/2007).

This contradictory ethical and legal context compromises the moral education
aims of business schools. Dependence upon public sector regulation to solve social
problems or achieve social welfare aims belies the fact that legal solutions are
instituted only after substantial damage has been done to persons or environ-
ments—after moral obligations have failed to be met. Thus, to the extent that law
substitutes for moral self-regulation, it displaces a sense of social responsibility
and at the same time cultivates a detrimental pressure toward minimal compliance.
Law is not always a good teacher or, too often, it teaches too well the wrong les-
sons. In the final analysis, dependence on law suffers from all its familiar limits:
too broad in reach, too rigid in application, too partial in creating exceptions, too
weak in incentives or penalties, too costly to administer and monitor, and unevenly
enforced.

Within this contradictory context of compliance, business ethics education has
two critical functions: one ethical and one distinctly moral. Following the common
distinction between these terms (Lee 1928), I understand morals to be socially
embedded norms, values, habits, and commitments that shape and inform the judg-
ments of individuals, whereas ethics is understood to be critical rational reflection
on morals. The ethics education needed by business students would address per-
sonal and social obligations articulated and deliberated in the public arena or
embodied in law, including the ability to rationally extend or apply these obligations
as new situations arise, both internal to the business and in its social context. The
moral formation of business students begins long before matriculation in schools of
business, in the families and communities that shape the values and attitudes that
dispose students to operate businesses with attention to the good as well as to the
money they make.
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1.4 An Expanded Educational Agenda

As business schools continue educating managers and leaders for a free market
competitive economy and assume this economy is the preeminent means to the
general welfare, they must assume responsibility as well to prepare students to real-
ize this fundamental institutional justification and aim. To meet this responsibility,
business education must be expanded to include strategies for social benefit, and
business ethics education must be expanded to include preparation in a practical
framework for public ethical leadership and formation in a particular set of moral
norms and attitudes that are central to management in the marketplace.

1.4.1 Expanded Aims of Business Strategy

In regard to business strategy, increasing efficiency for profits and market share has
not proven to be enough to achieve the broader social aims of the economy. It is
therefore necessary to make achievement of these aims an explicit and intentional
responsibility of managers. In effect, this responsibility would mirror the generally
accepted characteristics of professions, whether or not management was specifi-
cally defined or organized as a profession.

In general, every profession is publicly committed to provide “an important ser-
vice to society...important for individuals to realize the values they seek in their
personal lives—health, wealth, justice, comfort, and safety” (Bayles 1981, pp. 7,
10). This commitment has a fourfold bearing. Most familiarly, professional com-
mitments can be interpreted individually as directed to the good that each particular
profession is expected to deliver to each client. It is not enough for medical doctors
to correctly perform a surgery if it does not improve the health of the patient.
Similarly, it is not enough for the contractor to build the house if it does not shelter
the homeowner, nor for the automaker to promote the safety of voice-activated
phones if they make the driver less safe. A second essential dimension of profes-
sional responsibility, at least as professions are practiced in the United States, is a
commitment to operate in accord with the liberal values of society such as liberty,
equality, and privacy (p. 6), especially those elements of procedural fairness that
are essential in fair treatment of employees, customers, and suppliers. Penalizing
employees for their political views might appeal to owners’ sense of personal pri-
orities, but it would run counter to employees’ rights as citizens. Thirdly, profes-
sionals commit to serve their profession (p. 8) not only in mutual aid and the
education of new members, but even more by upholding the good name of the
profession and the public’s trust in that profession. Lastly, all professions—by vir-
tue of the privileges they receive to control their own education and practice—are
committed to the larger welfare and values of society (p. 11). Each profession and
all professions together serve the common good through their contributions to qual-
ity of life.
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Business management as a profession would therefore be dedicated to honoring
the business sector’s public commitments and upholding the good name and contin-
ued respect of all managers, as all together share responsibility for the public per-
ception and protection of business enterprises and markets. These commitments are
in fact matters of business strategy, whether they are recognized or not. They are
core concerns of management and not optional supererogatory excellences for a few
outliers. To put it simply, “Business exists to serve society and enhance the well-
being of the members of that society; the society does not exist to serve business and
its interests” (Buchholz 2009, p. 206).

1.4.2 Expanded Aims of Ethical Leadership

Given the legal framework that provides a context for business ethics, education for
ethical leadership must begin with the rights and rationales embodied in law and
regulations so that students can better navigate the many judgment calls in business
operations in a manner consistent with the ethics behind the laws—and even to chal-
lenge the laws where ethics are lacking. This education would fill the gap between
moral education and enforcement and at the same time provide the knowledge and
skills to achieve a central aim of business education: responsibility to improve social
conditions and provide broad social benefit as a requirement for a just economy. To
name justice as the ultimate criterion of business success makes it clear that eco-
nomic outcomes are intentional rather than impersonal or automatic effects of mar-
ket activity.

Because they are intentional, economic outcomes call for external ethical
accountability as a matter of justice. The complexities of economic arrangements
pose a serious challenge in matters of justice and point to the need for systematic
external public processes in order for accountability to be effective. Something
analogous to exercising accountability to law and regulations through courts and
public hearings is needed, that can provide for protection of individual rights, accu-
racy and objectivity of information, fairness and inclusivity in deliberative pro-
cesses, and publicly justifiable outcomes. One well-developed means available is
public deliberation, which can be organized and conducted according several mod-
els to address issues at various levels of complexity, geography, and urgency.

The prominent public influence of business owners and managers calls for explicit
preparation in public ethical leadership. The demands of justice, in particular, call
upon business leaders to recognize the ethical dimensions of business operations and
impacts, in particular externalities and operations related to resource acquisition,
production processes, product quality and utility, and demands on public infrastruc-
ture. To handle these responsibilities, managers need the ability to translate moral
liabilities and obligations into terms of public reason, that is, reasons and values that
can be understood in a morally pluralistic public arena. Managers will also be called
upon to take a leadership role in designing, convening, and leading public delibera-
tions that can clarify the ethical concerns at stake, the liabilities or obligations of
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various parties, and the terms for a just resolution. As public leaders, in short, they
should be prepared to translate these conflicts into ethical reflection in the public
arena and to work to resolve these issues and conflicts in accord with justice.

1.4.3 Expanded Aims for Moral Formation

Whereas ethics education addresses the public accountabilities of participation in a
just economy, moral formation is expected to cultivate moral habits, loyalties, val-
ues, and commitments of business management that are mindful of the public good.
Given the social nature of human beings, it is critically important to assess the moral
norms that govern business activity and are affirmed by respected managers. The
public image of success has moral force in shaping the moral attitudes being nur-
tured in businesses and business schools, and students entering the management
field aspire to excel in the norms and practices that are modeled by those managers
considered the most successful. The social and moral norms governing business
practice and the values defining business success are nurtured, in turn, by the norms
and values of the surrounding society.

The ethical behavior of any segment within society is generally not without roots in the
more general aspirations of that society as a whole... The notion that wealth is primarily if
not exclusively economic in nature is widely shared in Western industrialized societies. The
creation and acquisition of material wealth are what these societies are all about, and money
is what an acquisitive society values above everything else. (Buchholz 2009, 205)

It cannot be expected that business schools can prepare managers to be impervious
to their surrounding social culture, nor even less that schools can change the culture.
Rather, business schools must take seriously the moral hazards inherent in manage-
ment and prepare leaders and managers to rise above these influences and to prac-
tice their profession consistent with the larger social purpose of business.

The key to resistance and reform is attitude formation. Attitudes serve as inter-
nalized moral agendas or “schemas” that guide individual interpretations of deci-
sion situations, predispose us to particular decision pathways, and strengthen or
weaken our determination to follow through on a course of action (Curzer 2014).
This aspect of moral formation therefore involves a process of socialization into
alternative attitudes. Education that exhorts each individual to be clear and coura-
geous in her or his own values is not sufficient. Despite the fact of individual moral
autonomy and the power of individual conscience to determine for the individual
what is right and good, each individual’s moral behavior is grounded in and continu-
ally guided by the prevalent moral attitudes in the groups that matter most in regard
to the behavior in question. Conscience and the authority behind it are socially
grounded in a continually recurring circle of action, observation, and approval or
approbation. This social dynamic forms the moral attitudes of the members of the
group, which in turn informs their decisions and guides their behavior. We always
act in a moral context.
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Even where moral norms are clear, their moral force can be diluted by uncer-
tainty or inconsistency in moral attitudes, as widespread deviations indicate. It is
clearly wrong to drive while intoxicated, yet many people excuse themselves in
particular cases. With the same ease, individuals excuse themselves in academic
cheating, in under-reporting certain kinds of income such as from tips or barter, in
complying with environmental mandates or load limits on roadways, and in many
other widely known and frequently excused behaviors. For this reason, any effort to
shape or direct moral behavior depends upon the moral force inherent in moral atti-
tudes, which is based on the moral values and norms of the group or groups that
matter to the individual.

Business schools must therefore embrace moral formation as a matter of per-
vasive consistency in support of moral values and norms oriented to social wel-
fare in business coursework, among business educators, and in rewards for
academic achievement. To some extent, this effort would reflect a common fea-
ture of professions in policing their own performance, with formal procedures for
bringing charges of malpractice and meting out punishments. More powerful than
these formal procedures, however, would be the moral attitudes promoted in busi-
ness schools and embodied in business educators that nurture students every day
in the three moral attitudes fundamental to support behavior consistent with the
explicit commitments to managing toward a just economy: honor, shame, and
respect.

First, it would be essential to honor those who excel in fulfilling the social expec-
tations of business by highlighting their performance in the eyes of their fellow
students, in the larger management community, and by extension in society as a
whole. A Teacher of the Year selected and honored for consistent support of busi-
ness as an engine of social good would communicate moral values to members of
the profession everywhere and would remind the surrounding society what really
matters in a good teacher. Second, it is necessary to communicate disapproval as
well, generating a sense of shame when students and managers fail to recognize,
appreciate, and implement the social expectations of a just economy. Even so, it
must be remembered that “shame is a painful emotion, and the outcomes of sham-
ing are sometimes very uncertain” (Jacquet 2015, p. 151). Disapproval without the
possibility of restoration is destructive, but shame deployed for the sake of reform
and reintegration into the practice of the good can be very salutary. Third, business
schools can cultivate a sense of respect for fellow mangers as co-authors of a shared
agenda of social good, as well as respect for those who are to benefit from the pro-
fession. This includes respect for the dignity of each human being who engages in
business as a manager or worker, as a person having the inherent capacity to choose
his or her own understanding of a good life and deserving the opportunity for mean-
ingful work that “corresponds to man’s dignity, that expresses this dignity and
increases it” (John Paul IT 1981, n.9).
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1.5 Social and Philosophical Foundations for This Agenda

The philosophical foundations of the approach taken here to address business ethics
as the pragmatic pursuit of the good fall directly in the line of moral reflection and
criticism introduced by John Dewey. As elaborated in Chap. 8 (below), Dewey chal-
lenged the notion that ethics was a field of human thought and endeavor existing on
a higher plane than the work of earning a living, advancing the sciences, building
community, or any of the other enterprises undertaken by humanity. Ethics, for
Dewey, was simply the attempt to make decisions in circumstances of uncertainty
that might achieve as much good as possible—meaning whatever good was at stake
in those circumstances.

In this light, business ethics is a central part of business strategy, where strategy
is understood to be an organizational attempt to arrange the means to achieve criti-
cally important ends and purposes. The purpose of the business and the strategies it
pursues to achieve this purpose are the philosophical starting point for business eth-
ics. Only on this foundation will it be helpful to reflect on the ethical theories of
John Stuart Mill or Immanuel Kant in weighing duties or consequences.

This also means that the definition of the good is to be found in the affairs in
question, not in some remote theory of thought or some otherworldly source. Again,
such theories and revelations may be helpful in defining the good at stake here and
now, but they enter the process of decision making as aids to reflection and not as
the ultimate arbiter of value. Valuation belongs to the people involved as they can
best understand the good and pursue it.

The historical and political foundations for business ethics follow closely upon
this pragmatic approach to ethics. The United States was founded on the assumption
of free enterprise as the preeminent pathway to social welfare and national strength.
These very practical public outcomes, or goods, were explicitly understood to be
supported by the individual pursuit of prosperity. It is only in this light that it made
sense to tie the possession of private property to the exercise of citizenship: both
entailed public duties, one to make and deliver the goods and the other to oversee
and govern them. The U.S. was not organized as a welfare state because it was the
role of business to provide for the general welfare.

The social foundations undergirding this American approach to welfare may not
have been entirely clear to the nation’s founders, but they have become clear in the
present age through further discoveries in the social development of human societ-
ies. Humans emerged as a distinct species with built-in evolutionary commitments
to a social life. Survival depended upon social provision and protection, from the
nurture of parents through helpless infancy through the apprenticeship of adoles-
cence and the social roles of adulthood. Human societies everywhere functioned as
communities of exchange, governed in part by informal social controls and in part
by overt and organized mechanisms of government. From beginning to end, these
systems of exchange were governed by social norms, many of which had the signifi-
cance and necessity of moral norms. Human societies—and the individuals com-
prising these societies—discovered within themselves already functioning moral
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impulses of reciprocity, fairness, honesty, respect, generosity, and responsibility.
These impulses were nuanced by circumstances of group membership or gender or
numerous other features, yet always they were present in some form.

Taken together, these social and philosophical foundations provide a firm basis
for the organization of education, both in defining its ends and designing its means.

1.6 Conclusion

Given the long history of business ethics education, it might be assumed that the
educational foundations of this effort were clear and solid, but the short-comings in
economic and educational outcomes suggest otherwise. A new effort to articulate
foundations in social facts and a clear philosophy of business purpose are needed.
Business education and business ethics education, to be truly sustainable, must be
directed to the achievement of a just economy. Business schools need a curriculum
to prepare students for leadership in public ethical deliberation and to nurture in
students the essential moral attitudes to support a determination to succeed in busi-
ness on these terms.

We have placed our trust as a nation in a conception of private property and com-
petitive markets to extend material benefits to the whole of society. This historical
and political fact is fundamental to our political and social constitution, and it is the
foundation of our trust in business owners and managers to be diligent in realizing
its aim. To take seriously the ethical justifications for the marketplace is to recog-
nize that there is no viable alternative to the twin pillars of moral self-regulation
among business leaders and public accountability for business operations and out-
comes consistent with these social expectations. At the present time, faith remains
strong around the world that a competitive market economy can provide for both
individual improvement and society-wide distribution of wealth and welfare. This
faith cannot be expected to last forever, however, as disparities in economic out-
comes become greater and the influence of wealth in democracy becomes more
complete.

Up to this point, it has generally been considered sufficient for business ethics
educators to impart an understanding of the moral conflicts and legal considerations
in managing business operations. This cognitive grasp of business ethics has been
carefully developed over decades, and many students of management have been
fully informed of this understanding. It is necessary to go beyond this classroom
curriculum with a program of moral apprenticeship capable of forming moral val-
ues and moral attitudes and a program of leadership preparation capable of instilling
the skills and knowledge to lead and participate in public ethical reflection on mat-
ters of justice involving business. The distinction between morals and ethics is cen-
tral to this agenda, because the cultivation of socially embedded norms and values
that inform the moral judgments of individuals in accord with their conscience
requires a different kind of education than the preparation for public ethical reflec-
tion and deliberation on matters of justice.
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In the proposed schema for business ethics education, moral formation through
moral apprenticeship would give priority to cultivating three moral norms: the
expectation that business contribute to human connectivity that can be the social
basis for a sense of reciprocity in human affairs; the expectation that business con-
tribute to overall human welfare, in particular material welfare; and the expectation
that business contribute to individual self-esteem and self-determination, which has
elements of both individual meaning and individual liberty. These norms would be
supported by cultivation of three moral attitudes: a sense of honor in fulfilling the
social expectations of business; a sense of shame in failing to recognize, appreciate,
and implement these social expectations; and a sense of respect for the dignity of
each human being in his or her legitimate pursuit of meaning and freedom through
work.

In regard to public ethical leadership, three skills are proposed: the ability to
recognize the moral dimensions or impacts of business operations, in particular
externalities related to resource acquisition, production processes, product impacts,
and demands on public infrastructure; the ability to translate moral liabilities and
obligations into terms of public reason that can be understood in a morally pluralis-
tic public arena; and the ability to take a leadership role in designing, convening, and
leading public deliberations that can clarify the moral concerns at stake, the moral
liabilities or obligations of various parties, and the ethical terms for a just resolution.
The prominent public influence of business owners and managers calls for explicit
preparation in public ethical leadership. The demands of justice, in particular, call
upon business leaders to recognize both their obligations to social welfare and their
involvement in public conflicts and to take a leadership role in convening and guid-
ing ethical reflections that can frame their organization’s commitments to advance
the common good. Justice must be determined through public deliberation under the
standards of public reason, and business leaders must play an active role in that
determination. Business leaders do not sit on the sidelines and passively accept
whatever “rules of the game” are established by political leaders, but instead they
strive to define these rules. It is therefore essential that business leaders be prepared
to exercise their public ethical leadership both skillfully and justly.
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Chapter 2
The History and Ideals of Business Education

Abstract Recent Wall Street scandals involving graduates from the best business
schools have provoked questions about the methods and effectiveness of business
ethics education. More specifically, educators and commentators are asking if the
triple emphasis on personal career advancement, short-term business gain, and max-
imum shareholder value is overwhelming instruction in managerial ethics and social
responsibility. Such educational cross-purposes raise the question of educational
foundations. It is important to ask on what philosophical assumptions and social
facts business ethics education was established, how well these assumptions and
facts serve the educational enterprise, and if more solid foundations can be identi-
fied. These questions are addressed first in tracing the social and philosophical foun-
dations of education in Western society, then locating the founding of American
business schools in the historical conflicts and ideals of late nineteenth and early
twentieth century education. The conclusion reached is that the current foundations
of business ethics education are inadequate for a curriculum capable of preparing
business owners and managers to achieve the social purposes of business.

Keywords History of education * Philosophy of education ¢ Classical education *
American education * Business schools  Professionalism ¢ Scientific management

2.1 Introduction: The Historical Foundations American
Business Schools

Recent Wall Street scandals involving graduates from the best business schools have
provoked questions regarding how business and business ethics are being taught
(AACSB 2004; Alsop 2007; Friedland 2009; Holland 2009). Some of the concern
has been directed to whether or not business ethics coursework is required and what
the course content has been. Others have wondered, however, if the emphasis on
short-term gain and maximum shareholder value that dominates undergraduate and
MBA programs is overwhelming any ethics or social responsibility being taught
(Gioia 2003; Mangan 2006; Promislo and Giacalone 2013; Quelch 2005; Toubiana
2014). Educational cross-purposes such as these point to more fundamental
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pedagogical concerns than course content or quality of instruction: they raise the
question of educational foundations.

To be of any use, education must reflect the values of the society it serves.
Lawrence Cremin defined education as “the deliberate, systematic, and sustained
effort to transmit, evoke, or acquire knowledge, attitudes, values, skills, or sensibili-
ties” (1976, p. 134). More specifically, formal education is designed to advance the
most important values of the society’s elite, who invest the most in schooling, not
only in time and money but also in political influence. This recognition of social
hierarchy is sustained by the complementary fact that most learning occurs without
the aid of schooling, in the myriad forms of nonintentional and unsystematic learn-
ing and instruction that occur in every society and through which much of every
culture is handed down and reproduced. Education is a subset within this larger field
of learning, so that education can be understood as a kind of crystalization of societ-
ies’ learning priorities, conflicts, and anxieties. The sustained effort we call educa-
tion arises when some important area of learning is falling short of perceived needs
or social ambitions. In the most general sense, the aims and conflicts in education
display the shadow side or negative image of socialization, as a social solution to the
dissonances or gaps in the socializing process.

In his study of the origins of business education in American universities in the
late nineteenth and early twentieth centuries, Khurana (2007) chronicled the efforts
of educational founders to ground their programs in business as a profession, with
clear moral expectations. In doing so, they were speaking within an important
stream of educational ideals as old as Western civilization itself in which learning is
framed as a pursuit of the true and the good, where knowledge has a moral dimen-
sion, and study has a moral purpose (Reuben 1996).

At this point in business education, it is important to ask how well current philo-
sophical assumptions serve the educational enterprise and if more solid social and
philosophical foundations can be identified. These questions are addressed in this
chapter in three stages: The first stage encompasses the social and philosophical
foundations of ethics education in Western education from its origins in ancient
societies to the reforms in nineteenth century American higher education. The sec-
ond stage of investigation locates the founding of business schools and the ideals of
business ethics in the context of these educational reforms and follows their devel-
opment to the present day. Thirdly, the focus narrows to an examinatin of the histori-
cal and philosophical evidence of the centrality of self-interest as a moral obligation
of business. The chapter concludes by identifying that self-interest as “self-interest
rightly understood” (Tocqueville 1840/1990), self-interest with a social purpose,
and which calls for a reorientation of business ethics education on the foundation of
self-interest in this sense.
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2.2 The History of Ideals of Higher Education

The most ancient and enduring understandings of educational purpose are cultural
transmission and individual advancement. Education as cultural transmission has
always had a dual function: recruiting young people into the cultural system and at the
same time rehearsing and reinforcing adult beliefs and status (Wolcott 1987, p. 33).
These two functions reinforce each other through the attention structures, social roles,
and power relations that invest certain discourses and rituals with educative value.

The educational system is also organized so that the structure of the cultural system will be
maintained. This is done by inculcating the specific values, attitudes, and beliefs that make
this structure credible and the skills and competencies that make it work. People must
believe in their system... They must also have the skills—vocational and social—that make
it possible for goods and services to be exchanged that are necessary for community life to
go on. (Lancaster 1975, p. 327)

If cultural transmission is understood as the conserving function of education, its
second purpose of individual advancement is its progressive function. From the
earliest schools in ancient Sumer, through the classical education of Greece and
Rome, through John Locke’s cultivation of the gentleman (1692/1902) and Thomas
Jefferson’s Act to Establish Public Schools in Virginia, schooling was seen as a fam-
ily’s investment in future income and advancement. This purpose prompted schools
to place themselves at the leading edge of cultural development,

so that man, availing himself in succession of the accumulated wisdom and discoveries of
his predecessors, is enabled more successfully to pursue and improve not only those acts
which contribute to the support, convenience and ornament of life, but those also which
tend to illumine and ennoble his understanding, and his nature. (Act to Establish Public
Schools 1796, para. 1)

Jefferson’s hope that the present generation would “improve” upon what they
received indicates the progressive element that often accompanied educational pro-
posals in the United States, alongside the desire to preserve the cultural wisdom and
morality intact.

The tension between the conserving and progressive functions of education is
most keenly felt in moral education. Because moral authority is rooted in society
and carried by the attention and discipline of the local community, the pressure
toward moral conformity is constant and urgent. The manner in which moral force
is carried and the institutions by which it is reinforced can vary, but all must con-
form in the most central moral tenets or be marginalized. Rationalists and deists
located the authority of their doctrines in universal moral principles; Christian con-
servers of church identity looked to authoritative texts or divine commands. In spite
of these differences in reference, however, both taught the same Protestant Christian
ethic, which also dominated the American school curriculum (Kaestle 1983, p. 76).
Moral education was seen as the necessary and most important purpose of the
school. Catholics and other religious groups who protested the dominance of the
Protestant ethic fully agreed on this purpose, even as they were forced to depend on
non-school instruction or, eventually, to establish and maintain separate educational
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systems. Even so, despite this investment in educational diversity, the Catholic
schools also conformed, over time, in substance though not in words, to the domi-
nant American Protestant ethic (Gleason 1985; Lackner 1989; Lazerson 1977,
Sanders 1990; O’Gorman 1987).

2.2.1 The Ideals of Classical Education: Virtue and Ambition

The very earliest records of formal education in the Sumerian schools from 300
B.C.E reflect these conserving and progressive priorities in their focus on teaching
reading and writing as essential administrative skills to support the ruling class
(Kramer 1973, 1979). Focus on the elite of society persisted as the Western educa-
tional tradition developed and achieved its lasting form in the life and literature of
ancient Greece. The educational philosophy in Plato’s Republic was meant to repre-
sent and reinforce the class divisions of society, giving no attention to learning
needed by workers who comprised the majority of the people of Athens. Plato dedi-
cated part of Book II and most of Book III to the education of the guardians and all
of Books VI and VII to his educational agenda for philosopher-rulers.

Roman schools followed this Greek pattern of studies in preparing young men
for political and administrative roles. The pursuit of education to improve wealth
and social status was characteristic of ancient Rome (Bagley 1974, p. 381). Cicero’s
educational ideal of humanitas as “all that is worthy in man” was directed to the
essential leadership skills that “could influence public opinion and state policy and
thus be an instrument of power” (Gutek 1972, p. 57). The entire text of Cicero’s
Brutus is a catalogue of Greek and Roman orators who were outstanding in their
direction of public policy and thus history by virtue of their eloquence and under-
standing (Cicero, trans. 1776).

Politics and war were the chief but not the only means by which a Roman could achieve
status. Others were scholarship and literature. Leading figures such as Cicero’s friend the
jurist Sulpicius could maintain their prestige by achieving an unrivaled knowledge of the
law. Antiquarian expertise was necessary in a polity that was heavily dependent on the
interpretation of tradition... The religious apparatus of priestly colleges demanded detailed
knowledge of the forms and procedures of ceremony and divination and it was necessary
for some members of the elite to acquire it. (Everitt 2001, pp. 251-252)

The educational instructions that have come down to us stressed the importance of
good character as well as the advantages of learning and eloquence. Quintilian
pointed to Cato as the ideal orator, “a good man, skilled in speaking,” then went on
to explain that “if the power of speech were enlisted in the service of wickedness
there would be nothing more harmful to public and private interests than eloquence”
(Quintilian, trans. 1938, Bk. XII, p. 108). He also worried that his book might be
read “for base purposes and for the amassing of ignoble wealth” rather than public
service.

The orator, then, is a good man and such a man cannot be conceived without moral excel-
lence; moral excellence, though it drives certain impulses from nature, must yet be perfected



2.2 The History of Ideals of Higher Education 21

by training. Before all else the orator must in his studies cultivate morality, and he must deal
with all subjects that touch upon the honourable and the just, for without these no one can
be either a good man or skilled in speaking. (Quintilian, Bk. I, p. 67)

He went on to point out that “everything that is said about equity, justice, truth,
goodness, and their opposites, belongs to the orator’s province” (Quintilian, Bk.
XII, pp. 120, 121). Although he cautioned that the orator need not be a philosopher,
he had to know enough philosophy to guide public affairs rightly and to manage his
own affairs respectably, with honor. It is important to note that for ancient authors,
moral education referred not only to public responsibility but to one’s public bear-
ing, characterized by “austere integrity” and “manly strength” as opposed to “effem-
inate and vicious refinement” (Quntilian, Bk. I, p. 41). The moral education of
orators therefore began in childhood, to cultivate the proper attitudes and physical
bearing, the proper use of gesture and voice, in order to strike a proper and dignified
pose at all times when in the public eye (P. Brown Brown 2012b). Like Cicero 150
years earlier, Quintilian had his favorite examples, both good and bad. What no one
questioned, however, was the practical value of education—including moral educa-
tion—for success in public and private affairs.

The personal history of Augustine provides an excellent illustration of this
combination of personal ambition and public duty. Aurelius Augustinus began his
public career as a teacher of grammar in Thagaste, North Africa in 373 C.E. and
completed public service as the Christian Bishop of Hippo in North Africa for 35
years, 395-430 C.E. His father Patricius was not wealthy but had enough means to
put his son through school, in hopes that through “the rewards of a career in teach-
ing or administration, his son might break into the inner circle” of local dignitaries
in Thagaste (P. Brown, Brown 2012b, p. 152) and thus ensure financial security for
the family. Augustine apparently set his aims higher and succeeded in acquiring a
wealthy patron who supported him for 12 years as he completed his education,
began teaching in Thagaste, and then seized the opportunity for a position teach-
ing rhetoric in the imperial city of Milan. Like other promising young men,
Augustine saw the pathway to status and wealth in imperial service. Although he
was at a disadvantage compared to the Roman nobiles, who had access to public
office by virtue of family connections, Augustine could realistically hope to secure
good-paying administrative positions and, even more so, acquire a wife from a
wealthy and established family. “T looked with longing at honors, wealth, and mar-
riage,” he admitted later, and his mother succeeded in arranging a marriage to a
young girl: “She lacked almost 2 years of the age of consent,' but since she
appealed to me, I was willing to wait for her” (Augustine, trans. 1960, Bk. 6.6.9
and 6.13.23, pp. 140, 152).

Augustine’s educational and public ambitions were not unusual in the Roman
Empire of the time, and Peter Brown (Brown 2012b) described numerous examples
of early Christian leaders who followed a similar path. Despite misgivings about
conflicts with biblical teachings, early Christian leaders were educated in the

1“The legal age of consent to marriage was 10 years” (Augustine, trans. 1960, p. 388, n.3).
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classical schools and adopted the same curriculum to prepare ecclesial leaders in the
studium generale of the cathedral schools and the universitas of masters and stu-
dents, both of which taught the trivium of grammar, logic (or dialectic), and rhetoric
followed by the quadrivium of arithmetic, geometry, astronomy, and music (Gutek
1972, p. 76). The final course of education for the clergy was theology, and the ulti-
mate aim of studies was a seamless unity of knowledge, natural and divine, with
truth and goodness in harmony. In a manner entirely consistent with Cicero and
Quintilian, the Christian church connected good morals with success in leadership.
Medieval monks, for example, were instructed in the pagan classics to “develop
their taste for the beautiful, their literary subtlety, as well as their moral sense”
(Leclercq 1982, p. 119).

Medieval education remained limited to the wealthy and the clergy, but with the
transition to the Renaissance there was gradually increasing attention to skilled pro-
fessions such as architecture and law, as well as commerce and navigation
(A. Bagley, personal communication, October 1994). With the Reformation and
invention of the printing press, the new Protestant denominations encouraged wider
readership of the bible. The Catholic Church followed quickly with its own educa-
tion for the poor, carried out by religious orders. But the most powerful incentives
for broader education came from nationalism and commerce. The emergence of
nation-states from feudal Europe brought “the growing use of vernacular languages,
the creation of vernacular literatures, and a sense of national pride, particularities,
and values,” which led in turn to “national educational systems that stressed ver-
nacular languages and national loyalties” (Gutek 1972, p. 118). The new nation-
states assumed control of schools, educational aims, and curricula.

These political changes were accompanied by and, to a considerable extent,
brought about by an explosion in commercial activity. Merchants and kings worked
hand in hand to explore new lands, expand colonial exploitation, and protect national
industries and agriculture—in short, a national policy of mercantilism. This com-
mercial revolution brought an educational revolution with it.

The new commercial class was clearly distinct from the rural aristocracy and peasantry.
After it had gained economic power, the new class sought political power commensurate
with its economic position. In education, the middle class desired more useful subject mat-
ters and often established its own schools through voluntary action and donations. Whenever
possible, this class also encouraged the creation of state and municipal educational systems.
(Gutek 1972, p. 118)

These overlapping religious, political, and commercial revolutions were equally
dependent upon education, which greatly expanded in scope to include more sub-
jects of study and in scale to include more students. For the first time, literacy came
within reach of lower and struggling middle class and even poor families. Educational
reformers such as Comenius, broadly educated in theology and science, experi-
mented with new education methods while maintaining continuity with the classical
curriculum. Their schools had to meet the practical needs of nation and commerce,
but at the same time they believed and taught that all of the expanding studies led
ultimately to knowledge of God and the virtues of wisdom and piety (Gutek 1972,
pp. 134-135).
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2.2.2 The Ideals of American Education: Equality
Among Unequals

During the Protestant Reformation the utilitarian purposes of education became a
duty (Gawthrop and Strauss 1984, p. 38; Luther 1524/1889), and in Yankee-
dominated New England the duty became a virtue (Cremin 1976, p. 23; Gutek 1972,
p. 156). This utilitarian educational agenda spread throughout the North American
colonies, varying by region and with a characteristic American slant toward decen-
tralization. The New England and middle colonies experienced rapid expansion of
schools, especially in larger towns and cities but also in rural areas, establishing
“literally thousands of them, teaching every manner of subject, art, and skill” and
accompanied by 40 printing presses in the 13 colonies (Cremin 1976, pp. 30, 31).
According to Cremin, literacy shifted in its purpose on American soil from “inert
literacy to liberating literacy” (p. 32), stimulated by religious awakenings and politi-
cal and economic opportunities. The level of literacy grew during this period to
surpass that of Europe, so that by the dawn of the American War for Independence
over half of the white men in the colonies could read (Kaestle 1983, p. 3), with rates
at nearly 100% in some parts of New England. Literacy rates were much lower in
the South, where black slaves received no education at all, wealthy plantation fami-
lies tutored their children at home, and middle class and poor families paid for
schooling through churches or “old-field schools”—teaching elementary subjects in
log structures built in fallow fields (Kaestle 1983, p. 193).

Benjamin Franklin was perhaps the American colonies’ most articulate spokes-
man for education as the pathway to prosperity for those not born or married into
wealth, position, or land. His vision of education through academies stressed the
practical skills of mechanics, agriculture, drawing, and especially reading and writ-
ing the English language (1749). He did not neglect the classical studies in his
proposal, but his words and reputation fostered a combination of ideas that became
an American ideal stressing personal initiative, hard work, social conformity, and
practical studies as the way to future prosperity.

During the same colonial period, nine institutions of higher education were
founded, all “as a means of perpetuating the ruling class” (Sadovnik et al. 2006,
p. 62). A university education was seen as essential for the life of a gentleman and,
by extension, a life of public leadership and economic connections (Wood 2009).
These universities retained the classical ideals of the unity of truth and goodness,
knowledge and morality, personal success and public good. The first generation of
political leaders came exclusively from the gentleman class, and it was their assump-
tion that leadership would remain with those who were freed by wealth to attend to
public affairs. Their proclamations of equality were intended for their equals. What
happened was something else, however, as Edmund Morgan observed: “The creed
of equality did not give men equality, but invited them to claim it, invited them not
to know their place and keep it, but to seek and demand a better place” (Morgan
1973, p. 308).
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The impulse was both economic and political. Economic equality meant having
an “equal chance or opportunity to develop their talents and not be handicapped by
inherited status of family, property, or class;” politically, the claim was more defini-
tive in opposing the hierarchies and inherited privileges that marked European
regimes of nobility (Butts 1978, p. 10). Widespread agreement on the goal of politi-
cal equality eventually opened a pathway to publicly funded universal schooling in
the United States, embodied in the Common Schools movement in the first half of
the nineteenth century (Butts 1978, p. 93). Despite sharp disagreement on what that
equality would mean in regard to public leadership, that same political goal set the
stage for the Morrill Act of 1862, which established the land grant colleges with the
aim of spreading the benefits of education to all citizens.

Until the Morrill Act, college education was mostly about liberal arts. It was almost exclu-

sively for white men from wealthy families, graduating with degrees in philosophy, medi-

cine, law or religion. The 1862 legislation was designed to support a more hands-on

curriculum, useful training that would help the new nation develop a more sophisticated
industrial base and a scientific approach to agriculture. (F. Brown, Brown 2012a, para. 7)

The next 50 years saw extraordinary social change across the country with rapid
industrialization, pervasive expansion of railroads and telegraph service, urbaniza-
tion, immigration, and the closing of the Western frontier with the final defeat of the
Lakota, Cheyenne, Nez Perce, and Apache nations. After the American Civil War,
immigrants in great numbers looked to schools as the route to the American dream
of prosperity. For the many who needed to learn the English language in order to
enter the workforce and for those who sought training for the professions, the
schools played a role in their economic advance. For immigrant children, the social-
izing influence of the schools was a more important preparation for employment
than the curriculum.

2.2.3 The Ideals of Nineteenth Century American Education
Reform: Conflicting Agendas

Revolutionary changes in transportation, industry, urbanization, philosophy, and
science fueled the factions vying for political influence in the second half of the
nineteenth century, all of whom sought to advance their political agendas through
education. The effects of industrialization were dramatic in displacing cottage
industries and small farmers, stimulating urbanization, and rapidly expanding com-
munications and the availability of an ever increasing selection of manufactured
goods across the vast country. At the same time, it gave rise to a large working class
no longer attached to the land but to the company and weekly paycheck—and to the
owners and managers of these enterprises, who were emerging as powerful com-
petitors with government for the control of the economy and the direction of
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national policy. This political contest between laborers and industrialists was com-
plicated by a nation-wide alarm among small farmers, who saw their way of life
and their communities being uprooted by the industrialization of agriculture and
their loss of political influence. These socio-economic divisions were translated
into calls for education reform with conflicting goals and political constituen-
cies (Ross 2015).

These conflicts remain unresolved today, and after 100 years of competition for
public loyalties and public funding, they are embedded as contradictory purposes in
our educational institutions from early childhood education through graduate stud-
ies in American research universities.

Different scholars have identified the conflicting agendas in similar ways, with
some significant differences that help to fill out the background for the emergence
of business schools at the end of the nineteenth century. The three competing direc-
tions for educational purpose and reform identified by R. F. Butts (1978) provide a
very useful framework, still relevant today: mental discipline, social efficiency, and
civic responsibility. Butts described U.S. public education as the result of a

three-way tension...among three basic and persistent elements in American life: commit-
ment to the republican goals for a cohesive and unified democratic political community;
the pluralistic loyalties that give identity and coherence to different groups in the soci-
ety—but which also often tend to divide or separate on the bases of locality, religion,
race or ethnic origin; and the long-term modernization process that was gathering
momentum in all societies of Western civilization in the course of the nineteenth century.
(Butts 1978, p. 68)

As Butts pointed out, education embodied not only the tensions of society but its
most cherished ideals: “the search for freedom, the search for equality, and the
search for the common good” (p. 264).

The tensions identified by Butts are supplemented by the analysis of David
Labaree (2010), who traced the conflicting agendas less according to their effects on
the curriculum and more in terms of their intended effects on students and society:
democratic equality, social efficiency, and social mobility. A third perspective was
offered by Herbert Kliebard (1995), who identified four different parties of advo-
cates: humanists, developmentalists, social efficiency educators, and social melior-
ists. What is immediately evident in these divergent purposes is that every
perspective, taken by itself, has a coherent and defensible rationale for support.
Even though a synthetic mind could find a way to weave them together, it is clear
that advocates for each could mount a strong argument for funding and political
support—and they have indeed done so.

Within the political history of American education summarized above, it is easi-
est to identify the advocates of mental discipline, led by presidents of the great
universities (Butts 1978, pp. 188-190). These were the humanists, “the guardians of
an ancient tradition tied to the power of reason and the finest elements of the Western
cultural heritage” which they strove to preserve even while adapting to rapid social
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change (Kliebard 1995, p. 23). Acting as the Committee of Ten on Secondary School
Studies, they called upon colleges to renew their commitment to the traditional lib-
eral arts curriculum—the trivium and quadrivium of the liberal arts—but updated
with modern languages and the study of the new social and natural sciences, with
the dual aim of fostering continuity with long-honored tradition of Western educa-
tion and the power of modern logical and liberal thought. The ultimate outcome was
to prepare men (nearly all students were men) for leadership. The high schools, they
thought, could supply life skills for that much greater number of students who
would never attend a college or university. The persistence of this commitment to
the classical tradition of higher education was eloquently demonstrated by Barry
Schwartz in his argument that the purpose of college is to learn how to think:

Knowing how to think demands a set of cognitive skills—quantitative ability, conceptual
flexibility, analytical acumen, expressive clarity. But beyond those skills, learning how to
think requires the development of a set of intellectual virtues that make good students, good
professionals, and good citizens. (Schwartz 2015, p. B7)

He went on to identify nine virtues that the liberal arts and science curriculum was
designed to inculcate in students: love of truth, honesty, humility, perseverance,
good listening, perspective-taking and empathy, and wisdom. This is an excellent
list of the best of the tradition of higher education as mental discipline: a combina-
tion of immersion in the classics of the Western tradition augmented by a grasp of
the scientific method in its various disciplines and the “epistemic values—simplic-
ity, accuracy, comprehensiveness, fruitfulness—that make some theories better than
others” (Schwartz 2015, p. B8). Significantly, Schwartz did not rest his argument
for the benefits of these studies on self-fulfillment or affective appreciation, but on
the combination of virtue and personal ambition that has marked this tradition of
higher education for over 2000 years: “Students who have training in the liberal arts
will be not only better people and better citizens but also better professionals and
employees” (p. B9). Augustine could not have said it better, when 1600 years ago
he set out from Thagaste to offer his services to the Roman imperial court in Milan
and to position himself to leverage his education into a good income and advanta-
geous marriage.

The social efficiency agenda clashed with this tradition, as leading industrialists
demanded that educators prepare students for the world as it was—and was becom-
ing. Given the vast pressures of immigration and urbanization, these leaders of busi-
ness called upon schools to prepare students for the workforce, both as managers
and as laborers, with the dual aims of managerial efficiency and social control (Butts
1978, pp. 190-192). Acting for the good of the nation as a whole, schools should be
devoted to assimilating new immigrants and sending them forth able to work in the
factories and trades that were now the center of the economy and workforce. Writing
in 1901, Edward Ross pointed to the decline in religious faith and practice, and
stressed that schools now needed to teach the social restraints that churches used to
provide (Kliebard 1995, p. 80). His contemporary John Franklin Bobbit proposed
that schools should meet the greatest needs of the whole society with the greatest
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efficiency possible: consider the school a factory and the superintendent an educa-
tional engineer, “institute a process of scientific measurement leading to a predic-
tion as to one’s future role in life,” direct each person to the curriculum with best fit,
and eliminate the waste arising from misguided freedom of choice (Kliebard 1995,
p. 85). The notion that schools could teach mental operations such as reasoning and
memory were fictions, Edward Thorndike declared in 1913: they should teach spe-
cific knowledge that was needed in the workforce, and that the curriculum should be
focused on specific achievable goals (Kliebard 1995, pp. 92, 104). The humanists’
goals of mental discipline and virtue, like the Common School Movement’s ratio-
nale of teaching democracy and citizenship, may have served a purpose in past
generations but they were not what was needed in the twentieth century. Humanists
might object to measuring “future earnings to justify current costs” (Schwartz 2015,
p. B9), but social efficiency advocates would applaud that kind of cost-benefit anal-
ysis. In today’s language, this is “the perspective of employers and taxpayers, who
are concerned about the role of education in producing the job skills required by the
modern economy (human capital) and seen as essential for economic growth and
general prosperity” (Labaree 2010, p. 16).

Advocates for civic responsibility also seized upon assimilation as a primary
purpose of schooling, but with the aim of integrating new citizens into American
democracy rather than new workers into the workforce (Butts 1978, 192-196). They
not only wanted all students to understand the demands of citizenship, but to also
grasp their place in history and to assume responsibility to lead the nation forward
into a dynamic and challenging future. Therefore the curriculum should stress criti-
cal thinking, ethical character, physical and mental health, personal vocation, and
citizenship. Labaree called this “the political side of our liberal democratic values,”
focusing on building the nation as a republican community and strong democracy
(2010, p. 16). The aim was not merely to teach about government but, in the words
of James Harvey Robinson of Columbia, to include all topics needed “to improve
mankind.”

Community health, housing and homes, public recreation, good roads, community educa-
tion, poverty and the care of the poor, crime and reform, family income, savings banks and
life insurance, human rights versus property rights, impulsive action of mobs, the selfish
conservatism of tradition, and public utilities. (Butts 1978, p. 195)

This clearly went beyond the basic call to citizenship represented by the Common
Schools of the first half of the nineteenth century. The civic responsibility agenda
coincides with what Kliebard called the social meliorist vision in which schools
would help equalize opportunities socially and economically and foster greater
equality between men and women and between workers and owners, breaking down
divisions of privilege and power to achieve social justice (1995, pp. 24-25). To
some extent, it also appealed to the social mobility agenda to give all students “the
productive skills that qualify them for the jobs with the most power, money, and
prestige” (Labaree 2010, p. 16). By the twentieth century, schooling was viewed
predominantly as a means to getting ahead materially. John Dewey (1916/1966)
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protested the reduction of education to training, but to a large extent training for
upward mobility was what people expected and wanted.

In 1893 the Committee of Ten published a detailed program of studies for high
schools modeled on a rather traditional college curriculum and the long-standing
Western tradition of liberal arts education. Within a few decades it was decried as
obsolete. As the percentage of youth aged 14—17 enrolled in high schools climbed
from 7 to 50 %, demand increased for a new curriculum that could be “more effi-
cient in preparing students for the real everyday life” (Butts 1978, pp. 189-90).
Butts pointed out that the demand for an updated curriculum did not change the
basic role of schools as instruments of cultural transmission.

Sociologists have long argued not only that schools do follow the dictates of society, but that
they should do so. By substituting the technical term “socialization™ for the earlier term
“social control,” modern sociologists have given more sophistication to the concept, but have
scarcely placed less emphasis upon the importance of individuals picking up by “manifest
learning” or by “latent absorption” the dominant values of the group to which they belong...

The primary purpose of education for social control, then, was not to acquire knowledge
as such or simply to develop academic power; it was to prepare the individual for his role in
an urban, industrializing, and capitalist society as it really existed. (1978, emphasis in origi-
nal, p. 191)

Thus the educational context for the founding of America’s business schools was
highly politicized and contentious but at the same time consistent at its core in fun-
damental purposes of cultural transmission and individual advancement. At the
dawn of the twentieth century, the culture to be transmitted to a new generation was
a Protestant ethic of hard work, an American tradition of self-determination and
self-interest, and a Modernist faith in social and scientific progress. The aim of indi-
vidual advancement was not only of personal importance but was seen as a means
to further social progress.

2.3 The Ideals of Business Education in University Business
Schools

2.3.1 The Ideal of Managerial Professionalism: Moral
Purpose

The founders of American business schools asserted from the beginning that ethics
education was central to their purpose (Abend 2013; Khurana 2007). The question
of whether or not business and management should and could be taught in the uni-
versity was not addressed, perhaps because the growing importance of the manage-
rial function made it so highly attractive as an area of education. From the beginning,
business schools adopted the assumptions of social efficiency as the predominant
framework for management studies, thus claiming strong social purpose for both
the curriculum and the graduates. Consistent with the agenda of social efficiency,
the business curriculum and the growing importance of management fostered effi-
cient use of labor and all other natural and human resources for the sake of social
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progress and political stability. At the same time, university business education
offered the opportunity for merit-based advancement into the managerial class, giv-
ing a nod to the educational agenda of social mobility. In an ironic twist, the upward
social mobility of managers depended upon the efficient use of the human capital of
the great majority of laborers who were assumed to not need to advance socially or
economically. Thus, the graduates of the business schools became the elite repre-
sentation of a widespread and popular educational agenda that was implicitly not
expected to be widely achieved by the common laborer.

If social efficiency guided the business curriculum, it was the third direction for
educational reform—the humanist and mental discipline agendas—that provided
the rhetoric and rationale for the business ethics curriculum. University leaders pro-
jected a moral purpose for their programs: to establish business management as a
profession imbued with the intellectual virtues and dedicated to meeting democratic
social obligations. This purpose was consistent with contemporary efforts by the
leaders of higher education to uphold the best of the Western intellectual and moral
tradition, as represented by the report of the Committee of Ten in 1893. At the same
time, business ethics education tilted strongly away from a strictly intellectual
approach to virtue, emphasizing instead the practical virtues as articulated in the
publication of Cardinal Principles of Secondary Education in 1918. The seven prin-
ciples or goals promoted in the latter were (1) health, (2) command of fundamental
processes, (3) worthy home-membership, (4) vocation, (5) citizenship, (6) worthy
use of leisure, and (7) ethical character (National Education Association [hereafter,
NEA] 1918). Three of these merit some elaboration as central notions of moral and
professional education: vocation, citizenship, and ethical character.

Vocational education was expected to “equip the individual to secure a liveli-
hood for himself and those dependent on him” but also “to serve society well
through his vocation, to maintain the right relationships toward his fellow workers
and society, and, as far as possible, to find in that vocation his own best develop-
ment” (NEA, 1918, p. 13). The report was specific in its commitment to this wider
understanding of vocation, declaring that education

should aim to develop an appreciation of the significance of the vocation to the community
and a clear conception of right relations between the members of the chosen vocation,
between different vocational groups, between employer and employee, and between pro-
ducer and consumer. (NEA, 1918, p. 13)

Vocational education, in this perspective, was nearly synonymous with the duties of
professions: “a sense of public duty...counterpoised to the simple maximizing of
income” (Khurana 2007, p. 68). The Christian ideal of following one’s calling there-
fore survived but without explicit religious reference, providing a moral ground for
personally meaningful and socially responsible work.

Citizenship education was to be based on a sense of membership in a community,
a state, a nation, and ultimately in the world with an international perspective on
social problems and responsibilities.

The following are essential: A many-sided interest in the welfare of the communities to

which one belongs; loyalty to ideals of civic righteousness; practical knowledge of social
agencies and institutions; good judgment as to means and methods that will promote one
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social end without defeating others; and as putting all these into effect, habits of cordial
cooperation in social undertakings. (NEA, 1918, p. 13)

The report continued at some length to elaborate instructional methods to foster a
cooperative spirit among students and a sense of school community and loyalty.
“The ideals of democracy and loyalty to them” received prominent attention, with
particular interest in passing these on to immigrant populations (NEA, 1918, p. 14).

Ethical character was presented as the “paramount” objective of secondary
schools. Two sides of moral education were emphasized: instilling “the sense of
personal responsibility and initiative” and fostering “the spirit of service and the
principles of true democracy” (NEA, 1918, p. 15). Thus the dual aims of moral
education were set forth: one directed internally to moral character and discipline,
and the other directed outward to service and citizenship. In this, the report echoed
the themes of the earlier report on Moral Values in Secondary Education (NEA
1917), which declared the teaching of moral values the “paramount aim” of high
schools. Moral education should build moral character, “to equip our pupils is fully
as possible with the habits, insights, and ideals that will enable them to make
America more true to its best traditions and its best hopes.” At the same time, “wor-
thy initiative” should be combined with cooperation and directed outward toward
“right living together in a democracy” (NEA 1917, p. 7). In this way, personal ambi-
tion was blessed as an part of ethical character as long as individual striving for
success ultimately served the common good.

The NEA commissions that generated these reports were composed of many of
the leading university leaders and educational officials who promoted the first busi-
ness schools. They saw the high school curriculum as a transition from elementary
instruction to college and university studies where those few qualifying candidates
could prepare for leadership positions in education, politics, the professions (doc-
tors, lawyers, and clergymen), and now business. As such, they modeled high school
instruction on college expectations and incorporated two different ideals that were
carried over into business education. One ideal was the cultivation of mental disci-
pline and the investigation and creation of new knowledge as a public service and as
a program for building strong moral character based on the virtues of the Western
intellectual tradition. The second ideal envisioned a diversification of elective sub-
jects and preparation for particular contemporary areas of work and modern lines of
study, promoting open inquiry as the fundamental practice for moral uprightness
and the path to the greatest social benefits overall (Reuben 1996, p. 76).

By the early twentieth century, the second ideal dominated considerations of
moral purpose in higher education. Open-minded scientific inquiry was associated
with a set of moral and intellectual virtues particularly suited to the historical
moment of technological and industrial progress, what the historial David Hollinger
called an “ethic of science”: clarity of thought, the search for truth, a commitment
to universality, a passion for knowledge, patience, singleness of mind, humility,
reverence, and imagination” (Reuben 1996, pp. 135-136). Diligence in exercising
these virtues contributed to both personal moral development and social progress in
solving social and economic problems and informing the best route to social
reforms. Thus, the social sciences emerged as major preoccupations in the universi-
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ties as the preeminent preparation of public leaders with a moral mission, securing
at the same time the professionalization of public service and the moral leadership
of higher education (Reuben 1996, pp. 160-167).

Business schools fit nicely into this dual ideal of moral progress. As leaders of
business enterprises, managers were expected to operate according to scientific
principles of social efficiency and economic utility. As public leaders, managers
were expected to carry into their leadership roles the moral values and virtues of
open-minded inquiry and the desire for social progress.

The founding leaders of university business schools had the additional incentive
to imbue business with moral purpose, given their misgivings about the role of busi-
ness in society. Abend (2013) highlighted their perception that business behavior was
a major public concern, all the more so because of the economic power and political
influence of big business. Thus, they made it the raison d’étre of their business edu-
cation curriculum to channel this energy in socially constructive directions. Abend
documented their references to “complaints about unethical business practices,
muckraking exposés, scandals, and demands that something should be done” (2013,
p- 190). Notably, their rhetoric focused on the negative public perception of business
rather than the problematic behaviors themselves, and their response to this negative
perception was to declare a counter-perception: a highly visible commitment to form
the moral character of future businessmen (they were all men at that point), “training
of the consciences of their students in habits of spontaneous morality...[and] a strong
ethical sense and a keen realization of the social obligations of business” (Abend
2013, pp. 177, 186). One leader’s declaration that “true success lies in developing
character rather than heaping up gold” (Abend 2013, p. 179) amounted to a near-
admission that success, commonly understood, was indeed measured in gold.
Tellingly, Abend noted that he had no “quantifiable data about...how many people
were influenced or convinced by what they heard or read, and changed their beliefs
and behavior accordingly” (2013, p. 189), but perhaps that was considered unneces-
sary as long as the moral purpose of business schools was clearly stated and their
declaration of intent was sufficient to justify university business education.

2.3.2 The Ideal of Scientific Management: Ethical Neutrality

Although schools of business were born in the cultural context of scientific profes-
sionalism and moral purpose, increasingly through the early decades of the twenti-
eth century, business schools saw these moral ideals served through a singular
concentration on scientific management (Khurana 2007). Given their preoccupation
with concerns of resource acquisition, costs of operation, market competition, and
profit maximization in business schools and in the marketplace, business instructors
and business leaders saw their social contribution in terms of the growth of their
own businesses and industries, and through this growth, the growth in American
economic power and affluence. At the same time, the ideal that all scientific research
was part of a grand unity of truth and moral progress was losing favor in the



32 2 The History and Ideals of Business Education

universities. The horrors of World War I revealed a dark side to technological inno-
vation and contradicted the assumptions of moral progress in Western civilization.
In both the natural and social sciences, presumptions of moral value were seen as
distracting from the experimental and observation-based pursuit of new knowledge,
contributing to a general trend toward ethical neutrality in research: work with what
is rather than what it ought to be, and ultimately this will advance each area of spe-
cialized knowledge on more solid ground (Reuben 1996, pp. 188—189). The legiti-
macy and credibility of business education depended not on its moral purposes but
on the exchange value of its credential and the use value of the skills taught.

In regard to exchange value, the business degree could be seen as “a credential
that can then be exchanged for something that is intrinsically valuable to the stu-
dents, such as a good job and nice standard of living” (Labaree 1998, p. 6). In
Khurana’s view, this treated the business degree as a “product” that business schools
sold to students as customers, the value of which did not depend entirely or directly
on the skills being learned (2007, p. 344). On the matter of exchange value, the
evidence is clearly positive: a business school degree increased prospects for
employment and for higher income.

The use value of the degree was more complicated. Ordinarily, it would depend
upon the “set of skills and accumulation of knowledge” that would be useful in their
future management roles (Labaree 1998, p. 6), which for business schools would be
the efficiency claims of scientific management and the expertise developed in the
component disciplines of business, with economics as the foundational discipline
(Khurana 2007, p. 314). However, these skills could be and often were acquired in
vocational schools or on the job. The true use value of business schools was instead
to be found in “socialization into a new, or at least newly salient, perspective—one
that...is eminently moral in nature” (Anteby 2013, p. 9).

Perhaps ironically, the use value of the degree rested upon a socialization process
working in the opposite direction: from the workplace to the school. One reason for
the higher employability of business school graduates was that corporations relied
on the business schools to “establish what might be called competence hurdles...
that demonstrate the ability of a student to leap over successively higher hurdles”
(Jackall 2010, p. 44). Someone who could handle the social and performance pres-
sures of school would be more likely to succeed in handling the same kinds of pres-
sure in management. Without doubt, a certain level of competence would be needed
in the workplace, and schools could provide that “rudimentary training in specific
skills” (p. 45). Most important, however, was that managers be prepared to articu-
late credible reasons for the decisions being made—despite the fact that the most
important decisions could not be determined by using the conceptual tools taught in
the schools. It was essential that managers be able to provide a credible rationale for
the decision, making their case in “a central organizational ritual—a kind of cere-
mony of rationality” that reinforced corporate and managerial legitimacy in the face
of “market irrationality” (pp. 74, 75). Quite likely the early founders took it entirely
for granted that strong moral character was the most important thing in business, as
it was in all other areas of life or study, so that business educators could claim in
good faith that “ethical behavior causes success; good ethics is good business”
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(Abend 2013, p. 189) without a need for confirming evidence. However, university
leaders quickly recognized that “business schools were falling far short of their
professional objectives, especially with respect to training students to meet their
social responsibilities” (Khurana 2007, p. 177). As business schools grew rapidly in
the early decades of the twentieth century, their embrace of management as a sci-
ence became more pronounced and their moral agenda receded further from view.

Wharton dean Joseph Willits, who had succeeded Emory Johnson in 1933, noted that many
business schools had been sending their graduates “out with a social philosophy concen-
trated on the goal of ‘a million before I'm thirty,”” thus contributing to “society’s difficul-
ties,” not to their solution. (Khurana 2007, p. 181)

Speaking to business deans at a meeting of the AACSB, Dean Ralph Heilman
declared that business schools “cannot be justified merely by virtue of the fact that
we enable our students and graduates to increase their earning capacity,” either
through credentialing or through greater managerial efficiency. “All activities,”
Heilman insisted, “whether in instruction or in research, presumably must contrib-
ute to social well-being...social progress and human welfare” (quoted in Khurana
2007, p. 178).

Nevertheless, the push for professional moral purpose, already weak in the first
stage of the development of business education, came gradually to be abandoned by
the end of its second stage in the late 1940s. As business schools thrived and
expanded during this period, the notion of management as a profession withered
and disappeared.

2.4 Conclusion

With the abandonment of management as a profession, business education relin-
quished its place among social sciences as professional preparation with a moral
mission. The espoused moral foundations for business education—the commitment
to develop moral character among managers in order to overcome problematic
moral behavior and commit business to social betterment—proved to be weak foun-
dations for professional education. Perhaps, as Khurana indicated (2007, esp. Ch.
1), business ethics education was from the beginning more concerned with legitima-
tion than with moral conversion or character development. University entrepreneurs
seized upon business education as an opportunity to ally themselves with wealthy
and powerful business interests, using the moral commitments of professionaliza-
tion to legitimize management as a social service and at the same time legitimize
their business schools as academies of moral character. This path of development
has left business ethics education lacking both effectiveness and credibility.

In sum, the founders of business schools posited three interrelated social and
philosophical foundations for business ethics education: (a) the institution of man-
agement as a profession with moral obligations to social good and (b) therefore
committed to shaping personal moral character to direct business to social betterment
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and, at the same time, (c) to counter the public perception of problematic business
behavior. All three were plausible, yet none of the three actually guided the develop-
ment of the business curriculum or gave the educational enterprise its credibility in
the eyes of students and employers.

What emerged instead were educational foundations located in quite different
social facts and philosophical assumptions: (a) the fact that university studies in
business enhanced employment opportunities, (b) the fact that business schools
attracted large amounts of private funding to universities, and (c) a philosophical
conviction that scientific management improved efficiency and thus profits (Khurana
2007)—even though the MBA has not been shown to actually improve business
performance (Pfeffer and Fong 2002). These social and philosophical foundations
have, at least until now, fueled the expansion of business schools and undergirded
their establishment as a success story for higher education.

The clarity of these robust foundations stands in stark contrast to the apparent
marginalization and weakness of business education as profession formation or as
socialization for social responsibility. The argument continues to be made that man-
agerial professionalism with a clear social purpose and clear standards as a profes-
sion could firmly establish management with a clear public identity, publicly
committed standards of service, and internalized commitments to self-regulation
(Khurana 2007; Khurana and Nohria 2008). Yet one must wonder how this founda-
tion might succeed where it has for so long failed.
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Chapter 3
Contemporary Foundations for Business
Ethics Education

Abstract Business ethics education was founded on conflicting assumptions
regarding the role of business in society. On one hand, business was presumed to
play a positive role morally and socially in generating societal wealth and distribut-
ing that wealth broadly, with particular reward to individuals according to the merit
of their own good work in a situation of fair opportunity. On the other hand, busi-
ness was seen to have a negative effect morally and socially by encouraging narrow
self-interest and allowing wealthy industrialists too large a role in bending govern-
ment to their will and benefit. These conflicting philosophical and social founda-
tions of business ethics education paralleled conflicting traditions and assumptions
in Western moral philosophy regarding the moral value of self-interested economic
activity, whether it tended toward ultimate social benefit or contradicted the tradi-
tions of socially beneficial virtues and individual impartiality in doing the right and
good in accord with duty. In this chapter, I propose a reorientation of business ethics
education to align with self-interest rightly understood in a competitive free market
economy. This proposal rests on historical and philosophical evidence that the
moral obligations of business are grounded in self-interest with a social purpose.

Keywords Educational foundations ¢ Moral education ¢ Character education
Values clarification * Cognitive-developmental approach

3.1 Introduction

Education needs solid foundations to be effective, building on crucial social facts
with well-founded assumptions. The effectiveness of drivers’ education depends on
the social fact that automobiles are an extremely useful form of transportation and
that adults must learn to drive them: both knowledge and practice that are essential
for safe driving. Similarly, we can ask regarding business ethics education what
ethical performance will in fact be expected of graduating students and how the cur-
riculum will strengthen this performance.

Business ethics education was founded on conflicting assumptions regarding the
role of business in society. On one hand, business was presumed to play a positive
role morally and socially in generating societal wealth and distributing that wealth
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to individuals according to the merit of their own good work in a situation of fair
opportunity. On the other hand, business was seen to have a negative effect morally
and socially by encouraging narrow self-interest and allowing wealthy industrialists
too large a role in bending government to their will and benefit. These conflicting
philosophical and social foundations of business ethics education paralleled con-
flicting traditions and assumptions in Western moral philosophy regarding the moral
value of self-interested economic activity, whether it tended toward ultimate social
benefit or worked against the traditions of socially beneficial virtues and individual
impartiality in doing the right and good in accord with duty.

The historical development of university business schools always aligned closely
with the interests of the business community. Attempts to define and promote busi-
ness ethics as a social reform from outside this alignment merely made ethics edu-
cation less relevant in the business curriculum. What is needed is a reorientation of
business ethics education to align with self-interest in a competitive market econ-
omy: self-interest rightly understood as first observed by Alexis de Tocqueville in
his travels through early 19th century United States (Tocqueville 1840/1990). This
proposal rests on historical and philosophical evidence that the moral obligations of
business are grounded in self-interest with a social purpose.

This proposal also rests on an important social fact that is too often overlooked in
discussions of ethics and market economies: the market is socially constructed and
politically constrained. The so-called “free market” in Western capitalist economies
is continually being shifted and shaped by regulations, incentives, monetary policy,
tax policy, infrastructure investments, and many other social projects. To call these
“interventions” would be a misnomer, reflecting a false assumption that national
market economies could function smoothly without government action. The social
and political nature of the marketplace points to the need for a business ethics
grounded in these facts. Individual virtue or courageous personal integrity must
operate within our collective level of satisfaction that the marketplace as we have
structured it is fulfilling its social purposes. Advancing business ethics as a matter of
justice depends upon personal integrity but also a context of social approval.

3.2 Education in the Ethics of Business

A great deal of research has been done on business ethics education regarding its
academic content and its growth or decline in the business core curriculum, with
increasing urgency following the Enron scandal in 2002 and the banking crisis in
2008. This research does not address the question of foundations or give these ques-
tions their due weight. However, degree requirements in business ethics and the
frequency of offerings do invite assessment of how important ethics is in the under-
standing of business that is being taught and how effective ethics courses are in
shaping students’ values and behavior for a career in management. This research is
a starting point for asking upon what foundational facts and concepts the teaching
of business ethics depends today.
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3.2.1 Required Coursework

To begin with facts, ethics is being taught. As Daniel Baer has observed, the com-
mitment to teaching ethics is “proclaimed at alumni dinners, advertised to prospec-
tive students...And business school deans and university presidents claim...that
ethics matters, that it is integral to their business schools, that it is foundational to
their missions” (Baer 2009, p. A27). Recent research on ethics coursework in busi-
ness schools shows that the amount of such coursework is increasing.

Expressing the same urgency regarding teaching business ethics that has marked
this field from the beginning, Solberg et al. (1995) reported that more needed to be
done:

Results of the survey [of AACSB deans] indicate that only 32 percent of responding schools
teach a separate course in business ethics and only slightly more than half of that number
make the course a requirement for graduation. Thus, approximately 16 percent of AACSB
schools sampled require a course in business ethics as part of business education. (1995,
p. 73)

Nearly 10 years later, in their survey of deans and other leaders of ASCSB schools
in 2003, Evans and Marcal (2005) reported from nearly 300 respondents that 25 %
of MBA programs and 34 % of undergraduate programs required an ethics course
(2005, p. 240). A few years later, Evans et al. (2006, p. 284) found that 62 out of 123
selective MBA programs required a course in business ethics. Christensen et al.
(2007) collected responses from 44 global MBA programs, showing that while only
25 % required a stand-alone ethics course, 84.1 % of the responding schools require
coursework on topics such as corporate social responsibility and sustainability. The
Aspen Institute (2012) also reported a positive trend in the frequency of ethics
requirements in its on-going survey of 100 top business schools. Defining “relevant
coursework” as “courses offered that contain social, environmental, or ethical con-
tent” (2012, p. 3), the Institute summarized its findings:

The percentage of schools surveyed that require students to take a course dedicated to busi-
ness and society issues has increased dramatically over time: 34 % in 2001; 45 % in 2003;
54 % in 2005; 63 % in 2007; 69 % in 2009; 79 % in 2011. (2012, p. 2)

3.2.2 Teaching the Ethics of Business

In light of these numbers, it may seem surprising that Rutherford et al. (2012) con-
cluded that “One of the most astonishing aspects surrounding the wave of corporate
scandals in recent years is the fact that they have resulted in so little change in our
institutions of higher education” (2012, p. 175). However, these researchers were
focusing on undergraduate business programs rather than the MBA, where they
found that “only about 25 % of AACSB-accredited schools in the United States
require a stand-alone business ethics course” (2012, p. 183). They pointedly asked,



40 3 Contemporary Foundations for Business Ethics Education

If there is a crisis of ethical behavior in business and business schools are the training
ground for future business leaders, why are so few schools requiring their students to take
business ethics coursework? (2012, p. 175)

They found that the primary drivers of business ethics requirements were the values
of the school and of the leadership, often in response to external pressures. For
example, religious schools seemed obliged to emphasize their concern for moral
character because it was part of their declared mission (2012, p. 183), while schools
with wealth and prestige seemed to “feel less need to respond to external pressures
(i.e., demands from the media that business schools provide better ethical training
to future managers)” (2012, p. 183). These findings help explain the apparent con-
tradiction that business school deans in 2003 believed their schools should offer
more ethics coursework but at the same time did not believe that ethical business
leaders are more effective (Evans and Marcal 2005, p. 244).

Toubiana (2014) found a similar contradiction in her research. On one hand, she
noted that “Business School Deans have recognized that the financial crisis mounted
pressure on business schools to make substantial changes to their program delivery”
(2014, p. 82). On the other hand, she observed that high levels of sensitivity to con-
cerns of justice among business faculty co-existed with an educational environment
in which those concerns are marginalized or constrained by long-standing, deep-
seated convictions in business education that business exists to make a profit, that
the most valued research is quantitative, and that quantitative research need not and
perhaps should not include reference to matters of ethics (2014, p. 92).

Perhaps Evans et al. (2006) put the finest edge on these contradictions: Despite
the fact that “corporate ethics officers and other ethics-responsible corporate execu-
tives openly worry about the ethical standards” of new employees, they do not act
on this worry.

But do the corporate sponsors of business school research, the executives after whom build-
ings and schools are named, the wealthy business alumni donors to schools, and other
actors in the business world pressure the schools they work with to address matters of ethics
in meaningful ways? Have those individuals and corporate decision makers made efforts to
inform themselves of the state of business ethics education? And is concern for ethics being
made part of the day-to-day engagement companies have with business schools through the
process of recruiting graduates? Do recruiters give school placement offices the slightest
hint that corporations actually care about the ethics education of newly hired employees?
(Evans et al. 2006, p. 289)

The lack of pressure on business schools to make ethics education more effective
could reflect a belief that education cannot change personal values and moral atti-
tudes. To the contrary, however, exactly such value and attitude changes occur in
response to other aspect of the business curriculum: “Those [MBA students] who
said they believed that maximizing shareholder value was the prime responsibility
of the corporation increased from 68 % upon entry into the program to 82 % by the
end of the first year” (Gioia 2003, p. 256).

Indeed, educators continue to insist that ethics education is relevant, since man-
agers’ “values, beliefs, and prior experiences heavily influence their decisions...
[and] there is compelling evidence that having employees engage in ethical behavior
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is beneficial to businesses” (Rutherford et al. 2012, pp. 177, 183). Yet despite such
declarations of concern, increasing coursework, and the belief that good ethics
improves performance, business ethics education is not central to the business edu-
cation enterprise. Or, to put the matter more precisely, there is an overriding ethic
that matters much more: the duty to shareholders to maximize value.

The dominant principle first-year students are actually learning is not informed ethical
action; it is “property rights” (operationally defined as the dominant rights of shareholders
and the duty of executives to act in the service of those rights)...The implication is that
while we broad-view management professors are trying to teach ethical action in that mea-
ger ethics module most MBA programs now allot, our colleagues down the hall who are
teaching finance, industrial economics, foundations of capitalism, and even accounting, are
giving overt precedence to shareholder property rights, with only a brief tip of the hat in
acknowledging the desire for ethical action within the property rights framework. (Gioia
2003, p. 257)

Indeed, as a colleague of Gioia’s declared, to do otherwise would be unethical
because the manager would be dishonestly posing as the agent of owners’ interests
while substituting his or her own set of ethical principles instead (Gioia 2003,
p- 258). Tying executive compensation to stock prices through stock options has
reinforced this ethical obligation with a powerful financial incentive to align
manager-owner interests, although it is also driving more complex notions of busi-
ness value or stakeholder value into the margins and courting the moral hazard of
executive windfalls on short-term increases in stock price (Beinhocker 2006, p. 406;
Shiller 2012, p. 23).

3.2.3 The Disconnect in Business Ethics Education’

This inquiry into moral education arose not from a general pessimism about the
quality of our schools nor from a chronic lament about the sorry state of the world,
but rather from a specific recognition of educational failure: the teaching of ethics
in business schools. The lack of attention to the effectiveness of ethics education
reflects its marginalization. Overall, “evidence is mixed as to the effectiveness of the
business ethics courses” (Rutherford et al. 2012, p. 184), but this is not surprising
given the persistent difficulty in demonstrating causal relations in educational
research (Labaree 1998). Similarly, despite the popularity of integrating ethics
across the curriculum and the good reasons for doing it (Fotaki and Prasad 2014),
“what little research exists on the effectiveness of ethics integration demonstrates
the difficulty of attaining integration across disciplines and courses” (Evans et al.
2006, p. 289). Where integration does occur, it may be subordinate to more impor-
tant business concerns.

'This section is excerpted and adapted from this author’s “The Pragmatic Pursuit of the Good,”
previously published in Democracy &amp; Education: Collected Perspectives, Viktoria
Byczkiewicz (Ed.), pp. 35-82. Los Angeles, CA: Trébol Press, 2014. Used with permission
of the publisher.
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Reflecting on the financial meltdown in 2008, Kelley Holland (2009) noted that
all of the major figures contributing to the crisis held M.B.A. degrees. She quoted
Angel Cabrera, a management school dean:

It is so obvious that something big has failed. We can look the other way, but come on. The
C.E.O.s of those companies, those are people we used to brag about. We cannot say, “Well,
it wasn’t our fault” when there is such a systemic, widespread failure of leadership. (2009,
para. 5)

The instructors Holland interviewed offered two explanations for business schools’
contributions to this failure: the schools are successfully teaching students that their
primary responsibility is to maximize shareholder value, and at the same time they
are not succeeding in teaching ethics.

As Baer (2009) noted, business schools have not invested in ethics instructors
and research as they have in other areas of the curriculum: “Most top business
schools have done little to build a core presence of tenure-track faculty members in
ethics” (2009, p. A27). John Quelch (2005), writing before the financial crisis, saw
the same lack of priority for ethics and same commitment to the high priority on
financial success:

Most business schools pay lip service to teaching ethics, but few professors can or want to
follow up. As a result, research in this area still falls short relative to its importance. It may
well be, as Milton Friedman contends, that “the business of business is business,” but the
slavish dedication of many business-school academics to studying how to increase short-
term shareholder value, and reward managers in such a way that encourages them to do so,
borders on myopia. Increasingly, business leaders recognize that solving social problems is
critical to long-term business success....(p. B19)

Mr. Khurana and Mr. Gintis put it more starkly, that the theory of shareholder pri-
macy taught in business schools “creates an atmosphere that legitimizes a culture of
greed in which managers are encouraged to care about nothing but personal gain,
and in which such human character virtues as honesty and decency are deployed
only contingently in the interests of personal material reward” (quoted in Mangan
2006, p. A15). To say that personal greed is legitimized is not to claim it is taught
directly; it is fostered in more subtle and indirect ways.

The documentary [A Dangerous Business, PBS Frontline, 2003] was effective because it
demonstrated clearly that when companies or individuals act unethically, people can be
harmed. Why don’t students generally see this connection? In part, because few examples
of unethical behavior are as extreme as those in the McWane case...But another reason is
that this is how students are taught to think in business school. Across most curricula, stu-
dents learn to consider the financial implications of unethical acts, such as the risk of fines,
penalties, lawsuits, and damaged reputations. Their professors show how these actions
negatively affect organizational outcomes, such as profitability. But little time is spent
teaching students that unethical behavior can actually harm employees in tangible, non-
monetary ways. (Promislo and Giacalone 2013, p. 22)

By recasting ethical issues as monetary issues, students learn that the real world
standard for business operations is financial success. Ethical issues are real but sub-
ordinate. This subordination of ethics to finances can also make it more difficult for
employees to speak up when ethical concerns might conflict with business,
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compounding the social pressures employees feel to minimize negative information
when reporting to superiors or, indeed, to avoid being labeled a troublemaker by
questioning organizational priorities (Milliken et al. 2003).

Thus, the lack of educational impact in business ethics can be seen as two sides
of one coin: students correctly grasp the centrality of corporate and personal success
on one side and the subordinate role of ethics on the other. This lack of impact is
compounded, however, by the kind of ethics taught and the way it is taught. The
typical curriculum is well summarized by Julian Friedland, who described his suc-
cessful students as learning to apply “canonical ethical theory to contemporary
business dilemmas, wrestling with their values and reconsidering the proper role of
business in society” (Friedland 2009, p. A26). In a context with strong social rein-
forcement, such exercises in values clarification and canonical ethical theory—most
prominently, the moral theories of Kant and Mill—could be expected to change
behavior. But given the clear priority on business success, wresting with ethical
dilemmas can become solving a complicated puzzle that is related to business but
not relevant to business decisions and outcomes. Educational priorities echo social
priorities, and the actual role of business in society carries more weight than aca-
demic exercises in ethical analysis.

Two central questions emerge from this review: How important is the study of
business ethics in light of the overall or principal aims of business schools, and—
indeed—how important is ethics, as it is currently being taught, to business? The
research cited above indicates that the foundations of business ethics education
today are the same as 100 years ago: the perception that business behavior is a pub-
lic problem and the conviction that individual moral character is the remedy,
although now with less attention to managerial professionalism. In responding to
concerns about business behavior, business schools are adding ethics or ethics-
related courses to the curriculum, but these efforts may do more to maintain their
reputation as leading schools, satisfy important constituents, or highlight their iden-
tity as schools committed to moral standards or religious values (Evans et al. 2000,
p.- 287) than to change the dominant teachings in business education or improve
business behavior. The educational problem therefore appears to be located at the
intersection between the very real world of business and the theoretical and indi-
vidualized constructs of ethics. It is not a simple problem to address: a real-world
ethical theory is needed, articulated as a theory of applied morals and carried for-
ward as education through increasing use in the real world.

For someone familiar with the writings of John Dewey, the problem and direc-
tions for addressing these questions echo his long campaign to redeem ethics from
its isolation in the individual conscience and from its marginalization in fixed ideals,
in order to incorporate it into human activity as a practical social science for the
betterment of society: a pragmatic pursuit of the good.

The belief that all genuine education comes about through experience does not mean that
all experiences are genuinely or equally educative. Experience and education cannot be
directly equated to each other. For some experiences are mis-educative. Any experience is
mis-educative that has the effect of arresting or distorting the growth of further experience.
An experience may be such as engenders callousness; it may produce lack of sensitivity and
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of responsiveness. Then the possibilities of having richer experience in the future are
restricted. (Dewey 1938/1963, pp. 25-26)

Continuing in the current path thus exposes business students to two hazards: their
education in business teaches an unsustainable ethic as a definition of success,
which their education in ethics does not address.

3.3 Current Business Ethics Education—Values, Virtues,
and Cognitive Development—vs. the Pursuit
of Self-Interest

In this section, I investigate the relevance and importance of the social and philo-
sophical foundations of business ethics education. Two sets of educational founda-
tions are examined: first, the foundations for the explicitly declared aims and
methods of ethics coursework in strengthening moral character in order to avoid
unethical business behavior and improve business performance; and second, the
foundations for the implicitly dominant ethic in business schools, the duty of self-
interest and maximizing shareholder value as taught in management courses and
reinforced in the disciplines of finance, marketing, accounting, human resources,
and economics.

3.3.1 Moral Education: Foundations and Methods’

AACSB International (2004) cited consequentialism, deontology, and virtue as
three “decision-making frameworks” (p. 12) taught in business schools. This pre-
sentation is typical but confusing. What the terminology suggests is that when faced
with a difficult decision, one might determine a morally good or just route by weigh-
ing the consequences, by identifying and analyzing one’s duties, or by considering
the choices and effects in terms of moral character. Quite clearly, all three consider-
ations are relevant and important; they are also overlapping and interdependent.
Depending on the situation, one of the three may be more telling than the other two,
but this observation suggests that the decision-making framework in use is none of
the three. Rather, some kind of situational analysis is in play that depends less on
ethical theory than on recognition of social cues, customary patterns of behavior,
and personal or professional commitments and role-taking.

2This section is adapted, with significant revisionos, from this author’s essay, “Social Responsibility
as a Matter of Justice: A Proposal to Expand Business Ethics Education,” in M. C. Coutinho de
Arruda and R. Rok (Eds.), Understanding Ethics and Responsibilities in a Globalizing World,
pp- 229-246 (Switzerland: Springer International Publishing, 2016).
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For persons familiar with collegiate philosophy courses, it is obvious that the
categories cited in the AACSB report mirror the customary curriculum in introduc-
tory ethics. Consequentialism and deontology are rational ethical theories associated
with John Stuart Mill’s Utilitarianism (1861/1979) and Immanuel Kant’s Groundwork
of the Metaphysic of Morals (1785/1956), respectively; virtue ethics is often repre-
sented by Aristotle’s Nicomachean Ethics (trans. 1962). All three are standard texts
in introductory ethics courses. The first two are philosophical attempts to capture the
fundamental moral obligations of the Golden Rule in a strictly rationalist theory with
a single central principle. Both offer this principle as a guide for moral decision-
making and for just social policy. Similarly, Aristotle was attempting to describe
fundamental moral obligations but with an eye toward if and how morals could be
taught. These are not distinct and separable decision-making frameworks, since all
three authors required the consideration of consequences and duties in moral deci-
sion-making, and all three stressed the importance of moral values and virtues.

Contrary to the AACSB report, however, these ethical theories, however stripped
down or applied, are not the methods of moral education employed in business eth-
ics textbooks. The methods of instruction employed are easily recognized by moral
educators: character (or virtue) education, the cognitive developmental approach,
and values clarification.

Character education addresses the concern for moral continuity, the perennial
task of ensuring that new generations inherit the morals of past generations. It was
first articulated in Western society by Plato and Aristotle, who sought to cultivate
virtues such as wisdom, justice, beauty, magnanimity, and courage—all of which
were essential to earn honor and without which manhood was disgraced and life
was not worth living. It was clear that children were not born with these virtues;
they had to be learned by doing, with the aim to form virtuous character as a habit
through virtuous action (Nicomachean Ethics, Bk. VI. 1103a). Yet virtue could not
be taught in the same way that one could teach conceptual or scientific knowledge
(episteme). Virtues were a matter of practical wisdom (phronesis) that could only be
learned by observation of exemplars and performance under the burden of responsi-
bility. The educator’s role is thus to provide direction, practice, role models, and
support in cultivating traditional virtues, to the point that these become habitual—in
the context of a virtuous community that can reward good behavior and sanction
moral failure (Lickona 1991; Ryan 1996). When faced with a demand for respon-
sible action, youth were expected act as their moral superiors might act and then
submit to—and be guided by—the praise or recrimination of these authorities.

Character education has been a major purpose of schooling throughout history
and was an explicit aim of compulsory schooling in the U.S. (Gutek 1972). The
social foundations of character education remain strong as long as moral authorities
and the community at large agree which characteristics are virtuous and which vir-
tues are most important. Honor was most highly esteemed in ancient Greece,
harmony in ancient China, and mercy in early Christianity. Virtues change as societ-
ies change, and one of the fascinating stories of Western society is the transition
from the aristocratic morals of ancient Greece and Rome to the Christian morality
of faith, hope, love, humility, self-sacrifice, and forgiveness—and then, in the
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Reformation and Modern Era, a Christian morality of thrift allied with a secular
morality of individual, scientific, and social progress. In their own time, each of
these virtue sets constituted a new basis for honor, altering but not totally supplant-
ing the older virtues and values. The advent of the Modern Age brought new social
facts into play that challenged the established moral authorities of Christian Europe,
as explorers encountered previously unknown peoples with different bases for
honor and mercy. As religious authorities lost their exclusive position as arbiters for
morals, the fundamental assumptions and convictions of the tradition were trans-
lated into rational principles: hence, the works of Kant and Mill, among many oth-
ers. Reason and personal integrity were expected to stand on their own without
depending on loyalty to communal norms.

At the same time, educators began to stress individual identity as a developmen-
tal project, tracing the progress of children from dependence and social conformity
to independence and self-determination. Thinkers such as Michel de Montaigne,
Francis Bacon, John Milton, and John Locke sought to adapt education to the child
as the most effective way to adapt the child to society and goodness. None were as
influential, however, as Jean Jacques Rousseau whose Emile (1762/1956) system-
atically walked its readers through infancy, childhood, youth, and manhood to show
how the developmental processes inherent in human nature unfolded for the good,
if only anxious educators did not get in the way. Rousseau insisted that it was “an
incontestable principle that the first impulses of nature are always right” (p. 40).
Rather than teaching morals explicitly, teachers and parents should model good
morals: before “the making of a man you must be a man yourself” (p. 42), so that
the child learns by natural powers of observation and growth how to grow into a
moral youth. Rousseau laid the foundations for the child-centered curriculum with
his admonition to educators to first “observe your pupil carefully before saying a
word to him” (p. 42).

Thus the stage was set for a new method of moral education, less dependent on
inherited values and established authority and instead grounded in the new sciences
of psychology and sociology. Through the early decades of the twentieth century,
sociologists and psychologists of education worked out developmental theories of
learning, gradually articulating the stages of development from childhood and fam-
ily to adulthood and social membership (Durkheim 1925/1973; Piaget 1932/1965;
Vygotsky 1934/1986; Dewey 1938/1963; Erickson 1959). These seminal thinkers
set the stage for Lawrence Kohlberg’s cognitive-developmental approach (1969),
which adapted and interpreted previous staged-based theories of child development
in light of Kant’s theory of moral duty as rational imperative, captured in the ratio-
nal moral law of the categorical imperative. Writing at the height of the Civil Rights
Movement, Kohlberg wanted to explain and foster the ability of individuals to rise
above the accepted morals of their communities and aspire to higher principles of
justice (Kohlberg 1980, p. 74). He pointed to leaders such as Gandhi and Martin
Luther King, Jr. as examples of the highest moral development: persons committed
to impersonal principles of justice and willing to confront existing social arrange-
ments and loyalties steadfastly, even to the point of death. Kohlberg’s method of
instruction closely followed his theory’s dual foundations in social psychology and
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philosophy: As a matter of natural growth, the child could be expected to develop
through stages of awareness and judgment from pre-conventional to conventional to
post-conventional, with moral judgment progressing through each stage toward the
highpoint in moral philosophy. The role of the moral educator was to stimulate a
child’s natural autonomy and reasoning power through the use of carefully crafted
age-appropriate moral dilemmas to foster natural development from social confor-
mity toward moral independence and the highest principles of justice, i.e., decision-
making “centering on principles of justice” (Kohlberg 1980, p. 71). James Rest,
who continued Kohlberg’s work, described each new stage of moral development as
an elaboration of the previous one in a progressive ability to organize cooperation
(Rest 1994, p. 5).

Values clarification emerged about the same time as the cognitive-developmental
approach, building on the social fact of moral pluralism in the modern world and a
clear conception of individual integrity: remaining true to one’s own values while
respecting the values of others. Instruction facilitated the development and strength-
ening of each individual’s moral identity and autonomy, as youth gradually became
aware of moral disagreement in basic social dimensions such as gender roles, sexual
orientation, war and peace, and religion. Values clarification was designed to help
students sort through conflicting moral imperatives in a culturally diverse world
(Fletcher 1966), to ensure that adolescents could explore moral alternatives without
recrimination under the ideals of integrity and tolerance. In contrast to the formative
aims of character education, values clarification focuses on the emergence of criti-
cal thinking at adolescence when youth are inclined to question received beliefs.
The educator’s role is to help learners see and raise questions of value, seek values
that resonate with their understanding of themselves and the world, and move
through questioning to settled moral commitments. Because of its openness to ques-
tioning, this approach is sometimes confused with moral relativism, “that there is no
such thing as universal truth in ethics” (Rachels 1993, p. 17). Although the method
was misconstrued as permissive and criticized as moral relativism, it in fact fostered
a critical rational approach by examining different moral stands as well as one’s
own inherited standards and authorities, all in the context of open dialogue gov-
erned by rules of civil discourse. As such, it was grounded in the social psychology
of individual development and identity formation and committed to the fundamental
virtues of integrity and tolerance, and thus oriented toward the demands of demo-
cratic participation in a pluralistic society governed by norms of public reason. This
approach to moral education stands behind the work of Comer and Vega (2011) on
moral intensity, in recognizing and holding firmly to one’s own core values even as
one respects the fact that others may disagree.

As these three distinct approaches moved into the educational mainstream, moral
educators and textbooks borrowed variously from all three and the clarity in their
foundations was lost. For example, character education re-emerged in the 1980s
with elements borrowed from values clarification, presenting a set of universal vir-
tues that varied only in cultural expression (Lickona 1991). This adaptation weak-
ened character education by blurring its social foundation in the moral esteem of the
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community, and it compromised values clarification by positing a predetermined set
of acceptable virtues with diminished tolerance for diversity.

3.3.2 Social Foundations for Moral Education in Business
Schools

As I have shown in detail elsewhere (Schweigert 2016), this lack of attention to
educational foundations has compromised the effectiveness of business ethics edu-
cation, resulting in an educational enterprise that lacks conceptual clarity and is dis-
connected from crucial social facts in the business environment: the moral pressures
and ordinary demands of ambition, uncertainty, liability, and loyalty. By this I do not
mean that textbooks do not address business issues—they certainly do, and with
great insight and relevance. Nor do I mean that good teaching methodologies are not
in use or being proposed (Promislo and Giacalone 2013; Sternberg 2009; Zielinski
2010). My concern is that business ethics education has been taught alongside the
primary assumptions and moral drivers of business behavior as though the two sets
of values and virtues are aligned and in harmony. This is a false sense of compatibil-
ity, a sort of marriage of convenience. As a result, moral educators and the general
public express moral indignation about aberrant behavior after the fact, when the
violators labored under the same ambitions and ideals that are taught in the business
schools and are honored with monetary rewards in the workplace and boardroom.

Character-building for social responsibility in business cannot be effective unless
or until the changes sought in moral character are constitutive of effective business
management. If business schools teach and if students and managers believe that
self-interest and shareholder value are their primary duties to themselves, their orga-
nizations, and their society, then these beliefs constitute moral foundations for a
particular understanding of social responsibility. To make the case that “responsible
management” exposes self-interest as “built on a series of half-truths” (Mintzberg
et al. 2002), educators must revisit the foundational moral duties invoked in making
business decisions in a competitive business environment.

The reality would be different if business management were a profession like law
or medicine in which services to individual clients are necessarily conditioned by a
clear set of public commitments to the common good, with professional mecha-
nisms of self-regulation in accord with publicly declared standards, and with social-
ization into these commitments and standards as constitutive to professional identity
Bayles 1981, esp. pp. 21-24; Khurana 2007, esp. pp. 372-383; Buchholz 2009, esp.
pp- 2-3). In that case, professional membership and practice would be crucial social
facts locating public standards in the heart of business operations and leadership.
Such were the social benefits of managerial professionalism articulated 100 years
ago (Brandeis 1912) still relevant today.

Business places individuals in positions of authority and power who are not constrained by
established norms of professional conduct. The result is frequent instances of aberrant
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behavior, decline in public trust, and increased government regulation. One way to reverse
this trend is to professionalize business management and develop a code of conduct that
will effectively regulate the behavior of business professionals and restore public trust.
Comprehensive ethics education in university business programs is the first step in estab-
lishing these norms of professional conduct. The stakes are high because the only alterna-
tive to self-regulation is increasing government regulation. (Evans and Marcal 2005, p. 247)

But ethics education cannot succeed in teaching a professionalism that is not
demanded for business performance in the field. It remains to be seen if the MBA
oath movement (MBA Oath n.d.) will become an industry standard for schools and
businesses.

In contrast to ethics education, the social and philosophical foundations of the
duties of shareholder value and individual self-interest appear solid. Perhaps the
most important social fact is that efficiency and the values associated with it in sci-
entific management are pursued daily in business decision-making and operations.
The values of self-interest and business profits are reinforced every time they are
rewarded by bonuses or promotions—indeed, every time that matters of social
responsibility are treated as externalities “off the books”, parsed by legal counsel for
minimal compliance, or relegated to public relations. Without question there are
moral conditions for economic efficiency (Schultz 2001), but if there is little demand
that these conditions be met consistently in the business environment, they have
reduced bearing on the social facts of business.

3.3.3 Philosophical Foundations for Moral Education
in Business Schools

There are also three powerful and interrelated philosophical foundations for the
duties to self-interest and shareholder value: the profit-making purpose of business,
property rights and the principal-agent relationship, and distributive justice through
free enterprise. Each of these is well-known publicly and promoted in business edu-
cation, and taken together they form a coherent framework for free market econom-
ics and managerial decision-making. Despite widespread debate on their validity,
their collective influence in business and business education appears undiminished
(Brown 2010; Fusfeld 2002; Shiller 2012; Toubiana 2014). Each of these three phil-
osophical foundations deserves further examination and evaluation.

The profit-making purpose of business was perhaps most clearly stated in
Friedman’s (1962) description of a free economy.

In such an economy, there is one and only one social responsibility of business—to use its
resources and engage in activities designed to increase its profits so long as it stays within
the rules of the game, which to say, engages in open and free competition without deception
or fraud. (Friedman 1962, p. 133)

Friedman’s fundamental concern was the integrity of the free market, which could
create equal opportunity only if social preferences were subordinated to efficiency
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and efficiency was directed only to making a profit. The centrality of efficiency is
consistent with Coase’s (1937) understanding that coordination to increase effi-
ciency explained the existence of the business firm (1937, p. 5). The pursuit of pure
efficiency in a competitive market can overcome the contamination of societal dis-
crimination only because “a businessman or entrepreneur who expresses prefer-
ences in his business activities that are not related to productive efficiency is at a
disadvantage” (Friedman 1962, p. 109). Friedman was highly skeptical that per-
sonal values could be substituted for this clear business purpose:

Few trends could so thoroughly undermine the very foundations of our free society as the
acceptance by corporate officials of a social responsibility other than to make as much
money for their stockholders as possible. This is a fundamentally subversive doctrine. If
businessmen do have a social responsibility other than making maximum profits for stock-
holders, how are they to know what it is? Can self-selected private individuals decide what
the social interest is? (Friedman 1962, p. 133)

Substituting personal moral preferences for efficiency could open space for bias on
race, gender, nationality, particular social welfare priorities, or other political priori-
ties. The moral obligation of the manager was to play by the rules of the game, and
nothing more.

The role of government in this view is to establish rules for fair exchange, to
provide for certain collective goods such as national defense, and to allocate costs
such as air pollution that are difficult to attribute to individual actors. Centralized
economic planning is unnecessary and ultimately a failure, since the economy is too
complex to be managed. Only the price mechanism, which “records all the relevant
effects of individual actions” (Hayek 1944/2007, p. 95), is capable of coordinating
such complexity through myriad decisions highly dispersed throughout the market-
place. Both Hayek and Friedman argued for “making the best possible use of the
forces of competition as a means of coordinating human effort” (Hayek 1944/2007,
p. 85). By concentrating on profits, the free market dispersed power to every indi-
vidual to express preferences through market choices every day (Friedman 1962,
p. 3). This independence of market participation promoted a free society, in two
ways:

On the one hand, freedom in economic arrangements is itself a component of freedom

broadly understood, so economic freedom is an end it itself. In the second place, economic

freedom is also an indispensable means toward achievement of political freedom. (Friedman
1962, p. 8)

An obvious advantage of this understanding of business purpose with its singular
focus on profit-making through efficiency is that it provides a single governing met-
ric for cost-benefit decision-making, business success, and managerial
competence.

The institution of private property is a second philosophical foundation for the
duty of self-interest and shareholder value. Definitions, rights, and obligations of
private property vary (Lebacqz 1986), but the understanding that predominates in
American business seems closest Nozick’s emphasis on lawful acquisition and
transfer (Lebacqz 1986, pp. 55-57). As applied to shareholder value, this means that
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legally purchased equities of any kind are honored as the private property of the
purchaser.

In publicly owned corporations, therefore, shareholders are understood to be
owners; what this means requires closer examination. In a series of papers published
after World War II, the relationship between shareholders and managers was defined
as the relation of principals to agents (Khurana 2007, pp. 315-316). According to
principal-agent theory, the shareholders are owners of the corporation with a private
property interest in maximizing a return on their investment, and managers are
agents with a fiduciary duty to serve the interests of these owners. This understand-
ing appears consistent with corporate law, which defines shareholders as owners,
and it offers a way to align the interests of managers with those of the owners
through compensation incentives based on share value.

The clarity of this view depends on simplifying shareholder interest as maximum
return on investment and simplifying managerial responsibility as delivering maxi-
mum shareholder value—both of which have been challenged as over-simplifications
(Stout 2012). More fundamentally, it is clear that shareholders are not owners of the
corporation in the same sense that sole proprietors or partners are owners, since
shareholders do not control the corporation, do not own a discreet property within
the business, and can easily buy into and exit the shareholding relationship (Boatright
1994). It might more accurately be said that shareholders are investors who own
shares (Boatright 1994, p. 396). Rather than stock ownership being justified by
property rights, Boatman argued that it is justified instead as a matter of public
policy, that is, “that institutions in which management is accountable primarily to
shareholders provides the most socially beneficial system of economic organiza-
tion” (1994, p. 401).

Achievement of a wide distribution of wealth is a third philosophical foundation
for business purpose as maximizing self-interest and profits. Both Hayek (1944/2007)
and Friedman (1962) argued at length that economic life is too complex in the val-
ues or ends pursued, constantly changing information, and unanticipated effects to
be managed by central authorities. Only the widely dispersed operation of a free
market can coordinate all these complexities in a way that respects individual free-
dom and offers opportunity to the widest range of actors. They pointed to the free
market economies of Western Europe as evidence for generally improving material
conditions and economic mobility—an argument made in much greater detail by
Stark (2005) in tracing the progress of capitalism from medieval monasteries to
Italian city-states to the Low Countries and England. Sen (1999) gave qualified
affirmation to this view, that “in general, there is plenty of empirical evidence that
the market system can be an engine of fast economic growth and expansion of living
standards,” although government regulation may be necessary where the market is
counterproductive (Sen 1999, p. 26). Such regulation is permissible as long as its
role is advancing free competition and not control and coordination (Friedman
1962, esp. Ch. 2; Hayek 1944/2007, esp. Ch. 12).

Again, this distributive welfare argument depends upon simplification, setting
aside serious questions of equal opportunity and social equity and concentrating on
profit as a singular measure of success—with a vague confidence that justice will
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follow eventually. Not surprisingly, given the wide and persistent disparities in
social welfare during the 1000 year history of capitalism, this confidence in the
anonymous working of self-interest and withdrawal of moral concern for just distri-
bution has been repeatedly challenged (e.g., Dewey 1922/2008; MacPherson 1962;
Polanyi 1944/2001; Tawney 1920, 1926, 1929; and recently, Brown 2010; Frank
2014; Greenhouse 2013; Jones and Felps 2013a, b; Mattick 201 1; Piketty 2013/2014;
Stiglitz 2012; Ulrich 2008).

3.4 Conclusion: Clarity in Teaching Self-Interest vs.
Confusion in Teaching Morals

In summary, the preceding examination of social and philosophical foundations for
business ethics education reveals critical gaps and contradictions. The foundations
for moral education have become confused and, in business ethics education, dis-
connected from the moral hazards, practical demands, and ideals of the business
environment. In contrast, education in the duties of managerial self-interest and
owner/shareholder value maximization is strongly supported by the social facts of
business and personal success and a strongly defended three-part theoretical foun-
dation. In the next section, the social fact of American commitment to free markets
will be examined as an opening to stronger foundations for business ethics
education.
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Chapter 4

Social and Historical Foundations for Business
Ethics

Abstract This chapter is an investigation of the moral norms, sensitivities, and
accountabilities that are endogenous in market activity and constitutive of human
communities as systems of reciprocal exchange. First, I examine how markets have
historically served the common welfare and how these responsibilities have been
understood, beginning with the morality endogenous in archaic and ancient markets
as systems of total service. I then trace the disjunction of markets and morals in
Western Europe under the influence of Christianity, culminating in an explication of
the natural and sacred right of private property as a foundation for the modern com-
petitive marketplace. I conclude by reviewing the history of these ideas as they
shaped the conceptions of government and markets in the founding of the United
States. The ideals of private property were incorporated into public policy with a
vision of individual prosperity and ambition that also served the common good and
provided for the welfare of all. This assumption has fallen short of reality, so that it
is necessary to restore the original unity of private and public good. This will require
recommitment to the innate sensitivities and relations of reciprocity that can provide
a social foundation for business ethics in a system of exchange with potential for
achieving a just economy. Important features of this commitment will be a shared
understanding of substantive fairness in distribution of goods, the vision of the mar-
ketplace as a complex adaptive system aiming for ever greater fit with the natural
environment, wealth as a collective resource that serves individuals and their com-
munities, and the marketplace as a system of provision, protection, and meaning
governed through public deliberation. I conclude that markets have always served
and sustained the common welfare, and this ordinary and necessary public respon-
sibility should be a regular part of management education and business ethics
education.

Keywords Private property * Social welfare * Free market * American economy ®
Invisible hand ¢ Social responsibility
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4.1 Introduction: The Extension of Pro-social Norms
Through Institutions of Belief and Exchange

Humanity has always and only existed in systems of exchange. In the very early
stages of human evolution, humans lived in small kinship bands with strict social
norms governing food gathering and sharing. Survival depended upon these norms,
and they were strictly enforced. With the development of agriculture came wider
circles of exchange, which were sustained by the extension of social norms of fair-
ness and reciprocity to ever larger cooperative networks. Although it could be
argued that enterprising persons simply applied their kinship norms to non-kin
cooperators, there is strong evidence that institutions of exchange were developed
as a way to extend norms of fairness and reciprocity beyond kin groups to any others
who participated in these institutions and abided by the embedded norms.

A crucial ingredient in the rise of more-complex societies was the development of new
social norms and informal institutions that are capable of domesticating our innate psychol-
ogy for life in ever-expanding populations. Larger and more-complex societies prospered
and spread to the degree that their norms and institutions effectively sustained successful
interaction in ever-widening socioeconomic spheres, well beyond individuals’ local net-
works of kin and long-term relationships. It is these particular norms and their gradual
internalization as proximate motivations that recalibrate our innate psychology for life in
small-scale societies in a manner that permits successful larger-scale cooperation and
exchange in vast communities. (Henrich et al. 2010, para. 3)

Henrich and his team investigated markets and religion as the two most likely insti-
tutions for extending cooperative norms across large non-kin networks and societ-
ies. Both institutions curtail individually costly behaviors by punishment, signaling,
beliefs, rituals, and reputational mechanisms to confer social status for pro-social
behavior or denigrate social status for violators. In this way, “‘market norms’ may
have evolved as part of an overall process of societal evolution to sustain mutually
beneficial exchanges in contexts where established social relationships (for exam-
ple, kin, reciprocity, and status) were insufficient” (Henrich et al. 2010, para. 5).

Not all kinds of religion facilitated the extension of pro-social norms, but those
religions that did grew by incorporating ever wider circles of belief and exchange.
Thus those religions that became world religions shared moral norms of generalized
reciprocity, human respect, and fairness.

The evolution of societal complexity, especially as it has occurred over the last 10 millen-
nia, involved the selective spread of those norms and institutions that best facilitated the
successful exchange and interaction in socioeconomic spheres well beyond local networks
of durable kin and reciprocity-based relationships. Although differences in environmental
affordances probably had a profound impact on the emergence of complex societies across
the globe, the rate-determining step in societal evolution may have involved the assembly
of the norms and institutions that are capable of harnessing and extending our evolved
social psychology to accommodate life in large, intensely cooperative communities.
(Henrich et al. 2010, final para.)

In this chapter, I examine several institutions that have played key roles in extend-
ing pro-social norms across large societies. First to be examined are the great
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exchange festivals among archaic societies, the kula and the potlatch, that combined
religion and market exchange through cycles of festivals. Similar institutional
arrangements of markets and religion marked ancient societies, such as the Roman
Republic and Empire. With the collapse of the Roman Empire in the West, markets
and the reach of power became more regional and, with the growth of Christianity,
the market dynamics that had revolved around the great imperial cities now revolved
around local regional centers and churches (Brown 2012). At the same time,
Christian norms of association and conversion spread across Western Europe,
accompanied by the notion of individual liberty. By the conclusion of the Middle
Ages, individual liberty was being translated economically into a conception of
private property, which became a foundational norm for during the Modern Age.
During this same period, norms of fairness and reciprocity diverged from norms of
social welfare and became increasingly identified in economic terms of individual
exchange, competition, and accumulation of private wealth. This brings us to our
task in the present moment, to restore the social welfare dimensions of fairness and
reciprocity and thus reconnect private property with social justice.

4.2 Market Coordination in Archaic and Ancient Systems
of Exchange

The remotest origins are lost to us, but the studies of Marcel Mauss (1950/1990) and
others indicate that primitive and archaic societies arose as systems of exchange
constituted in collective structures and obligations of giving, receiving, and recipro-
cation (Mauss 1950/1990, p. 39). Mauss organized his research around two great
systems of exchange: the kula of Polynesia and Melanesia, which also appeared
with some variations in Australia and Southeast Asia, and the potlatch of the
Northwest American Indians, found also in Siberian societies to the west and among
Eskimos and Plains Indians to the east. Evidence of similar systems were found in
Aryan and pre-Aryan societies of south Asia, the Semitic cultures of the Near East,
pre-classical Greek and Roman customs and law, ancient Norse legends, and
throughout the Germanic peoples of central Europe. Mauss concluded that these
exchange systems of total services existed in all human societies, shaping the
vocabulary in languages and underlying formal systems of law that emerged in the
classical cultures of India, China, Greece, and Rome. These universal systems of
exchange provide important insights into the organization and purposes of human
economies that are critically relevant to the foundations of a just economy today.
The kula and potlatch appeared most prominently as grand intertribal gatherings
marked by feasting, gift-giving, and competitions that ranged from gambling to
combat. However, these festivals were only the most visible features of systems of
obligation and exchange that extended over hundreds of miles and sustained human
communities over millennia on all continents. The grand displays of wealth at the
great festivals provided an overarching structure encompassing and sustaining
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essential social relations and hierarchies (Mauss 1950/1990, p. 7). First, the festi-
vals reinforced the juridical structure of the society including public and private
legal obligations. Second, moral obligations among individuals, families, clans, and
tribes were displayed and reinforced. Third, the festivals reinforced and revised the
political hierarchies of the society—which were not only on display but tested in the
competitions of the festivals. Fourth, the festivals were economic engines of
exchange and accumulation of goods radiating out to all members of the communi-
ties and extending across hundreds of miles through reciprocal systems of trade.
Fifth, aesthetic developments were celebrated in dances, music, costuming, and
works of fine art—often with great exchange value. Sixth, the festivals displayed
and thus reconstituted the larger social structures of families, clans, bands, tribes,
and nations. Nothing was left out.

Within the framework of the kula, the following levels or kinds of economic
exchange occurred: (a) commonplace exchanges similar to modern notions of bar-
ter, matching value for value; (b) exchanges of services such as hospitality and
entertainment; (c) intertribal exchanges providing access to foods, furs, precious
stones, metals, and other valuables not available locally, with farming tribes
exchanging harvests and sea-faring tribes offering fish, precious shells, or finely
carved tusks; (d) the giving and receiving of presents between individuals, reinforc-
ing or establishing relations at all levels of society—among chiefs, heads of clans,
families, and between persons of higher and lower rank; (e) distributions of food
reaching all levels of society; and (f) the juridical and economic exchanges sur-
rounding marriage, from the bride-price to the everyday give and take in the house-
hold, including sexual exchanges between spouses (Mauss 1950/1990, pp. 27-30).
In all these exchanges, the value of goods and services was inseparable from the
values of honor, esteem, and trust. As Karl Polanyi (1944/2001) noted,

The outstanding discovery of recent historical and anthropological research is that man’s
economy, as a rule, is submerged in his social relationships...

The explanation, in terms of survival, is simple.... The individual’s economic interest is
rarely paramount, for the community keeps all its members from starving unless it is itself
borne down by catastrophe, in which case interests are again threatened collectively, not
individually. The maintenance of social ties, on the other hand, is crucial. First, because by
disregarding the accepted code of honor, or generosity, the individual cuts himself off from
the community and becomes an outcast; second, because, in the long run, all social obliga-
tions are reciprocal, and their fulfillment serves also the individual’s give-and-take interest
best. (Polanyi 1944/2001, p. 48)

Because the reinforcement of social ties was central in all exchanges, simple barter
exchanging tangible objects of equal value was rare. Persons sought instead to give
more value than could be matched at the time—expecting and even calculating that
the value provided would be reciprocated with interest. Precious objects often
served as universal markers of value that could circulate without losing value, creat-
ing a primitive money economy to carry value through many exchanges that
increased in value at each exchange before coming back to the original giver with
the value-plus-interest that was expected (Mauss 1950/1990, pp. 101-102 [n.29]).
Mauss called these “systems of total service,” structured in the form of gifts but
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always with obligations—gifts that were compulsory because of the social weight
of reciprocity linked to honor (1950/1990, pp. 3-5). All the items necessary to sur-
vive and thrive were made available, and at the same time extravagant wealth could
be accumulated and displayed.

Individuals competed for primacy in production and exchanges, yet the entire
system was governed by collective obligations, and wealth was continually being
redistributed up and down all levels of the society. The exact mechanics of distribu-
tion varied from community to community as well as within particular communities
over time. For example, nineteenth century hunting and sharing practices of the
Lakota on the North American Great Plains shifted when a new hunting technol-
ogy—the horse—appeared (Drury and Clavin 2013, p. 69). Prior to the introduction
of the horse, tribes on the Great Plains harvested bison by driving them over a preci-
pice; the whole tribe participated in the stampeding, killing, and butchering and all
shared equally in the feasting and preservation of the meat. With the coming of the
horse, individual hunters could ride next to a galloping bison and slay it singlehand-
edly. The hunter was highly honored for this courageous feat and allowed to take the
first and finest cut of meat for his household; the remainder belonged to the tribe and
was shared as needed. This adaptation provided a new realm for individual competi-
tion and honor, yet still linked to social obligations and the general welfare.

This interplay of individual honor and collective benefit also typified the exchange
systems of imperial Rome (Brown 2012). From highest to lowest economic levels,
the society was structured in relations of clientele et patrocinium, with favors and
wealth flowing downward in exchange for honor, loyalty and service flowing upward.
The reciprocity of goods reinforced social status and individual dignity in both direc-
tions. Those who could afford it established and maintained honor through civitas as
well: the very wealthy were expected to display their love of their cities by funding
great public buildings or extravagant public festivals while those of middling wealth
funded more modest monuments. Archeological investigations show that these
opportunities and obligations extended all the way down to those who could afford to
leave their names as markers of honor only 