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Ethical
Decision Making

CHAPTER OUTLINE
• Ethical Behavior Model
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• Systematic Rational Ethical Decision-Making Process
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• The Six Ethical Theories
• Reaching a Moral Conclusion: Volkswagen
• Persuading Others
• Ten “Ethical Hazard Approaching” Signs
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What Would You Do?

LEARNING OBJECTIVES
After reading this chapter, you will
be able to

After graduation, you obtain a job as an information technology
(IT) support person with a small company. You and your boss, the
IT manager, are the only two people in the department. The two of
you get along well and enjoy working with each other.

5.1. Identify the different factors
within the ethical behavior
model.
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5.2. Prepare and prioritize seven
systematic rational ethical
decision-making process
questions, and explain which
of these three questions point
the decision maker in the
direction of the most moral
decision.
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After a year on the job, the company’s president and the chief operating
officer (COO) invite you out to lunch. When you arrive at the restaurant,
you notice that they seem to have made effort to make this meeting
secretive; they chose a location far from work and arrived separately,
both of which are out of the ordinary. During lunch, they tell you that
they are really pleased with your work and want to offer you the position
of IT manager, your boss’ position. You are initially shocked, and they
explain that your boss is not meeting their expectations. They plan on
firing him in a few weeks, after he completes a major project. They want
to offer the job to you first and, if turned down, they will post the
position after your boss is fired. They ask you to keep this knowledge
confidential and want an answer within a week.
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Dismissal and Promotion Politics
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You feel both glad and sad about this opportunity. It’s great to be
highly respected and offered the promotion. However, the timing
couldn’t be worse for your boss because he and his wife recently
had a child. Since your boss will be fired one way or the other,
you accept the promotion. The president informs you that it’ll be
another 3 weeks before the announcement is made.

no

Going to work knowing that your boss will be fired is incredibly
stressful. Your boss believes his job is secure and mentions he is
beginning a costly major home remodeling project.

o

Critical Thinking Questions
1. What would you do?

5.3. Compare how the six ethical
theories differ from one
another.
5.4. Apply the systematic rational
ethical decision-making
process to a business issue.
5.5. Persuade someone who
reasons according to an
ethical theory different
than the ethical theory you
normally use.
5.6. Recognize warning signs
that an unethical decision is
approaching.

D

a. Break confidence and confidentially tell your boss about
his upcoming dismissal
b. Don’t say anything
c. Something else (if so, what?)

2. Why is this the right option to choose?
3. What are the ethics underlying your decision?
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E

thical issues are inescapable. Codes of ethics and conduct are useful tools for encouraging ethical behavior at work. But they cannot address every issue, and in many circumstances, employees must respond
instantaneously to ethical issues and contingency factors as they arise.
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Assume that you are an engineer on a team working under a tight deadline to finish designing a new
model car to be sold next year. The automobile company is depending on the new model car to enter a new
market, which will enable the company to meet sales and profit expectations. All test drivers claim it’s a
wonderful drive and sales projections are phenomenal. Unfortunately, the car falls short of meeting federal
emission standards. Your boss requests that your engineering team design software to temporarily cheat the
emission tests and then fix the problem in the future. The other team members are willing to do so because
upper managers ordered them and it is for the good of the company. Would you also agree to work on the
project? Should you be loyal to the team and manager and avoid being ostracized or fired? Some individuals may say yes, and some no. Why the different answers? Is one answer right and the other wrong, or is one
answer more right than the other? Which one? Why? How did you determine that?

y,
po
st

,o

rd

This chapter explores a variety of factors that influence whether a person decides to behave ethically or
unethically and the reasons used to justify a decision. The early sections of this chapter help managers understand factors that shape a person’s ethical intuitions, intentions, and behaviors. The later sections provide a
systemic seven-question systematic rational ethical decision-making process grounded in moral philosophy.
The process enables employees to independently derive a moral answer to ethical issues and persuade others
who use a different ethical perspective. The terms ethical and moral are commonly interchangeable and will
be throughout this chapter and textbook.

ETHICAL BEHAVIOR MODEL

LO 5.1: Identify the different factors within the ethical behavior model.
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Ethical dilemmas tend to be complicated and involve trade-offs based on competing values and interests.
Sometimes the trade-offs are between doing what in the ideal sense is the right thing to do, yet in the specific
situation there is a strong temptation to do what may be wrong. For instance, employees know that they
should not cheat on their expense accounts, but some do so anyway.
But sometimes the trade-offs are between competing conceptions about what is the right thing to do. It is
right to keep a promise, and it is right to tell the truth. Should a subordinate maintain a promise to keep information shared by the boss confidential, or provide the information when requested by the company president?

no

We typically act in ways that reflect our ethical judgments. As noted by business ethicist Marvin
Brown, “Most people do what they think is right, considering the world they think they live in.”1

D
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Many people would claim it is wrong to cheat on an expense account, but individuals sometimes justify
the behavior on the grounds that the falsified receipts make up for previous unclaimed expenses because of
lost receipts, or provide what the individual assumes to be deserved supplemental income for being overworked or underpaid. Managers need to understand how employees make ethical decisions and the factors
that influence them.
James Rest, an educational psychologist influenced by Lawrence Kohlberg’s work on moral development,
proposed a four-component ethical decision-making model: Moral awareness leads to moral judgments, judgments lead to moral intentions, and intentions lead to moral actions.2 Scholars have expanded or modified
Kohlberg and Rest’s work to consider other factors that affect ethical decision making and ethical actions.3
Figure 5.1 offers an ethical behavior model based on ethical decision-making scholarship. Ethical decision making involves many complex variables, and generalizations must be carefully considered because of
nuances and exceptions to the rule.
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FIGURE 5.1 ETHICAL BEHAVIOR MODEL
Background Characteristics
B: Organization Characteristics

C: Societal Characteristics

(Gender, Religion, Education, Work
Experience, etc.)

(Codes, Values, Reward Systems, etc.)

(Norms and Values)

D: Individual’s Moral Consciousness
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A: Individual Characteristics

(Moral Awareness and Sensitivity, Moral Development Stage, Ethical Beliefs,

rd

Moral Identity, Ethical Intuitions)

E: Situation’s Moral Intensity
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(Harm Magnitude, Social Consensus, Certainty)

F: Ethical Judgment

(Response to Moral Intensity)

G: Ethical Intention
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(Mental Commitment to Morally Appropriate Action)

H: Rational Ethical Decision Making

I: Ethical Behavior
(Results)

D
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(Ethical Theories)

In general, individual, organizational, and societal characteristics contribute to the formation of an
individual’s moral consciousness, which is heightened by a situation’s moral intensity, and generates ethical
judgments. The individual then formulates an ethical intention and acts on that commitment. Individuals,
however, sometimes pause after formulating an intention because of other concerns, and then undertake a more rational decision-making analysis that influences the behavior taken. Each of these factors is
explained in further detail in the following sections.
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TABLE 5.1 INDIVIDUAL CHARACTERISTICS
Variable

Results
In some studies, those older are better ethical decision makers, sometimes younger are,
and sometimes age has no predictive abilities.

Decision Style

People with a balanced thinking style (linear and nonlinear) tend to be better ethical
decision makers.

Education Level

People with more education, particularly about ethics, tend to be better ethical decision
makers, but not all the time.

Gender

Females, compared with males, tend to be better ethical decision makers, but sometimes
there are no differences, or the differences can be explained as resulting from females
exhibiting a higher social desirability response bias.

Locus of Control

Some studies report that people rated high for internal locus of control tend to be better
ethical decision makers, but not all the time.

Mindfulness and
Moral Conversations

People engaged in contemplation practices and moral conversations, and rated high for
internal awareness, tend to be better ethical decision makers.

National Culture

People from individualistic, compared with collective, cultures tend to be better ethical
decision makers; sometimes U.S. respondents are better ethical decision makers, but not
all the time.

Profession

Accountants and people rated highly committed professionals tend to be better ethical
decision makers.

Religiosity

People rated high for “religiosity” and spiritual well-being tend to be better ethical
decision makers.

Work Experience

People with more work experience tend to be better ethical decision makers.
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Age

Individual Characteristics (A)

no

Individual characteristics are descriptive attributes about an individual, such as age, gender, and life experiences, that influence our moral consciousness and ethical behaviors. Table 5.1 summarizes some research
findings regarding individual characteristics. 4 The variables reviewed are those that “tend” to affect ethical
behaviors most, but not all, of the time.
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Variables generally within an individual’s control, which can be developed further through personal initiative, include decision style, educational level, locus of control, mindfulness, profession, religiosity, and work
experience. Individual factors beyond an individual’s control that most affect ethical decision making are being
older, female, and culture. A meta-analysis of 143 gender studies suggests that higher ethical decision-making
scores associated to women can be attributed to their higher social desirability response biases.5 The relationship between gender and ethical decision making remains a contentious issue (see “Up for Debate”).

Organization Characteristics (B)
Moral consciousness and ethical behaviors are also shaped by organization factors, the major theme of
this book. As discussed in the first chapter, the most prominent reasons for unethical behavior within
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UP FOR DEBATE
b. No: There are no gender differences when
making decisions that have ethical impacts.7
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Some people maintain that women are generally more
caring about others than men are and, as a result, are
more likely to make ethical decisions at the workplace.
Other individuals claim there is no difference between
genders when it comes to making decisions that have
ethical impacts.

a. Yes: Women are generally more ethical than
men at the workplace.6

2. Why is this the right option to choose?
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Gender and Ethical Decision Making

3. What are the ethics underlying your decision?
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1. Are women more ethical than men at the
workplace?

rd

Critical Thinking Questions

organizations are following the boss’s directives, meeting overly aggressive business or financial objectives,
helping the organization to survive, meeting schedule pressures, and wanting to be a team player.8 Other
organization characteristics with a generally positive impact on ethical behavior include the presence of
codes of ethics, an ethical work culture, rewards for ethical behaviors, punishments for unethical behaviors,
and positive symbols,9 such as inspiring quotes at the bottom of email messages. Organization size generates inconclusive results; both small and large businesses are just as likely to behave ethically or unethically.

tc
op

Societal Characteristics (C)

An individual’s moral consciousness and ethical behaviors are also shaped by the society in which she or he is raised
and works. Geert Hofstede has developed a framework that rates national cultures along a continuum for each of
the six paired values.10 According to Hofstede’s and the Hofstede Centre’s website, the paired values are these11:

no

• Individualism versus collectivism: The extent to which people in a society feel independent (individualism), rather than interdependent members of larger wholes (collectivism).

• High versus low power distance: The extent to which people in a society accept power inequalities.
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• Masculinity versus femininity: The extent to which people in a society are motivated to be the best
and use force (masculine), rather than like what they do and express sympathy for others (feminine).
• High versus low uncertainty avoidance: The extent to which people in a society tolerate uncertainty
and ambiguity, and deal with the fact that the future can never be known.
• Long-term versus short-term orientation: The extent to which people in society maintain some links
with their own past while dealing with the challenges of the present and future.
• Indulgence versus self-restraint: The extent to which people in a society try to control their desires
and impulses. In an indulgent culture, it is good to be free and follow your impulses. In a restrained
culture, the feeling is that life is hard, and duty, not freedom, is the normal state of being.
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How might these paired values affect behaviors? A society with high power distance, high masculinity, and high indulgence is more likely to be tolerant about corruption.12 A society based on individualism, compared with collectivism, may be less tolerant of nepotism. Other important societal considerations
include social attitudes toward money, competition, and risk taking.13 Researchers report that although
societal values influence ethical decision making, individual-level values have greater impact.14

Individual’s Moral Consciousness (D)
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As suggested by Kohlberg and Rest, “mental states,” the basis of an individual’s moral consciousness,
are prominent factors that predict ethical behaviors. Individuals who have high moral awareness, moral
sensitivity, and moral identity; strong ethical beliefs and ethical intuitions; and reason at a high stage of
moral development tend to behave more ethically than do their counterparts. These factors deserve further explanation.
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Moral awareness and sensitivity refers to recognizing that a situation has ethical dynamics. For
instance, an ethically sensitive manager may pay an adult a higher “living wage” rather than a minimum
wage because the minimum wage is not sufficient income to pay for food, rent, medical, and transportation expenses. Ethically insensitive managers may believe it is appropriate to make sexual jokes around
employees. People cannot intend to behave ethically if they do not think there is a moral issue at stake.
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The stages of moral development, summarized in Chapter 1, play a central role in ethical decision
making. An individual’s moral consciousness expands when moving up to the next highest stage.
Individuals who reason at the highest stages of moral development have greater moral awareness and tend
to make better ethical decisions. Organizations and society benefit when leaders habitually think about
how to respect everyone’s interest, rather than just their own interests.
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Ethical beliefs also affect ethical judgments, intentions, and behaviors. According to Icek Ajzen’s
theory of planned behavior, formulating an intention to act ethically is a function of a person’s attitudes
and beliefs toward the behavior, subjective norms, and perceived behavioral control.15 Individuals are more
likely to prevent someone from stealing if they, and people they respect, strongly believe that stealing is
wrong and they desire to comply with the desires of people they respect. In addition, they must also have
the ability and resources to stop the stealing and believe it would be relatively easy to stop the stealing.
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Moral identity refers to how strongly an individual identifies with being moral.16 Individuals who have
a strong moral self-image and value being moral are more likely to behave ethically. Individuals with high
moral identity are more likely to “rock the boat” in ethically contentious situations and exercise moral
courage. People most often associate moral identity with deontology and virtue ethics, ethical theories that
are described in greater detail later in this chapter.17
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Ethical intuition is a quick moral insight, or “gut” reaction, independent of any substantive reasoning process about right and wrong. If a customer calls about a product delivery time schedule and a manager tells the employee answering the call to falsely claim that the product will be delivered on time, the
employee has a brief moment to decide what to tell the customer. In these situations, people follow their
ethical intuitions.

According to Jonathan Haidt, many ethical decisions are the result of intuitive reactions rather than deep
reflection.18 These gut reactions flow out of a person’s deeply embedded value system. Some individuals will
automatically be loyal to the boss and lie to the customer, whereas others will automatically be honest to the
customer. Later, a decision maker might say, “At the time it seemed the right thing to do, but now that I’ve
thought about it . . .” or “I had to decide right away, I had no time to think about it.” In these instances, the
person has relied on ethical intuition.
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TABLE 5.2 LIBERAL AND CONSERVATIVE ETHICAL INTUITIONS—WHAT MATTERS MOST
Liberals

Conservatives
In-group/Loyalty:

•• Did someone get harmed?
•• Did someone emotionally suffer?
•• Did someone act violently?

•• Did someone betray his or her group?
•• Did someone behave disloyally?
•• Did someone put his or her interests above those of
his or her group?

Fairness/Reciprocity:

Authority/Respect:

•• Did someone treat some people differently than
others?
•• Did someone act unfairly?
•• Did someone profit more than others?

•• Did someone fail to fulfill the duties of his or her role?
•• Did someone show a lack of respect for legitimate
authority?
•• Did someone in authority fail to protect subordinates?
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Harm/Care:

Purity/Sanctity:
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•• Did someone do something morally disgusting?
•• Did someone violate standards of purity and decency?
•• Did someone do something unnatural or degrading?

Other times, our gut reaction is to avoid an unethical situation even though we may not be rationally
aware one is in our presence.19 This occurs when we say, “I don’t know why, but I just don’t feel good
about this.” We sense some likely inconsistency between our personal values and undesired outcomes from
events that may evolve if a particular action is taken. We feel a sense of anxiety, or maybe even guilt, but are
unable to articulate a reason why.
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In the engineer’s car emission software cheating dilemma mentioned earlier in this chapter, one
employee’s gut reaction might be to not participate in creating software that cheats on emissions standards, whereas another’s gut reaction might be to remain loyal to the manager and team by working on the
project—after all, the project has management support.
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Our intuitive ethical judgments are the result of habituated patterns, emotions, and internalized teachings that we rely on in the moment. Haidt and his colleagues researched the apparently large difference in
ethical intuitions possessed by liberals and conservatives (see Table 5.2).20 Liberals tend to interpret the
ethics of a situation based primarily on two value sets: harm/care and fairness/reciprocity. Liberals are morally moved when someone is harmed and in need of care, or if fairness and reciprocity demand action.
Conservatives, however, interpret the ethics of a situation based primarily on three other value sets:
in-group/loyalty, authority/respect, and purity/sanctity. Conservatives are morally moved when someone
frames an issue in terms of group loyalty, respect for authority, or moral purity. Liberals and conservatives
don’t ignore the other political group’s values, they just care more about their own political group’s values.

Situation’s Moral Intensity (E)
A situation’s moral intensity is the next phase of the ethical decision-making model.21 Ethical issues abound
on a daily basis. Which of these issues are most likely to get the attention of our moral consciousness?
Moral intensity refers to issue-related factors, rather than individual or organization factors, and determines the depth of a person’s moral approval or disapproval, which gets our attention.
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According to business ethics scholar Tom Jones, an issue’s moral intensity is influenced by six factors.22
An act is likely to have high moral intensity under the following conditions:
1. High magnitude of consequences: The act generates many severe harms, such as dumping
hazardous waste in a river that could kill many people.

ut
e

2. High social consensus: There is a strong social consensus, at both the broad societal level and at the
local group level, that an act is bad, such as lying about automobile safety features.23

3. High probability of effect: There is a high probability the act will cause predictable harms, such as
cigarette smoking causing cancer.
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4. High temporal immediacy: There is a short amount of time before an act generates harmful outcomes,
such as terminating 90 employees immediately rather than providing a 60-day prenotification.

5. High proximity: Those harmed are near the act, such as burying hazardous waste materials near
homes rather than in the uninhabited mountains of Nevada.
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6. High concentration of effect: The amount of harm occurs in a concentrated area, rather than a little
in multiple areas throughout the world, such as everyone in a neighborhood being harmed by lead
poisoning.

Ethical Judgment (F)
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Given these concerns, the most morally intense acts are those where there is strong social consensus that
the act is wrong and a high likelihood the act will cause severe harm to many people in a short period within
a close and concentrated area. If such an act occurs, the manager and organization face public outrage and
strong legal condemnation. In these situations, individuals with high moral identity will have the strongest
reactions.24
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An individual’s ethical judgment is influenced by individual, organization, and societal characteristics that
contribute to the formation of an individual’s moral consciousness, which responds to a situation’s moral
intensity. At this point in the ethical decision-making model, the judgment is usually intuitive rather than
deeply reflective.
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As noted earlier, ethical intuitions often flow from habituated thought patterns and deeply held convictions, which are then used to quickly evaluate and judge the available options. Ethical thought patterns
can range from “What’s in it for me” to “Do to others what you would want done to you.” Researchers
report that people whose thought patterns were rated as high for idealism, deontology (respect everyone
all the time), empathy, and altruism tend to be better ethical decision makers compared with those rated
high for relativism (no absolute right or wrong) and economic orientation.25 The ethical theories associated
with forming more reflective ethical judgments are discussed in greater detail in the forthcoming section on
“Systematic Rational Ethical Decision-Making Process.”

Ethical Intentions (G)
The preceding factors, ending with ethical judgment, contribute to the formation of an intention to behave
ethically. An ethical intention is mentally committing to take an action that is morally appropriate. An individual, however, might still not follow through on the ethical intention. For instance, an employee can announce
to others his or her sincere intention to stop a co-worker from stealing product, yet fail to do so when the time
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ETHICS IN ACTION
Merck’s Conflict of Interest Questions
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Q: Are there any guidelines to help us avoid potential conflicts of interest with physician-customers who are also
personal friends?
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A: Since there is a potential conflict of interest—or the appearance of a conflict—to have a personal friendship with a
customer with whom you conduct business, you must disclose these personal relationships to your manager. Your
manager will review the situation and determine what steps, if any, should be taken to manage the potential conflict.
You should also consider the following questions to determine whether your relationship with a customer could
present a conflict of interest:

rd

•• Is this a personal friendship or a friendly professional relationship?

•• Do you socialize with the physician-customer? On weekends? On holidays?

,o

•• Would your personal loyalty override or appear to compromise your ability to make decisions that are in the
company’s best interests?
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•• Do you discuss business in non-work settings?

•• Are you disclosing information to the customer that the company would consider confidential or
proprietary?
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•• Does your relationship compromise—or appear to compromise—the objectivity of the customer’s decision
making (in the case of a physician, the physician’s prescribing habits)?

to act arrives. Obstacles that divert acting on an ethical intention include second doubts, weakness of will, lack
of moral courage, and old habits.
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Second doubts arise when the decision maker reanalyzes one of the previous factors that contributed to
the intention. Maybe stopping the coworker from stealing will generate worse outcomes (moral intensity),
such as ostracism from work peers (an organization characteristic). A weakness of will, lack of moral courage, and old habits may also dilute the initial ethical intention.26 An employee who has never spoken out
against unethical behaviors at work may initially intend to change that habit after observing the coworker’s
theft. But then fears may arise, and the employee does not follow through on the intention because it is easier for the employee to remain quiet and let someone else prevent it.
Some organizations aid employees along this path by providing them decision-making tools they can rely on
for specific ethical issues. For instance, Merck, a research-intensive pharmaceutical company, raises moral
awareness about conflicts of interests between sales employees and physicians-customers. As shown in
“Ethics in Action,” Merck provides a list of questions salespeople should answer to determine if a conflict
of interest exists and to ensure that the salesperson behaves ethically.27
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SYSTEMATIC RATIONAL ETHICAL DECISION-MAKING PROCESS (H)
LO 5.2: Prepare and prioritize seven systematic rational ethical decision-making process
questions, and explain which of these three questions point the decision maker in the direction
of the most moral decision.
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Employees arrive at an organization with preconceived ideas about right and wrong. As discussed in pervious sections, most ethical decisions originate with recognizing an ethical issue is at stake. Based on the issue’s
moral intensity, employees form ethical judgments, which may lead to developing an ethical intention to
morally act, and then act on that intention. Sometimes, however, our ethical intuitions are wrong and the
outcome is contrary to our expectations. We then scratch our heads and wonder, “What was I thinking?”

Need for Moral Reflection: Volkswagen
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The problem is that we weren’t thinking. Instead, we were operating on automatic pilot, which works well
most of the time, but not this time. As a result, we then usually engage in a more reflective systematic rational ethical decision-making process to determine how and why our intuitions failed us, and what changes in
our beliefs or behaviors must occur to generate the desired ethical behavior. We also usually apply a systematic
rational ethical decision-making process when others question our decisions or behaviors. In both situations,
we often reconsider our beliefs, or revise our actions, so that they harmonize with one another.
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For instance, assume you were a Volkswagen engineer from 2005 to 2015. In terms of individual characteristics (see Table 5.1), assume you are well-educated, not doctrinally religious, enjoy working alone and
solving problems, and have worked in the industry for several years. Regarding organization characteristics, assume you joined VW because it employs world-class engineers and just set an exciting goal to be the
largest automaker in the world.
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Regarding your moral consciousness, your moral awareness and sensitivities tend to be low to moderate.
Like many people, you reason at a Stage 3 conventional level of moral development. That means you possess a “good boy” sense of right and wrong and are strongly influenced by praise and criticisms from your
colleagues and boss. Your ethical beliefs are dominated by loyalty to the engineering group, your manager, and VW. Your moral identity is also low to moderate. You rarely discuss or think about moral issues
beyond being generally aware that you are a morally imperfect person living in a morally imperfect world.
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You are assigned to an engineering team designing a high profile new “clean diesel” car that has the
potential to become the eco-friendly market leader.28 The one major design problem is meeting the high
American car emission standards. Existing pollution control technology would restrain both fuel economy
and performance. After several failures, your engineering team is directed to create and install a “defeat
device” software that will temporarily cheat on car emissions tests until the problem can be fixed. The software only turns on pollution controls when being inspected by regulators.
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Any initial hesitation you have about working on the project is counteracted by VW’s authoritarian work
culture, other engineers on your team not raising any objections, and your belief that many automakers dishonestly report favorable miles per gallon and eco-efficiency results to regulators. If the public finds out about
the cheating emissions test, which you think is highly unlikely, it’ll be management’s responsibility to deal
with the problem, you were simply following orders.
In addition, the situation’s moral intensity is modest. The extra pollution will be geographically dispersed and nobody will die directly from the cheating software. Yes, the high level of emissions harms the
environment and is detrimental to people’s health, particularly those with asthma and other respiratory
illnesses, but so do many things. The car emissions damage will be minor compared with the environmental
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harm and health problems caused by coal plants and other fossil fuels in the United States, China, Russia,
and India.
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Given all these considerations, your ethical judgment weighs the financial well-being of VW and job
security over concern for the environment. The cheating software is developed. The 2009 diesel car model
enters the market in 2008. Consumers are happy that they have an eco-friendly high-performing car. Your
team is financially well-rewarded for the work and proud when the diesel car begins winning “green ecofriendly” awards.
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The emissions cheating continues for 6 years and has been installed on 11 million diesel cars sold globally,
including 580,000 sold in the United States. The cheating software has yet to be detected, and a solution to
the emissions problem always seems to be just around the corner. Then in 2014, two U.S. university scientists
decide to research the performance of three diesel cars, two of them produced by VW. They discover that the
VWs polluted 40 times higher than the U.S. standard. The scientists notify the California Air Resources Board,
which had previously certified the cars, and in 2015, the cars were taken off the market because they violated
the Clean Air Act. Rumors soon spread that VW will have to deal with more than $20 billion in fines and lawsuits, and some employees may be fired. At this point, you scratch your head and ask, “What was I thinking?”
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Rotary International’s Four-Way Test
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The following sections summarize the well-known Rotary International’s Four-Way Test and then offer
a seven-question systematic rational ethical decision-making process grounded in systematic moral philosophy that provides a much more thorough ethical analysis. The framework will be applied to the VW emissions scandal case.

Ethical decision-making frameworks help individuals analyze the ethical basis of their decisions and
actions. The Rotary International’s Four-Way Test provides a simple framework for analyzing the ethical dimension of a decision. More than 1.2 million business, professional, and community leaders are
members of 35,000 Rotary International clubs around the world. Many clubs recite the Four-Way Test at
their weekly meetings.
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The Four-Way Test was created in 1932, when Chicago businessman Herbert Taylor met with four of
his managers, each practicing a different religion, to develop a set of ethical principles to guide managerial
decisions and ensure business success.29 Taylor encouraged members of his local rotary to use these four principles. In 1943, the national Rotary organization adopted Taylor’s Four-Way Test30:
Of the things we think, say, or do,

no

1. Is it the TRUTH?

2. Is it FAIR to all concerned?
3. Will it build GOODWILL and BETTER FRIENDSHIPS?

o

4. Will it be BENEFICIAL to all concerned?

D

These questions serve as a constant reminder of ethical claims when conducting business. If the VW
engineer had attended a Rotary meeting, those four questions may have appeared on a banner and meeting flyers, and the engineer may have even pledged the Four-Way Test at the beginning of the meeting. If
cognizant of Rotary’s Four-Way Test, the engineer would have answered that cheating on emissions tests
is not truthful or fair, fails to generate goodwill, and is not beneficial to all concerned. Another simple
reflective ethics question people ask themselves is, How would my mother (or any person of high integrity you respect) feel if what I’m planning to do appeared on the front page of a newspaper?
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TABLE 5.3 SYSTEMATIC RATIONAL ETHICAL DECISION-MAKING PROCESS
Step 1: Write the decision options in the appropriate column below.
Step 2: Apply the seven systematic rational ethical decision-making process questions to the decision under consideration
to obtain relevant ethical information.

ut
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Step 3: Insert the ethical strength and weakness revealed by each of the seven ethical questions in the appropriate
column below.
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Step 4: Given the strengths and weaknesses, choose a decision option, explain why that option was chosen rather than the
alternative options, and determine how to manage the weaknesses associated with the option chosen.
1. Who are all the people affected by the action? (stakeholder analysis)
2. What option benefits me the most? (egoism)
3. What option does my social group support? (social group relativism)

rd

4. What option is legal? (cultural relativism)

,o

5. What option is the greatest good for the greatest number of people affected? (utilitarianism)

6. What option is based on truthfulness and respect/integrity toward each stakeholder? (deontology)
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7. What option would a virtuous person of high moral character do? (virtue ethics)
Note:

•• If answers to Questions 2 through 7 are all the same option, then do that option.
•• If answers to Questions 2 through 7 are mixed, then:
{{
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{{

If answers to Questions 5, 6, and 7 are the same option, this option is the most ethical. But you may need
to modify this decision in consideration of answers to Questions 2 through 4, or weaknesses associated with
Questions 5 through 7.
If answers to Questions 5, 6, and 7 are mixed, then there is no clear “most ethical” response and make your
decision by carefully considering the strengths and weaknesses of Questions 2 through 7.

#1:
#2:

Option Strengths Based
on Application of Ethical
Theories

Option Weaknesses Based
on Application of Ethical
Theories

no

Option and Its
Underlying Value

D

o

#3:

Option Chosen
Chosen Because
How Will You Manage Chosen
Option Weaknesses?
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A Systematic Rational Ethical Decision-Making Process

ut
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The Rotary’s Four-Way Test provides a helpful list of questions, but it lacks the thoroughness of systematic moral philosophy. What if the decision is truthful and fair, but illegal? What if the decision benefits
some people but not others? Are all four questions of equal importance? If two questions are in conflict,
then what? For instance, what if a product would benefit many people, but if the truth was known about
its ingredients, nobody would use it. Then how do you determine what is the right thing to do? This kind of
work falls under the domain of moral philosophers.
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The moral philosophy literature provides a more systematic approach for deriving moral conclusions. Ethical
reasoning is just like any other managerial problem-solving process. When confronting a problem, managers
typically examine it from all the relevant perspectives, list the available options, prioritize them, and determine
which alternative makes the most sense. The same decision-making process can be applied to ethical analysis.

rd

Strong consensus, though not absolute agreement, exists among philosophers that some ethical reasons
are more morally acceptable than others. For example, it has been long established that the Golden Rule (“Do
to others as you would want done to you”) takes precedence over an individual’s self-interests when these two
ethical theories are in conflict, although some hard-core libertarians might object to that sentiment.

,o

Table 5.3 provides a systematic rational decision-making process that can help management and nonmanagement employees broaden their perspective for deriving moral conclusions. The questions and analysis can reveal a wide range of ethical aspects to consider before making a decision.
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Answers to the seven-question systematic rational ethical decision-making process questions can
help managers reach a moral conclusion regarding the rightness or wrongness of any decision. The
answers to questions 5, 6, and 7 point managers in the direction of the most moral decision. Doing something because the action is to the greatest good of the greatest number of people affected by it treats
all stakeholders with respect and integrity, and is something a virtuous person of high moral character
would do provides a tremendous amount of moral certitude. This is how we hope our leaders behave.
But if acting on that conclusion might result in the decision maker being fired (Question 2), more reflection might be needed to determine how to do what is right without being fired.
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Note how the “legal” answer is not the highest ethical theory (Question 4). Laws are not created out
of thin air; they are justified by concerns about the greatest good for the greatest number, respect for
everyone, and virtuous behavior. Laws that fail to meet these three fundamental ethical concerns are
usually an issue of public and political concern, debated, and sometimes changed.

o

no

The following sections describe the ethical foundation behind the seven questions that appear in Table 5.3.
Understanding the ethical foundation provides employees with greater confidence when applying the systematic rational ethical decision-making process. In addition, the ethical theories enable employees to understand
why they reach different moral conclusions for a particular decision, and serve as a bridge toward common
understanding.

D

THE SIX ETHICAL THEORIES
LO 5.3: Compare how the six ethical theories differ from one another.
Questions 2 through 7 of the systematic rational ethical decision-making process each represent one of the
six major ethical theories. The first question—“Who are all the people affected by the action?”—is referred
to as stakeholder analysis and is not considered an ethical theory. Initially identifying all the people affected
by a decision, nonetheless, helps inform the ethical analysis that follows.
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TABLE 5.4 SIX ETHICAL THEORIES
EGOISM: How does the action relate to me? If the action furthers my interests, then it is right. If it conflicts with my
interests, then it is wrong.

ut
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SOCIAL GROUP RELATIVISM: How does the action relate to my social group (peers, friends, etc.)? If the action
conforms to the social group’s norms, then it is right. If it is contrary to the social group’s norms, then it is wrong.

CULTURAL RELATIVISM: How does the action relate to the national culture, particularly its laws? If the action conforms
to the law, then it is right. If it is contrary to the law, then it is wrong.
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UTILITARIANISM: How does the action relate to everyone who is affected by it? If the action is beneficial to the greatest
number of people affected by it, then it is right. If it is detrimental to the greatest number, then it is wrong.

DEONTOLOGY: Does the action treat every stakeholder with respect and dignity in all situations? Is the action something
that everyone should do? If yes, then it is right. If no, then it is wrong.

,o
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VIRTUE ETHICS: How would a virtuous person act in this situation? If the act strengthens moral character, then it is right.
If it is contrary to moral character building, then it is wrong.
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The six ethical theories are ordered in Tables 5.3 and 5.4 beginning with the most basic ethical
theory (egoism) and ending with the most important and demanding ones (deontology and virtue ethics).
Table 5.4 elaborates on the meaning of each ethical theory that appears in Table 5.3. View these six ethical
theories as sequential steps on a moral ladder, and the first step is egoism. They can also be understood in
terms of six concentric circles (as shown in Figure 5.2), with egoism in the innermost circle, and each additional circle expanding a person’s consciousness by considering more stakeholder interests.

Egoism

tc
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When faced with a decision, an egoist asks, “How does the action relate to me? If the action conforms to
my interests, it is right. If it is contrary to my interests, it is wrong.” Egoists tend to reason as follows: “I
strongly believe that x is the best decision because that is my personal preference.”

no

In Theory of Moral Sentiments and Wealth of Nations, Adam Smith emphasizes that people by nature
are egoists.31 Each person thinks about himself or herself more than anyone else and is often more upset
about a slight cut to his or her finger than an earthquake that killed thousands of people in a distant land.
The slight cut causes continual direct bodily pain, whereas the earthquake tragedy enters a person’s consciousness, elicits sadness, and is then replaced by more personal concerns.
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Individuals naturally make decisions based on their own self-interests. For instance, people have a
strong preference for actions that improve their financial and work conditions, and an aversion for actions
that worsen their financial and work conditions. When an organization policy change is under consideration, employees initially wonder if the policy change will make their work lives more or less burdensome.
Being concerned about one’s own interests doesn’t necessarily mean that a person is selfish. Instead, egoists
recognize that decisions and actions affect their lives and that their interests should be considered.

Ayn Rand’s novels The Fountainhead and Atlas Shrugged are among the most engaging articulations of the importance of egoism.32 In both novels, individual liberty and self-interest matter a great deal.
According to Rand, the best thing for the common good is to become an individual of high integrity willing
to pursue one’s self-interests at all costs. Rand is critical of people who simply follow the masses for the sake
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FIGURE 5.2 ETHICS THEORIES AS EXPANDING CONSCIOUSNESS
Virtue Ethics
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Deontology
Utilitarianism
Cultural
Relativism
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Social Group
Relativism

tc
op

y,
po
st

,o

rd

Egoism

of communal harmony. She also rebels against a paternalistic government whose leaders and bureaucrats
assume they know what is best for everyone. Rand proposes an ethic of rugged individualism, whereby
individuals stand up for what they believe and learn from their mistakes. Society improves when each person improves his or her own life circumstances.
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Organizations need individuals who look after their own interests to ensure that they receive the
resources needed to perform their job tasks. As the predominant ethical theory, however, egoism can be
problematic for organizations. Many business scandals originate from an employee’s love of money or
power,33 and business students tend to score higher on narcissism than do students majoring in other areas.34

D

Whose interests matter the most when two people have conflicting interests? In highly politicized organizations, individuals fight for scarce resources, such as budgets or office space, even though it is clearly
more beneficial to the organization if one particular person receives the scarce resource. If egoism is the
predominant ethical theory, then the more politically powerful or astute employee gets the scarce resource,
possibly to the determinant of organization performance.
Egoists seeking a reasonable solution to conflicts that arise between their interests and the interests of
others will usually broaden their consciousness to include the interests of larger social groups, therefore taking the next step up the moral reasoning ladder.
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Social Group Relativism
When faced with a decision, a social group relativist asks, “How does the action relate to my social group?
If the action conforms to my social group’s norms, it is right. If it is contrary to my social group’s norms, it
is wrong.” Social group relativists tend to reason as follows: “I strongly believe that x is the best decision
because that is what my social group supports.”
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Humans have lived in groups since the beginning of history. Associating oneself with the ethical standards of a group is often considered to be a higher stage of moral reasoning than is egoism. Social group
relativists care what their group members think because they share common interests. Wealthy people identify with what is best for the wealthy; poor people identify with what is best for the poor. Associations are
formed to more efficiently and effectively represent social group interests. The Chamber of Commerce represents the interests of the business community. Mothers Against Drunk Driving lobbies for alcohol restrictions that are opposed by the National Beer Wholesalers lobby. Each lobbying group wants public policies
that favor, or do not damage, member interests.
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Social group relativism is a common ethical theory. Managers readily empathize with other managers
and want to do what a good manager would do in a particular situation. Nonmanagement employees tend
to view things from a nonmanagement employee’s perspective, customers from a customer’s perspective,
suppliers from a supplier’s perspective, and community members from a community member’s perspective. Our perspectives are shaped by the groups we most identify with.
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The tendency to interpret situations from a social group’s perspective is particularly evident in partisan
sports and politics. Fans of a sports team tend to interpret every ambiguous game situation in a way beneficial to their team. In politics, Republicans and Democrats often vote along party lines and risk being ostracized if they vote otherwise.
Organizations need marketing managers who look after the interests of the marketing department, and
accounting managers who look after the interests of the accounting department. As the predominant ethical theory, however, social group relativism can be problematic for organizations. Social group relativism
often leads to double standards, one standard for your group and a different standard for other groups.
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Which social group’s interests matter the most when two social groups involved in a situation have conflicting interests? In highly politicized organizations, departments fight for scarce resources, even if what’s
best for the organization is that another department gets it. If social group relativism is the predominant ethical theory, then the more politically powerful or astute department gets the scarce resource, possibly to the
detriment of organization performance.

no

Social group relativists seeking a reasonable solution to this dilemma will usually broaden their consciousness to include the interests of the entire organization or larger society, therefore taking the next step
up the moral reasoning ladder.

o

Cultural Relativism

D

When faced with a decision a cultural relativist asks, “How does the action relate to my national culture, particularly its laws? If the action conforms to the law, it is right. If it is contrary to the law, it is wrong.” Cultural
relativists tend to reason as follows: “I strongly believe that x is the right thing to do because the law says so.”

Associating oneself with the ethical standards embodied within a nation’s laws is often considered to be
a higher stage of moral reasoning than is social group relativism. The person perceives himself or herself as
a member of a larger society whose members have common interests. A common saying among cultural relativists is, “When in Rome do as the Romans do.” This demonstrates tolerance and respect for the practices
and policies of the host nation or community.
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National laws and norms matter a great deal for cultural relativists. Laws are established through two
distinct processes, Congress and the judicial system, that mediate individual and social group differences.
Political legislation is the result of Democrats and Republicans representing their group’s interests and then,
by voting, reaching a conclusion binding on everyone. Judicial laws are the result of lawyers presenting
competing perspectives and reaching a decision binding on everyone.
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Cultural relativism is also a rather common ethical theory. Many managers do not want to break the
law, even when doing so might personally benefit them or their company. Managers want to do what is
right in the eyes of the legal establishment. When problems arise, they ask company lawyers to provide a
legal opinion. Organizations need managers who are cultural relativists, adamant that local, state, and
federal laws be obeyed. As a predominant ethical theory, however, cultural relativism can be problematic
for organizations. Just because something is legal does not mean that it is ethical. Until midway through
the Civil War, businesses could legally use slave labor in the United States, but doing so was unethical because it violated individual liberty. Similarly, just because an organization has the legal right to
pollute up to a certain amount does not mean it should, particularly if available pollution controls are not
burdensome.
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Utilitarianism
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Cultural relativists seeking a reasonable solution to these dilemmas will usually broaden their
consciousness to considering the greatest good for the greatest number of people affected, individual rights, or virtuous behavior, which are the three final steps up the moral reasoning ladder. These
three ethical theories are aimed at minimizing the most common human biases—a preference for selfinterests, group interests, and national interests.35

When faced with a decision, a utilitarian asks, “How does the action relate to everyone who is affected
by it? If it is beneficial to the majority, then it is right. If it is detrimental to the majority, then it is wrong.”
Utilitarians tend to reason as follows: “I strongly believe that x is the best decision because the consequences benefit the greatest number of people.”
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Concern as to how an act affects the general welfare is often considered to be a higher stage of moral
reasoning than is cultural relativism. In this sense, the individual is not just concerned about following
national laws, but about whether the law is morally justified when the well-being of others is considered.

no

Utilitarians emphasize the consequences of an action on all those affected by it. During the Middle
Ages, political and economic policies were legislated that primarily served the interests of the ruling monarch’s family. In the 18th and 19th centuries, the philosophers Jeremy Bentham36 and John Stuart Mill37
countered that what mattered most was the greatest good for the greatest number of people. In On Liberty,
Mill argued that the greatest good for political arrangements entailed respecting every person’s liberty, not
just that of the monarchy or parliament.38 Ethical conduct is that which creates the most good in the world,
provided that the liberty of others is not violated.
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In the United States, utilitarianism is a foundational ethic for the nation’s political, economic, and business systems. Democracy is justified on utilitarian grounds in the sense that the policy chosen is that which
the majority of voters desire. Capitalism is justified on utilitarian grounds because the pursuit of economic
self-interest improves national wealth. Business decisions based on cost–benefit analysis are also grounded
in utilitarian logic.
Organizations need managers who are utilitarians, always looking after what is best for the organization and broader society. As a predominant ethical theory, however, utilitarianism can be problematic for
organizations. For instance, to avoid bankruptcy, utilitarian managers could decide to save money by eliminating costly safety protections that benefit only a few maintenance workers.
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Utilitarians seeking a reasonable solution to these issues will usually broaden their conceptualization of
“greater good” to include human rights or undertake actions that they would want everyone to do, thereby
taking the next step up the moral reasoning ladder.

Deontology

is
tri
b

ut
e

When faced with a decision, a deontologist asks, “Does the action treat every stakeholder with respect and
dignity? Is the action something that everyone should do? If yes, then it is right. If no, then it is wrong.”
Deontologists tend to reason as follows: “I strongly believe that x is the best decision because everyone has
a duty to treat everyone else with respect in all situations.”
Respecting every stakeholder is often considered to be a higher stage of moral reasoning than is utilitarianism. In this sense, the individual is not just concerned about what benefits the majority, but whether every person
affected is treated with respect. Deontologists emphasize a duty to follow “moral rules” applicable to all people
in all situations, such as the Golden Rule, Bill of Rights, or Ten Commandments.
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Following the Golden Rule (“Do to others as you want done to you”) is helpful, yet at times problematic.
What if you would not want to know about a regulatory violation, should you then not tell others about a
regulatory violation? The philosopher Immanuel Kant prevents this faulty line of reasoning by invoking a
categorical imperative, which is a rule that applies to all situations. Kant’s primary categorical imperative
maintains that one must “Act according to the maxim whereby you can at the same time will that it should
become a universal law.”39 In other words, what would happen if everyone did what you were planning to
do? If it is morally permissible for you not to report a regulatory violation, it must be morally permissible for
everyone not to report regulatory violations, a universal rule that rational people would reject.
Respecting yourself and others is a core deontological principle. Universal human rights, which respect
the dignity and autonomy of every human being, are based on deontology logic. Deontology can be difficult for managers to apply because the ethical theory demands moral consistency. The manager must constantly respect every stakeholder. One must be truthful all the time, not just when it benefits you or feels
comfortable.
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The “Trolley Problem” in Table 5.5 is a series of three ethical dilemmas developed by moral philosophers that highlight the tension between utilitarianism and deontology. They explore contextual factors
that might influence a person to change which action is considered ethical.40

no

Organizations need managers who are deontologists, ensuring that every stakeholder is respected all
the time. As a predominant ethical theory, however, deontology can be problematic. Respecting every stakeholder is not always achievable, practical, or desirable. The 80/20 rule suggests that 20 percent of an organization’s customer base provides 80 percent of its revenue.41 During difficult economic times, managers must
take special care of their most important customers. Deontology, however, would demand that all customers be equally respected. But if the top revenue-generating customers are not satisfied, they might take their
business elsewhere, which could bankrupt the organization and cause everyone to be unemployed.

D

o

Deontologists seeking a reasonable solution to these issues will usually broaden their consciousness to
include a wider arrangement of virtues, therefore taking the final step up the moral ladder.

Virtue Ethics
When faced with a decision, a virtue ethicist asks, “How would a virtuous person act in this situation? If
the act strengthens moral character, then it is right. If it is contrary to moral character building, then it is
wrong.” Virtue ethicists tend to reason as follows: “I strongly believe that x is the best decision because that
is what a person of high moral character would do.”
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TABLE 5.5 THE TROLLEY PROBLEM
Scenario 1
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Assume an out-of-control trolley car is hurtling down a street. Five people working on the track are in its path and about
to be killed. You can save five lives by pulling a lever that will divert the trolley to an alternative track. Unfortunately, one
worker is on the alternative track and pulling the lever would kill him. Is it ethical to pull the lever?
[Utilitarian response: Yes; Deontology response: No]
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Scenario 2
Assume the one worker is a member of your family. Is it ethical to pull the lever?
[Utilitarian response: Yes; Deontology response: No]
Scenario 3

,o

[Utilitarian response: Yes; Deontology response: No]
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Assume that you are standing on a bridge when the runaway trolley takes aim at the five people working on the track.
Unfortunately, the only nearby heavy object, besides yourself, is the stranger standing next to you. You are strong and
throwing the stranger over the bridge will stop the trolley. Is it ethical to throw the stranger in the path of the trolley?
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Virtue refers to achieving excellence in moral character.42 Virtue is sensitive to context and circumstance,
generally produces good outcomes, and can be developed and practiced.43 The list of virtues is quite extensive.
Business ethicist Robert Solomon catalogued 45 virtues related to business activities.44 The most common
grouping of virtues includes justice, empathy, passion, piety, reliability, respect, and incorruptibility.45
Practicing the virtues is often considered a higher stage of moral reasoning than utilitarianism and
deontology.46 Utilitarianism is an “ends-based” ethical theory in which right action is defined by the consequences. Deontology is a “rules-based” ethical theory in which right action is defined by following a set of
moral rules that should be applied by everyone in all situations.
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Virtue ethics, however, are based on cultivating good habits. Humans are creatures of habit. A person
becomes kind and fair by being kind and fair. Kindness and fairness must be practiced daily. Through constant choice, being kind and fair become virtuous habits.

no

Aristotle noted that the purpose of life is to be happy, and the greatest happiness is achieved when a person excels in virtue.47 An individual who habitually practices the virtues lives a proper life. A virtuous manager is a person who not only exercises the virtues, but also helps make everyone else in the organization a
better person. Managers must practice the virtue of fairness in their dealings with all stakeholders, the virtue
of accountability by achieving organization goals, and the virtue of transparency so stakeholders can trust
managerial words and actions.
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According to Aristotle, virtue is a “golden mean” between two extremes. Every virtue has an excess
version and a deficient version, both of which are vices. For instance, courage is a virtue. Cowardice, a lack
of courage, is a vice. Recklessness, an excess of courage, is also a vice. Common managerial vices to avoid
include greed (an excessive desire for possessions and material wealth), anger (an excessive desire to express
hate), ignorance (a lack of appropriate information), and lust (an excessive desire for sex).
Organizations need managers who are virtue ethicists, constantly practicing virtuous behaviors. As a
predominant ethical theory, however, virtue ethics can be problematic. Practicing honesty can result in telling a hurtful truth, which conflicts with practicing kindness. For these reasons, managers must reflect on
information generated by all six ethical theories.
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FIGURE 5.3 UNIVERSAL VIRTUES
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Source: From Good Kids, Tough Choices, Rushworth M. Kidder. Copyright © 2010 by the Institute for Global Ethics. Reprinted with
permission from Jossey-Bass, a Wiley Imprint.

Universal Appeal
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Are the ethical theories a by-product of Western culture, or do they have universal appeal? Virtues have
cross-cultural appeal. The western philosopher Aristotle and the eastern philosopher Confucius share much
in common about what constitutes good habits.48 World religions also share much in common about “the
good”. According to the Council for a Parliament on the World’s Religions, there is significant agreement
among the major world religions on five principles that should govern human behavior in all realms of life,
including business: (1) “Do unto others as you would have them do to you,” (2) “Thou shall not commit
sexual impropriety,” (3) “Thou shall not steal,” (4) “Thou shall not lie,” and (5) “Thou shall not kill.”49
These deontology-based guidelines have universal appeal.
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Rushworth Kidder and the Institute for Global Ethics have surveyed people from around the world
about the ethical values that matter the most to them. Similar to the Council for a Parliament on the
World’s Religions, Kidder and his colleagues have found strong consensus among five values, or virtues,
that are common worldwide. They are responsibility, fairness, respect, compassion, and honesty (see
Figure 5.3).50 Cultures may weigh each of these five shared virtues differently, but they are all consistently
among the top five. No matter where in the world a person may be, people in that nation value individuals
who are responsible, fair, respectful, compassionate, and honest.
The six ethical theories also parallel Lawrence Kohlberg’s six stages of moral development discussed in
Chapter 1.51 As shown in Table 5.6, moral development in Stages 1 and 2 reflects egoism reasoning, Stage 3
moral development reflects social group relativism reasoning, Stage 4 reflects cultural relativism reasoning,
Stage 5 reflects utilitarianism and deontology reasoning, and Stage 6 reflects deontology and virtue ethics
reasoning.
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TABLE 5.6 KOHLBERG’S STAGES OF MORAL DEVELOPMENT AND ETHICAL THEORIES
Age Group

Stage of Moral Development

Ethical Theory

Stage 6: Universal Ethical Principles—
Justice, equality, fairness for everyone,
universal human rights

Virtue Ethics—How would a virtuous person act? and
Deontology—Does the action treat every stakeholder
with respect?

Mature
Adulthood

Stage 5: Prior Rights, Social Contract,
Utilities—Human rights

Deontology—Does the action treat every stakeholder
with respect? and
Utilitarianism—Is the action the greatest good for the
greatest number?

Adulthood

Stage 4: Social System—Duty to society’s
customs, traditions, laws

Cultural Relativism—Does the action maintain laws
and customs?

Early
Adulthood,
Adolescence

Stage 3: Mutual Interpersonal
Expectations—Well-being of friends and
coworkers

Social Group Relativism—Is the action supported
by my peers?

Adolescence,
Youth

Stage 2: Reward Seeking—Self-interest,
fairness to me, reciprocity

Childhood

Stage 1: Punishment Avoidance—
Obedience to rules because of fear of authority
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Mature
Adulthood
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Egoism—Does the action benefit me?
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Egoism—Does the action hurt me?

REACHING A MORAL CONCLUSION: VOLKSWAGEN
LO 5.4: Apply the systematic rational ethical decision-making process to a business issue.
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The six ethical theories raise important issues for a decision maker to consider. Each theory looks at an
issue from a different ethical vantage point, and prepares a manager to anticipate multiple points of view.
Applying the seven questions in Table 5.3 to salient ethical issues will likely reveal that each decision option
has strengths and weaknesses, and ethical trade-offs might be required.
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The systematic rational ethical decision-making process section began with a situation in which a
Volkswagen engineer was directed to create defeat device software to temporarily cheat on emissions tests
by turning pollution controls on only when being inspected by regulators. The engineer’s moral consciousness did not originally object and an intention formed to do as directed. But assume that before acting
on the intention, the VW engineer becomes aware that the U.S. government was taking a much tougher
approach to corporate wrongdoing and a company was harshly punished recently for violating government
environmental regulations. Because of the new inconsistency between anticipated and actual outcomes, the
engineer begins to have second doubts about the intention. The engineer can then apply the systematic
rational decision-making process questions to reflect more deeply on all possible ethical vantage points,
from egoism to virtue ethics.
The decision maker’s first step is to list the options under consideration. The engineer has two basic
decision options: (1) do as directed or (2) refuse to participate on the project.
The second step of the systematic rational ethical decision-making process is to apply the seven questions to the decision options and analyze the situation from various ethical perspectives. Begin by listing the
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stakeholders affected by the decision. The primary stakeholders include the vehicle owners, people affected by
the pollution, other VW engineers, VW shareholders, government regulators, and the natural environment.
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Egoism asks which option benefits you (the engineer) the most. Following your boss’ directions maintains
job security and cordial working relationships with the other VW engineers. Since other automotive companies
mislead regulators when reporting eco-efficiency results, you don’t anticipate punishments will be directed at
you. If anyone gets punished, it’ll be the manager who is directing you to develop the cheating software.
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The engineer then examines the situation from a social group relativism perspective. By creating the
cheating software, you were being loyal to supervisors who managed the software program and to peers
who support it. In addition, your company is a large social group and doing this will help your company
gain revenue and market share.
Cultural relativism, however, raises an objection. Doing as directed violates American law. The defeat
device violates the law and, thus, should not be done.
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Determining which option benefits the greatest good is complex. Doing as directed contributes to VW
achieving its goal to be the largest automotive company in the world, and enriches many shareholders.
However, clean air is a public good that affects many people and people with respiratory problems will
become sicker. Then again, VW diesel-engine owners legitimately get many more miles to the gallon, which
is good for the environment. In addition, your firm’s contribution to overall pollution is minimal compared
with other major greenhouse gas contributors, such as coal burning energy plants and cars operating on
gasoline. The application of utilitarianism generally seems to favor doing as directed.
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However, the two highest ethical theories, deontology and virtue ethics, raise red flags. Doing as directed
violates deontology because it requires lying to consumers and regulators, disrespects the environment, and
exceeding nitrogen oxide regulatory limits contributes to respiratory illnesses. From a virtue ethics perspective, a person of high moral character would not participate in the project because it is deceptive, not transparent, and violates honesty. But what about the virtue loyalty? The answer is mixed. Installing the cheating
technology is being loyal to your work group and manager, but disloyal to customers and regulators.
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The third step entails summarizing the strengths and weaknesses of each option based on the ethical
theories. The first option is to do as directed. The strengths of this option include protecting job security
(egoism), being loyal to management of peers (social group relativism), and benefitting the company and its
shareholders (utilitarianism). Weaknesses include regulatory and legal violations (cultural relativism), disrespecting customers, regulators, the environment, and people with respiratory illnesses (deontology), and
dishonesty (deontology and virtue ethics).

no

The second option is to not participate on the project. The strengths of this option include legal compliance (cultural relativism), respecting customers, regulators, the environment, and people with respiratory
illnesses (deontology), honesty (deontology and virtue ethics). Weaknesses include upsetting coworkers
and managers (social group relativism), and not contributing to shareholder wealth (utilitarianism).
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The fourth and final step of the decision-making process entails choosing a decision option based on
the strengths and weaknesses analysis and determining how to manage the weaknesses associated with the
chosen option. The answers to Questions 2 through 7 are ethically mixed. For this particular situation,
refusing to participate on the project is legal (Question 4), respects customers, regulators, and the environment (Question 6), and is what a virtuous person concerned with moral character would do (Question 7).
However, doing as directed is in your self-interests (Question 2), social group’s interests (Question 3), and
the greater good for the company’s employees and shareholders (Question 5).
Utilitarianism, deontology, and virtue ethics point the decision maker in the direction of the most ethical choice. In this situation, answers to these questions are mixed, although the two highest theories agree.
Utilitarianism (Question 5) supports doing as directed, whereas deontology (Question 6) and virtue ethics
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ETHICS IN THE NEWS
Critical Thinking Questions

In 2016, United Airlines flew more than 86 million
passengers.53 As a result of overbooking, 62,895
United Airlines passengers voluntarily gave up their
seats in exchange for vouchers and other incentives.
When an insufficient number of passengers
volunteer, an airline can choose passengers to
involuntarily give up their seats, in exchange for cash
payments based on the ticket price paid and length
of delay (200 percent of a one-way ticket price for a
delay up to 2 hours and 400 percent if the delay is
more than 2 hours).54 In 2016, 3,765 United Airlines
passengers were chosen to involuntarily give up
their seats because of a lack of volunteers. United’s
average involuntary bumping compensation was
$565.

1. If you were the airline manager, what would you do?

ut
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De-Boarding Airplane Passengers
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a. Exceed the authorized financial incentive limit
until four passengers volunteer (if so, how
high are you willing to go?)
b. Randomly select four passengers to leave
and compensate accordingly

rd

c. Determine the four passengers to leave by
using United’s “customer value algorithm”
which is based on lowest ticket price and
shortest delay length factors55

,o

d. Not board the four flight crew members
needed immediately in Louisville
e. Something else (if so, what?)

2. Why is this the right option to choose?
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In spring 2017, passengers on a United Airlines
flight from Chicago to Louisville, Kentucky, are
fully boarded and ready to leave. But then another
4-member flight crew that must get to Louisville
immediately arrives at the gate. They must get
boarded because a plane is waiting for them in
Louisville and the airline would have to cancel that
flight if this crew doesn’t arrive soon, causing an
expensive rippling effect.

Additional Critical Thinking Questions
1. What would you do if either Option 2 (randomly
select) or Option 3 (four lowest paying and shortest
delay passengers) was chosen, three of them left
the plane, but the fourth one refused because of an
impending work need?
a. Contact security to physically remove the
passenger
b. Choose a different fourth passenger
c. Something else (if so, what?)
2. Why is this the right option to choose?
3. What are the ethics underlying your decision?
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Seeking volunteers, and following company protocol,
United offers financial incentives up to $1,000, the
highest amount allowed. By now, the plane has
been delayed two hours and no passenger has yet
volunteered to give up a seat.

3. What are the ethics underlying your decision?

(Question 7) support not participating on this project. The two most important ethical theories support not
participating on the project, as does the law (cultural relativism). Therefore, the engineer should not work
on the project.
How can the engineer manage this option’s three big weaknesses: (1) getting fired, (2) being ostracized
by other engineers, and (3) the outcome is not for the greatest good? Regarding job security and collegial
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ut
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relationships, one hopes the engineer has been assigned a mentor and can confidentially seek advice on this
matter. Maybe the mentor knows another company project needing the engineer’s skills. The engineer could
also share media reports about similar situations where engineers lost their professional licenses for violating
regulatory laws. As for utilitarianism, the engineer could share media stories about the financial damage incurred
by companies and shareholders after a company is caught violating government regulations. Based on this new
information, the greatest good analysis should give more weight to the negative ramifications of getting caught.
Moral courage, which up to this point has been a personal weakness for the engineer, will be required.
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In real life, the VW engineers chose to do as directed and created and installed emissions cheating
software. After the fact, however, it became clear that management and the engineers miscalculated the
utilitarian analysis. During the government’s investigation, VW lied many times about the technology,
which wasted government resources. Regulators encouraged lawyers to obtain the biggest fines possible.
The fines and other costs were significant, $20 billion just in the United States, and a growing number of the
8.5 million diesel car owners in Europe filed lawsuits. The criminal investigation continued to expand as six
executives had been charged with fraud and one engineer pled guilty.52 In addition, VW’s reputation was
severely damaged and its stock price declined dramatically.
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Utilitarianism, deontology, and virtue ethics matter a great deal. In many situations, the three highest
ethical theories arrive at similar conclusions, which provides the decision maker with tremendous moral
certitude. Sometimes they conflict. When they conflict, respecting everyone and doing what a virtuous person would do are considered the two most essential ethical responses. But, if the deontology and virtue
ethics outcomes are not aligned with other ethical theories, pragmatic adjustments may need to be made,
particularly if the decision is not supported by law or may result in job termination.
Applying the six ethical theories to a situation helps managers view the event from six different ethical
vantage points. It does not provide the “one best ethical answer” for all situations because context and
extenuating circumstances matter when making a decision. The “Ethics in the News” real-life situation
highlights this tension point. What would each ethical theory recommend? In this situation, which ethical
theory seems to provide the best answer?
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PERSUADING OTHERS

LO 5.5: Persuade someone who reasons according to an ethical theory different than the
ethical theory you normally use.

no

After applying the systematic rational ethical decision-making process, two employees may still sincerely
disagree about the appropriate ethical action. For instance, reasonable people can strongly disagree
whether it is ethical or unethical for a manager to demand that everyone on the project team work through
a weekend just before a Monday holiday.
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Most people are very comfortable with the ethical theory they intuitively rely on, and they may feel
annoyed when others question their decisions. When ethical conflicts arise in organizations, the person with
higher status tends to get his or her way. This conflict resolution approach assumes that the higher-status
person is applying the highest ethical theories, an assumption that has been proven false innumerable times.
A healthier approach is for a manager to listen carefully to employees who disagree, categorize the other person’s response in terms of one of the six ethical theories, and then use that ethical theory to address the employee’s
concern. This is hard work. It requires a great deal of mental gymnastics and patience because we are accustomed
to reasoning based on our preferred ethical theory, which we consider the most appropriate one.
Each ethical theory is similar to a different foreign language. Assume that egoism (self-interests) is equivalent
to speaking English, and utilitarianism (greatest good) is equivalent to speaking Spanish. If an English speaker
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BEST PRACTICES
Achieving Ethical Consensus56

Step 4: Both parties paraphrase each
other’s underlying values and ethical
reasoning.
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Many ethical disagreements can be solved. Use
the following steps to help people achieve ethical
consensus and win-win ethical outcomes.

Step 5: Both parties, working together, craft a
resolution to the conflict over the issue.

Step 2: Both parties reveal the values and ethical
reasoning that underlie their position.
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Step 6: Both parties check that the resolution does
not conflict with their own values or ethical reasoning,
or those of the other party.

Step 1: Both parties state their position on the issue.
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Step 3: Both parties paraphrase each other’s position.
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wants to persuade a Spanish speaker, the English speaker must communicate in Spanish; otherwise, no progress
will be made. The same logic applies to using the ethical theories as persuasion tools.
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Assume that two managers disagree with each other about project team members working the weekend
before a Monday holiday. One manager is an egoist and the other a utilitarian, and each manager wants to
persuade the other. The egoist believes everyone should work the weekend so the manager can earn a bonus.
The utilitarian believes having the weekend off will be good for morale and the work can still get done in time.
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For the egoist to persuade the utilitarian, the egoist must realize that the utilitarian cares about the greatest
good for the greatest number of people and does not care about his or her self-interest. Appealing to the utilitarian’s self-interest will offend the utilitarian. To be persuasive, the egoist must communicate using utilitarian
“greater good” reasoning. Maybe everyone working the weekend will significantly improve the chance of meeting consumer demand, which will benefit many people.
Similarly, for the utilitarian to persuade the egoist, the utilitarian must realize that the egoist cares
about his or her self-interest and does not care about the greatest good for the greatest number. To be persuasive, the utilitarian must communicate using egoistic “self-interest” reasoning. Maybe giving project
team members the weekend off will make them twice as productive after the holiday, thus she or he may
earn an even bigger bonus.
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What should be done if a manager using the systematic rational decision-making process during an
employee meeting fails to achieve consensus? By going through this process, the decision maker becomes
aware of the logic held by those on the other side of the issue. The decision maker is prepared to express the
strengths and weaknesses of each option and to discuss how the weaknesses can be addressed. The employees may not agree with the manager’s conclusion, but they will understand the manager’s ethical reasoning
and be able to convey that reasoning to other organization members (see “Best Practices”).

TEN “ETHICAL HAZARD APPROACHING” SIGNS
LO 5.6: Recognize warning signs that an unethical decision is approaching.
How can a manager know when his or her ethical intuition needs deeper moral reflection? Employees in a
manufacturing facility with toxic chemicals are visually warned when entering hazardous areas by flashing
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TABLE 5.7 TEN “ETHICAL HAZARD APPROACHING” SIGNS
Beware when someone says:
1. It may seem unethical . . . but it is legal and permissible
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2. It may seem unethical . . . but it is necessary
3. It may seem unethical . . . but it is just part of the job
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4. It may seem unethical . . . but it is all for a good cause
5. It may seem unethical . . . but I am just doing it for you
6. It may seem unethical . . . but I am just fighting fire with fire
It may seem unethical . . . but it doesn’t hurt anyone

8. It may seem unethical . . . but everyone else is doing it

10. It may seem unethical . . . but I’ve got it coming
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9. It may seem unethical . . . but I don’t gain personally
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7.
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red lights, loud sirens, and large signs with skulls and crossbones. Unfortunately, warning lights do not
flash when employees enter an ethical hazard zone.
Michael Josephson describes 10 common rationalizations for unethical acts that appear in Table 5.7 as
“ethical hazard approaching” signs.57 Pause and reflect on the thought, “It’s ethical because it’s legal.” As
discussed earlier in this chapter, ethics are more than just the law. Laws change all the time, often because
an individual, or group of people, strongly believes that an existing law, such as slavery in the 19th century,
is unethical.
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Sensitize employees to recognize when these ethically hazardous rationalizations are invoked. When one
of these rationalizations is expressed, pause for additional ethical reflection and apply the systematic rational
ethical decision-making process questions before making a final decision. This type of moral work can be
done as a training session, which is the next chapter’s topic. Have the workshop facilitator read the list of 10
justifications. After each one is read, ask participants to share stories about when they heard this rationalization given. Then workshop participants can apply the systematic rational ethical decision-making process
and propose a more ethical course of action for the next time the situation occurs.

SUMMARY

This chapter explored how to generate decisions
that result in ethical behaviors. Two models were
presented, an ethical behavior model (Figure 5.1)
and a systematic rational ethical decision-making
process (Table 5.3). Ethical judgments, intentions,
and behaviors are influenced by the decision maker’s

individual characteristics, organization characteristics, societal characteristics, and moral consciousness, and by the situation’s moral intensity.
Sometimes individuals question their ethical intentions.
A systematic rational ethical decision-making
process was provided to help employees derive
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moral conclusions. The process considers the perspectives of six major ethical theories and rank-orders
their concerns in a useful manner. Using this ethical

decision-making process helps employees understand
the ethical ramifications of workplace issues, and
enables employees to persuade those who disagree.

ut
e

Optimal Ethics System Check-Up
Rate your organization or work unit against the following best practices in ethics management discussed in this chapter.
Mark either “Yes, Sometimes, or No,” according to your current situation. Which is your strongest best practice, which is your
weakest, and how can you transform your weakest into a strength?

Ethical Decision-Making
15. Ethics is an important consideration in our decision-making process.

Sometimes
(0.5)
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Yes
(1)

No
(0)

Employees are comfortable engaging each other in an ethics discussion when
contentious issues arise.
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17.
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16. Employees are trained to use an ethical decision-making framework to help
them derive moral answers when issues arise.

Subtotal for Ethical Decision-Making, items 15 through 17
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Strength: Choose one strong best practice item from the list above and explain why and how it is a strength.
Weakness: Choose one weak (“No” or “Sometimes”) best practice item from the list above and explain why and how it is a
weakness.
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Improving the Weakness: For the “weakness” item noted above, explain what needs to be done, and by whom, to improve
the organization or work unit’s performance regarding this one weak item.

KEY WORDS
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Utilitarianism 131
Virtue Ethics 132

o

CHAPTER QUESTIONS

Which individual, organization, and societal characteristics affect the formation of a person’s moral
consciousness?

2.

What are the seven systematic rational ethical
decision-making process questions, and which
three of these questions point the decision maker in
the direction of the most moral decision?

D

1.

3.

What are the strengths and weaknesses for each of
the six major ethical theories?

4.

How would you apply the systematic rational
ethical-decision making process to reach a moral
conclusion about a business issue (e.g., install a regulatory emissions “defeat device” in Volkswagen’s
diesel cars)?
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6.

What are some of the warning signs that an unethical
decision is approaching?

Sharpen your skills with SAGE edge at edge.sagepub.com/collins2e
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How could you persuade someone who disagrees
with you about a business ethics issue (e.g., should you
break confidentiality to help boss soon to be fired)?
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5.

SAGE edge for students provides a personalized approach to help you accomplish your coursework goals in an
easy-to-use learning environment.
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Ethical Dilemma videos and licensed videos are available only through the interactive eBook.

Digital Resource
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Learning Objective
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DIGITAL RESOURCES
Identify the different factors within the
Ethical Behavior Model.

TedTalk: The Moral Roots of Liberals and Conservatives

5.2

Prepare and prioritize seven rational
ethical decision-making questions.

TedTalk: Are We in Control of Our Own Decisions?

5.3

Compare how the six ethical theories
differ from one another.

TedTalk: Global Ethic vs. National Interest

5.4

Apply the Systematic Rational
Ethical Decision-Making framework
to a business issue.

Ethical Decision-Making

no

Persuade someone who reasons
according to an ethical theory
different from the ethical theory you
normally use.

Trust Fund Disbursement
TedTalk: What’s the Right Thing to Do?

TedTalk: The Long Reach of Reason
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5.5
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5.1

5.6

Recognize warning signs that an
unethical decision is approaching.

TedTalk: A Life of Purpose
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