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I. Introduction
If one types “business ethics is” into a google search bar, among the first suggestions for
autocompleting the phrase is “an oxymoron”. This is but one indication of a widespread suspicion,
in the public at large, that the world of business is more or less devoid of ethics. To some degree
this may simply be the result of an apparently never-ending stream of business ethics scandals.
The problem goes deeper, however. After all, unethical behaviour is pervasive in other areas of
life as well. When people say that “business ethics is an oxymoron”, they do not just mean that a
lot of unethical stuff goes on in business; they think that there is an inherent tension between
business and ethics. This is what I will call business ethics denial. …
For an example of business ethics denial in popular commentary, consider Duff McDonald,
journalist and best-selling author of books about McKinsey & Company, and Harvard Business
School. In the wake of the Cambridge Analytica scandal, Facebook’s Mark Zuckerberg and Sheryl
Sandberg both issued statements accepting “a responsibility to protect your data – if we can’t, then
we don’t deserve to serve you.” To this, McDonald replied in Vanity Fair: “That’s a hilarious
statement for those familiar with the serpentine argot of America’s ruling class. Consider the use
of the word ‘serve’ – that’s the kind of nonsense they spew at McKinsey, working ‘in service’ of
their clients when they’re just as mercenary and self-interested as the next MBA.” (McDonald
2018) Note that, in criticizing Facebook and McKinsey, McDonald takes for granted that MBAs
are mercenary and self-interested – and is confident that his readers share this assumption. …
The paper proceeds as follows. Part II further introduces the topic, clarifies key terms (section 1),
and comments on the relationship between business ethics and enlightened self-interest (section
2). Part III introduces two forms of business ethics denial: that business needs no ethics (section
3), and that ethics in business is not possible (section 4). Part IV discusses the implications of
holding various combinations of these. …
II. Clarifying the Target
1. Defining “Business Ethics”
Let us distinguish an oxymoron from a contradiction in terms. A contradiction in terms ascribes
logically incompatible attributes to an entity. Examples of this are “married bachelor” and “square
circle”. An oxymoron ascribes attributes that appear to be in tension but are not logically
incompatible. Thus, when George Carlin suggested that “military intelligence” is an oxymoron, he
did not say that the very meaning of the term “military” includes “not intelligent”; but rather that
employing the military is typically not the smartest way of approaching a problem (while also
insinuating that members of the military are dumb). Thus, calling an expression a contradiction in
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terms is to make a claim about the meaning of words; calling an expression an oxymoron is to
make a claim about what is the case.
We could define “ethics” and “business” such that “business ethics” becomes a contradiction in
terms. This would result, for example, from defining business as “the pursuit of profit without
regard for ethical considerations”. However, this (or similar) definition of “business” does not
capture what we ordinarily mean by the term. For example, in September 2015, Berlin-based wire
manufacturer Mutanox turned down half a million dollars from the Hungarian government to
deliver razor wire to secure Hungary’s border against refugees. A spokesperson for Mutanox said
the company declined on ethical grounds: “Our wire is designed to prevent criminal acts. Like a
burglary, for example. But fleeing children and adults are not criminals.” (Hegmann 2015)
Supposing Mutanox really did act from ethical motives, it would not thereby cease to be a business.
One may doubt whether businesses are ever truly committed to ethical principles (more on this in
section 4); to say that such ethically motivated constraint is by definition incompatible with acting
as a business is patently implausible. (Yet this appears to be Elaine Sternberg’s view; see Sternberg
2000: section 1)
One might say that Mutanox did the right thing without considering whether there was a business
case for it. Here “business” does simply signify corporate self-interest. Thus, in the sense in which
“business” features in “business case”, “business ethics” would be a contradiction in terms. But
this is not an interesting claim about business ethics, nor is it what people mean when they say that
“business ethics” is an oxymoron. Rather, what denialists allege is that businesses never do (or
never should) act on ethical grounds. In other words, according to denialists, businesses always do
(or always should) go where the business case leads. These claims would be vacuous if “business”
and “ethics” were logically incompatible.
For our purposes let “business” denote activities aimed at furthering commercial self-interest
through means typical in a market economy. And let “ethics” denote a system of constraints on
self-interested behavior that operates through people’s sense of what is right and wrong; rather
than through external sanctions. (Cf. Beversluis 1987: 87) These definitions are as minimal as they
are contentious. (For an overview of definitions of “business ethics” see Lewis 1985) But, taken
together, they provide the target that business ethics denialists have in mind: the idea that a person
(or company), generally engaged in pursuing their commercial self-interest, might pass up
opportunities to further said self-interest, because they believe that doing so is ethically required.1
In other words, business ethics denial as I understand it here is the denial of moral motivation in a
business context.
2. Ethics Pays
Students taking a business ethics course are likely to be exposed to at least one of the following
perspectives on the relationship between self-interest and ethics. On the one hand, many teachers
of business ethics stress that being ethical is (almost) always the best policy:
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We can, I believe, legitimately make the claim that acting in ways that can be considered
to be “right” and “just” and “fair” is absolutely essential to the long- term competitive
success of the firm. (Hosmer 1994: 192)

On the other hand, some think that “ethics has to hurt”. (Stark 1992) Daniel Attas, for example,
argues that stakeholder theory can be a genuine theory of business ethics only if it requires
stakeholders to be treated well when doing so is not in the best interest of the company. (Attas
2004, cf Giacalone and Thompson 2006)
While the definition provided in section 1 sides with the latter perspective, I do not mean to
discourage the former. A lot of important work in business ethics is done in finding and creating
ways in which being ethical and making a profit go hand in hand. (E.g. Primeaux & Stieber 1994,
Porter & Kramer 2002, Paine 2003, Nielsen 2009) But the idea that ethics pays is not the target of
business ethics denial. Few would deny that maintaining amicable relationships with stakeholders
is typically good for business, and that this often requires abstaining from unethical behaviour.
(Cf. Carr 1968) And even those maintaining that ethics must not get in the way of profits have no
objection when there is a happy confluence of the two.
It is possible that being ethical is ultimately always the best course of action from the point of view
of self-interest or profit. This is particularly plausible when we explicitly focus on the long term.
Still, it seems likely that “the ethical thing to do is not always in the best interest of the firm.”
(Hoffman 1989, cf Corvino 2006, Bhandari & Javakhadze 2017) Take, for example, the case of
International Paper. The company was operating at a loss in 2009, when they realized that they
could apply for a tax credit aimed at encouraging companies to blend biofuels into fossil fuels and
thus reduce their carbon footprint. But International Paper was already using 100% biofuels (black
liquor which is a by-product of papermaking), and to qualify for the tax credit they added fossil
fuels – the direct opposite of the intended effect. (Mouawad and Krauss 2009) The company was
able to get 100s of millions of dollars through this scheme, more than offsetting their operating
losses. This was clearly both unethical and in the best economic interest of the company (both long
and short-term). It is in cases like these that the question of business ethics denial arises. Will (or
should) an economic agent ever side with morality, when it conflicts with self-interest?
III. Denial of Ethics in Business
3. Normative Denial
Normative denial is the view that ethical concerns are misplaced in the business context.
Normative denialists believe that, regardless of how businesspeople in fact behave, there is no
need for them to be motivated by ethical considerations.
3.1. Business as a Game
In an often-cited piece, Albert Carr compares business to poker. In both contexts, he argues, the
“ethical principles preached in churches” do not apply. His advice to those feeling compunction
doing things, in the business context, that would ordinarily be considered unethical is to adopt
the poker player’s perspective.
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The justification [for employing a low standard of honesty] rests on the fact that business,
as practiced by individuals as well as by corporations, has the impersonal character of a
game ... as long as a company does not transgress the rules of the game set by law, it has
the legal right to shape its strategy without reference to anything but its profits. (Carr
1968)2

While Carr’s article received lots of attention, little of it has been kind. The analogy between
business and poker is far from perfect. (Cf Koehn 1997) And some dis-analogies seem quite
important from a moral point of view: to wit, people are rarely compelled to participate in poker
games as they are to earn a living in a world dominated by business. (See Beversluis 1987: 83,
Hamington 2009: 478) Moreover, Carr draws normative conclusions from factual premises. Even
if we grant that business is conducted in the ruthless style of a poker game, this does not justify
this behaviour. (see Allhoff 2003: 283-4) At best, it may afford an excuse for individual economic
agents who cannot be expected to bear the cost of behaving ethically while nobody else does. (Cf
von Kriegstein 2016: 458) An excuse is not a justification, however. (Cf Baron 2007: 22-3) Thus,
the factual premise that business is like a game of poker, does not warrant the conclusion that this
is ethically unproblematic. What Carr expresses, then, is a rather naïve form of normative business
ethics denial. And, although I have found it a common initial attitude in undergraduates, it can be
fairly easily disposed of in discussion. Some students, however, argue that Carr’s vision can be
justified because our economic system relies on ruthlessly competitive behaviour.
3.2. The Invisible Hand
The argument that business not only does abide by weakened moral standards but ought to do so
starts from the premise that the function of ethics is to curb self- interested behaviour, whenever
such behaviour would have socially undesirable consequences. Or, in David Gauthier’s words,
ethics tells us to abandon self- interest and “redirect our concerns when individual gain and
mutual benefit diverge.” (Gauthier 1982: 41) This assumption is combined with the supposed
lesson to be drawn from Adam Smith’s discussion of the invisible hand of the market: in the
context of a market economy the public good is best served if all participants single-mindedly
pursue their own self-interest (Smith 1776/1976, book IV, ch. 2; cf Cooper et al. 2016).3 The
Economist is among the voices most consistently reminding the public of this claim:
In their economic lives, people behave as though they had no regard for the public good.
Yet the outcome, through the operation of the invisible hand, serves the public good better
than any social planner could ever do. (The Economist 2001)

Taken together, these two claims vindicate normative denial: if the function of ethics is to suppress
self-interested behaviour when it is harmful, and the market is an arrangement in which selfinterested behaviour is never harmful, then, ethics has no place in the market. (Cf Holmes 2013:
61, Goodpaster 1991: 96)
Gauthier, who formulated this set of ideas most carefully, coined the term moral anarchism for this
position.
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While explicitly referring to “legal” rights in the last sentence of the passage, it is clear from the context that Carr thinks that
this is a moral right as well (that companies have the legal right to do whatever is legal would hardly need saying).
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The political anarchist seeks to convince us of the presence – or at least the possibility –
of an order in human affairs that does not require the artifice of politics. The moral
anarchist would offer us the comparable picture of a human society that neither has nor
wants internal constraints – a society of peaceable and productive persons who
nevertheless are without conscience. The moral anarchist would seek to convince us of
the possibility of the presence of an order in human affairs that does not require the deeper
artifice of morality. This order must of course have a foundation, and that foundation is
individual interest. (Gauthier 1982: 41)

Gauthier argues that the perfectly competitive market is such an order. (Gauthier 1982: 42) Careful
to point out that the conditions of perfect market competition could not be realized in the actual
world,4 he admits the limited real- world application of his discussion. (Gauthier 1982: 54; cf
Beversluis 1987: 82) This point appears often overlooked by market enthusiasts, whether they be
television pundits, business students, or the journalists behind The Economist’s stance against
corporate social responsibility in the early 2000s. (The Economist 2001, 2005) Other examples are
economist Jeffrey Dorfman’s assertion that “[g]reed will drive the labor market to an equilibrium
where workers are fairly paid”, (Dorfman 2013) and the Cato Institute’s John Allison’s claim that
“[t]he real problem in the world is not that people pursue their long-term rational self- interest, but
that many people are self-destructive.” (Allison 2015: 195)
There are two answers to this type of business ethics denial. First, the perfectly competitive market
already assumes the absence of certain types of immoral behaviour, such as theft, or fraud (Wells
and Graafland 2012). It may be responded that the market relies on the absence of illegal, not
immoral, behaviour. But relying solely on the law is not sufficient to ensure that markets function
smoothly. As Walter Schultz puts it: “economically efficient outcomes of trade require, among
other things, that agents possess internal incentives to comply with a set of moral rules.” (Schultz
2001: 8) In other words: business ethics.
Second, as Joseph Heath points out, moral anarchism is “bad economics. It vastly overestimates
the success of [actual] market institutions ... at achieving this reconciliation [between profit motive
and public good].” (Heath 2014: 14) Evidence that business ethics has an important role to play in
this context comes from the fact the business cycle is correlated with economy-wide attitudes
towards the importance of behaving ethically (Akerlof and Shiller 2009). This is unsurprising
when we consider that the failure of real-world markets to produce the salutary effects of perfectly
competitive markets is not just coincidental. Such market failures are regrettable from the societal
point of view, but they are precisely the kind of environment in which individual businesses can
thrive. In a seminal article on corporate strategy, Michael Porter points out that
in the economists’ “perfectly competitive” industry, jockeying for position is unbridled
and entry to the industry very easy. This kind of industry structure, of course, offers the
worst prospect for long-run profitability. The weaker the forces collectively, however, the
greater the opportunity for superior performance. (Porter 1979, 137).

Subsequently, Porter has produced hugely influential guides to corporate strategy that consist
mainly of strategies to avoid and suppress the kind of competition that one would find in ideal
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markets (Porter 1980; 1985). These facts about actual corporate strategy provide a decisive
rejoinder to the invisible hand argument for business ethics denial. As Arthur Applbaum puts it:
It is one thing to think that self-interested actions lead to the greatest good by way of the
invisible hand. It requires an optimism that competes with Dr. Pangloss to think that
actions deliberately designed to undermine the mechanism of the invisible hand lead to
the greatest good by way of the invisible hand. (Applbaum 1999, 195-6).

In order to actually achieve the promises of a well-functioning market economy, then, the invisible
hand of the market needs to be assisted by both the visible hand of the government, and the “visible
foot” of moral motivation (Gauthier 1982).
4. Impossibilism
Impossibilism is the view that business ethics, however desirable it may be, is impossible. As Zsolt
Boda and Laszlo Zsolnai put it: “...some deeply rooted features of today’s globalized business
inhibit corporations to become... truly ethical. Corporations are embedded into an institutional
system that... make ethical behavior virtually impossible or contingent at best.” (Boda and Zsolnai
2016: 96). While normative denial is typically combined with an ideological commitment to
laissez-faire economics, impossibilism thrives among people with otherwise very different
commitments. It comes in at least three different forms, based respectively on assumptions about
psychology, corporate law, and economics.
4.1. Psychological Egoism
The least sophisticated form of impossibilism claims that business people are constitutionally
incapable of acting from any motive other than self-interest. This is a version of psychological
egoism, i.e. the idea that, when you dig deep enough, the ultimate motive of every action is selfinterest. Thus, Johan Hattingh and Minka Woermann report a student expressing business ethics
denial by saying that “even Mother Theresa did it for herself”. (Hattingh & Woermann 2008, 14;
cf Allison 2015: 2) If everyone always necessarily did what they thought best for themselves,
there would be no room for genuine ethical constraints. Psychological egoism seems attractive
when people sanctimoniously claim to be acting for ethical reasons, while ultimately just looking
out for themselves: chasing the benefits of appearing to be just. (see the speech of Glaucon in
Plato’s Republic, book II) But the undeniable existence of such types does not justify the claim
that everyone always acts that way. The theory appears to be grounded in the mistaken
identification of motives originating in an agent and motives geared towards the agent’s selfinterest.5 In other words, while every action I freely perform must spring from a motive that is
mine, there is no reason to believe that every motive that is mine is a self-interested one.
Despite being widely recognized as implausible, (see, e.g., Feinberg 2004) psychological egoism
occupies a prominent place in both public and academic discourse. This is because it is the working
assumption of some prominent branches of economic research (an example closely related to the
concerns of this article is the application of agency theory to questions of corporate governance
following the highly influential Jensen and Meckling 1976). Most economists do not claim that
5
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psychological egoism is true of actual people. Rather, they describe homo economicus as an
idealized model, helpful in formulating theory, despite its descriptive inadequacy. However, the
widespread use of the model seems to encourage taking it as literally true (Wörsdörfer 2014). This
is exemplified by economism, most prominently associated with Gary Becker, according to which
all human behaviour is best understood as originating from self-interested motives. (Becker 2013,
cf Levitt & Dubner 2005) This, however, flies in the face of, not only common sense, but also the
robust results of experimental game theory. (Folger and Salvador 2008, Heath 2017, cf Bowles &
Gintis 2011)
For psychological egoism to be a problem for business ethics in particular, it would have to be true
only of business people. Or rather, since most people are business people some of the time, it
would have to apply only when people conduct business. Such a claim would be hard to motivate
on psychological grounds. The more promising route for the denialist is to shift the focus. People
are plainly capable of acting from motives other than self-interest and their psychology does not
suddenly change when they put on a business hat. What does change is the institutional context in
which they operate. And perhaps this context makes people behave as if psychological egoism was
true.
4.2. Corporate Psychopathy
A second type of impossibilism ascribes the inability to act on motives other than self-interest to
business corporations: not all people are psychopaths, as psychological egoism would have it,
but all corporations are. (Cf Ladd 1970, Jones 2012) Here is Joel Bakan:
Nothing in [a corporation’s] legal makeup limits what it can do to others in pursuit of its
selfish ends, and it is compelled to cause harm when the benefits of doing so outweigh
the costs. Only pragmatic concern for its own interest and the laws of the land constrain
the corporation’s predatory instincts... (Bakan 2004: 60)

Interestingly, this form of skepticism is logically incompatible with psychological egoism.
Maximizing profits, after all, requires corporate officers to maximize shareholders’ money rather
than their own compensation packages, which they would not be able to do, if psychological
egoism was true.6 (Cf Michalos 1995: 47-50, Smith 1776.1976: Book V, ch 1) Note also that the
idea of corporate psychopathy has no application to business ethics outside the context of
corporations. A shopkeeper in sole proprietorship who (unlike the one imagined by Immanuel
Kant) treats his customers fairly from a moral motive, is compatible with corporate psychopathy
(Kant 1959: section 1).
Corporate psychopathy impossibilism is grounded in the belief that corporations are required by
(North-American)7 corporate law to maximize profits. (Hinkley 2002, Bakan 2004: 35) This, in
turn, would mean that to incur any genuine economic costs by adhering to moral principles would
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open them up to shareholder lawsuits. This is the idea at the heart of Bakan’s immensely popular
The Corporation:
The corporation’s legally defined mandate is to pursue, relentlessly and without
exception, its own self-interest, regardless of the often harmful consequences it might
cause to others. (Bakan 2004: 1-2)

Bakan here refers to the fact that corporate executives have fiduciary duties towards the
corporation. According to Bakan, this means that, being tasked to manage the corporation on
behalf of shareholders, managers are supposed to be loyal agents always putting shareholders’
interests (assumed to be maximal share prices and dividends) first. Suppose, for example, a CEO
realizes they could increase (long- and short-term) profits by laying-off half their workforce.
Perhaps the CEO thinks that the harm to those losing their jobs is morally more important than the
increase in profitability. If Bakan is right, the CEO is legally required to go ahead with the layoffs
anyway. (Bakan 2004: 45) Thus, according to Bakan, business ethics, as defined in section 1, while
not impossible, is at odds with North-American corporate law. (Bakan 2004: 37)
The natural reply is to contest Bakan’s interpretation of the law. The two cases that Bakan cites
most prominently in support of his interpretation, Dodge v. Ford Motor Co. and Hutton v. West
Cork Railway Co, rather unambiguously endorse the view that corporations are to be run
“primarily for the profit of the stockholders.” (Dodge v Ford Motor Co. 1919: at 684) But those
cases have not established an unambiguous legal understanding of the purpose of the corporation.
(Stout 2008) The shareholder primacy view Bakan presents is one popular interpretation both of
what the law should and of what it does say. (See, e.g., Hansmann & Kraakman 2000) But it is a
heavily contested view in both guises (descriptive and normative). (See Allen 1992 and Lee 2005
for descriptions of the debate; for views disputing the shareholder primacy interpretation see Blair
1998; Dunfee 1999; Stout 2012).
Second, even if we accept that the law prescribes shareholder primacy, Bakan’s pessimistic
conclusions do not follow. That is because shareholder primacy, even where affirmed by the
courts, is rarely enforced. This is for at least two reasons:
The first reason is that there is almost always a plausible profit-oriented rationalization
for an act of corporate responsibility. The second reason is that courts are loath to secondguess, in hindsight, management’s business judgements. (Lee 2005: 72)

Thus, if corporate officers want to sacrifice some profits for ethical concerns, they are essentially
free to do so as long as they pay lip service to shareholder value. In support of his contention that
corporations act ethically only if it is profitable, Bakan cites CEOs John Browne of BP and Hank
McKinnell of Pfizer. Both had instituted high-profile CSR programs but, when pressed in
interviews, claimed they would pursue those programs only as long as doing so was profitable.
(Bakan 2004: 45-7) This is consistent with Bakan’s claims; but it is also consistent with the CEOs
simply hedging their bets: as long as they claim that CSR is good for the bottom line, the business
judgement rule protects them from being sued by shareholders – even in a court subscribing to
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shareholder primacy. I cannot speculate on the motives of Browne and McKinnell. But Bakan’s
interpretation is not established by the interviews he cites.8
Finally, it is worth considering what Bakan’s view implies for firms other than corporations. The
shareholder-owned corporation is structurally quite similar to co-ops owned by employees or
customers. In each case, most groups interacting with the firm do so on a strictly contractual basis,
while one group – the owners – acts as the residual claimant. So, in the same way that a corporation
is supposed to pay out any leftover money to shareholders as dividends, a consumer’s co-op is
supposed to use leftover money to lower prices or issue rebates. (Hansmann 1996) Thus, if Bakan
was right, we should expect the management of co-ops to be every bit as ruthless as the
management of corporations. A workers’ co-op, for example, would always put the interests of its
employee-owners first, treating other stakeholders sharply. But we hear few complaints about “coop psychopathy”. This suggests that something is awry in Bakan’s analysis.9
At times Bakan alludes to another line of thinking: some corporations may forego profits for ethical
reasons; but sooner or later market-competition will put an end to this. This is a third type of
impossibilism.
4.3. The Race to the Bottom
The last type of business ethics denial, and perhaps the most popular one among my students,
claims that business ethics is impossible because, over time, unethical agents outcompete ethical
ones which leads to the eventual disappearance of the latter. I defined business ethics as the
morally motivated passing up of economic self-interest. This means that business ethics, (almost)
by definition, imposes genuine economic costs. Witness Intel’s CIO Diane Bryant:
We do certainly talk a lot about the additional costs that come onto IT with all these
additional ethics and security requirements. It’s a very large spend for any IT
organization, and it continues to grow. (Pratt 2009)

Such costs represent a competitive disadvantage vis-à-vis less scrupulous companies. (Baumol &
Blackman 1991: 5; Vogel 2005: 13) And, in a competitive climate, we should expect less
competitive companies to struggle to survive. Unethical corporations will be able to offer lower
prices, for example, and gain market share. (Cf Kavka 1983: 62; Sethi 1994: 806) Alternatively,
in a competitive market for corporate control, ethical companies might be bought out by groups
that can run them more profitably by throwing out the expensive ethics (Reich 2007: 168-73; Boda
and Zsolnai 2016: 96-7). While the latter mechanism is mostly restricted to widely held public
corporations, the former is not. Sole proprietors are not exempt from competitive forces. Thus,
race to the bottom impossibilism is not restricted to corporations; according to it, business ethics
is impossible for everyone.
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Before turning to replies, note an important difference between race to the bottom impossibilism
and the two types discussed above. Both psychological egoism and corporate psychopathy imply
that business ethics, as defined in section 1, is pure fiction: economic agents foregoing profit for
ethical reasons never happens, and whenever someone claims otherwise, they are hiding their true
motives. In response, pointing to examples of moral motivation suffices to place the burden of
proof with the denialist, who needs to explain why what looks like moral motivation is in fact just
(enlightened) self-interest. By contrast, the race to the bottom denialist accepts that business ethics
occurs. What they deny is that ethical agents will be able to sustain themselves in the marketplace
(Lynch 2009). Thus, the first two types of impossibilists would react to the story of Mutanox
passing up a big sell for ethical reasons by looking for the “real”, i.e. self-interested, motivation;
the race to the bottom impossibilist may accept the story as reported at face value, but would
predict Mutanox’ eventual demise. The cynical reply to ethically motivated behaviour is: “good
luck with that!”, rather than: “what are you really up to?”.
An example of race to the bottom impossibilism is Richard Posner’s response to the suggestion
that bankers should have reduced their risk-taking in the run-up to the financial crisis of 2008.
There would be only one effect... : the bank would lose out in competition with its more
daring competitors. ... There was a race to the bottom – or the top, depending on one’s
perspective. The most daring, aggressive players in the financial sandbox would ramp up
the riskiness of their lending or other investing, and this would increase their returns, at
least in the short run. Their timid competitors would be forced to match the daring one’s
strategy or drop out of the competition. (Posner 2009: 322-4)

What can we say in response? First, not every industry is as fiercely competitive as financialintermediation. Thus, in many industries firms can afford to incur the costs of being ethical,
without risking the viability of their enterprise (and even many banks in those years were able to
survive while behaving more conservatively). Second, firms compete on a variety of dimensions,
cost being only one of them. Thus, a company that incurs higher costs on account of being ethical,
may find other ways of distinguishing itself and thrive in a competitive environment.10 The
considerable merit of these responses can be demonstrated by reflecting on other phenomena that
persist even though they should, in principle, be driven to extinction by market pressure. Consider,
for example, William Baumol’s discussion of discriminatory hiring practices:
If a given wage can secure for the firm the services of a woman or a Hispanic male of
ability superior to that of any Caucasian male candidate for the post, then failure to hire
the superior worker constitutes waste ... [S]uch behavior will render the discriminating
firm vulnerable to destruction through competition of rival enterprises whose morality on
terms of social discrimination is superior [...]. (Baumol & Blackmann 1991: 18, cf Arrow
1971)

The discussion illustrates that, while ethical behavior may often be costly, sometimes it is unethical
behavior that is costly. And, of course, actual economic agents are “wasteful” in all kinds of ways:
ethical, unethical, and neutral. Market pressures are likely to drive out the most outrageously
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wasteful practices, but there is considerable wiggle-room. This makes the continued existence of
discriminatory hiring practices possible. By the same token, it opens the door for business ethics.
The most promising response to the race to the bottom impossibilist, however, is to meet them
halfway. True, once a critical mass of agents in an industry is behaving unethically, it will become
hard to compete while incurring the cost of good ethics. But, rather than showing the impossibility
of business ethics, this points to the need for an ethical culture throughout entire industries and,
ultimately, the whole economy (Congleton 2014). Plausibly, this is precisely what organizations
like the Rotary Club are aiming to achieve. (Tadajewski 2017). And there is no reason to think that
it is impossible. In the interview, cited above, where Intel’s Bryant talks about the significant cost
of ethics, she continues to call it a “must-do. It’s an accepted part of the IT budget.” (Pratt 2009)
IV. Four Views on Business Ethics
We have encountered two radically skeptical claims about business ethics: that it is not needed,
and that it is impossible. Each of them can be held on the basis of a different set of assumptions as
shown in Figure 1.

Figure 1: Types of business ethics denial

One may hold neither, either, or both of the skeptical claims. I will briefly discuss each of the four
possible combinations. They are summarized in the 2x2 matrix in Figure 2.

Figure 2: Conceptual space regarding business ethics denial
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In quadrants 1 and 4, normative and descriptive beliefs about business ethics are congruent. Those
in quadrant 1 reject all skeptical claims explored in part III and are, thus, not business ethics
denialists. This space is occupied by most mainstream business ethicists, as both the possibility
and necessity of business ethics are tacitly assumed by their normative projects. And, while the
focus of this article is on the considerable minority that ascribe to some form of business ethics
denial, it is worth mentioning that quadrant 1 is quite possibly occupied by most members of the
general public. Those occupying quadrant 4 believe that business ethics is neither necessary nor
possible. This most thorough denial of business ethics is an optimistic outlook. If you believe that
business ethics is impossible, you should be delighted to find we do not need it. Or, conversely, if
there is no need for business ethics, you should not be troubled to find that it is impossible.
Occupying either of the remaining quadrants presents a tension between normative and descriptive
attitudes.
5. Hostile Denial
The belief that business ethics, while possible, is not necessary, is likely to result in hostility to
attempts (through, for example, business ethics education) at fostering moral motivation in
business. Witness the indignant tone of Milton Friedman railing against “speeches by businessmen
on social responsibility” which help “to strengthen the already too prevalent view that the pursuit
of profits is wicked and immoral and must be curbed and controlled by external forces.” (Friedman
1970; cf Friedman 1962: 133-4. Friedman, of course, swiftly moves from the worry about moral
motivation to a worry about government regulation.) Hostile denialists, then, will try to convince
people that business ethics is unnecessary and thereby eradicate unnecessary (and potentially
detrimental) moral motivation from the world of business.
This can create trouble for those in quadrant 1. While generally optimistic about the possibility of
business ethics, they need to acknowledge the threat posed by the race to the bottom discussed in
section 4.3. This threat will be exacerbated by loud proclamations that business ethics is not
necessary, since the latter view gives business(people) license to behave in purely self-interested
ways. And, as noted above, once a critical mass of agents behaves in this way, it will be difficult
for others to stay competitive without following suit. Thus, for those who think that business ethics
is necessary, refuting the opposite view should be important. As Heath puts it,
[O]ne of the useful tasks that business ethicists can perform ... is to combat [the]
extraordinary pernicious ... idea that, in a market economy, corporations have no
obligation beyond respect for the law. (Heath 2014: 13)

We will return to this thought below. For now, note that, to the degree that economic agents
become convinced that they are absolved from moral obligations, this creates pressure on the
possibility of business ethics, and thus pushes us from quadrant 1 towards quadrant 2 (or from 3
to 4). As impossibilism is more common than normative denial, this quadrant is the one populated
by most actual denialists. It is also the most interesting one in terms of the conclusions to be drawn
from denialism.
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6. Fatalism and the Reach for the State
The most straightforward reaction to being in quadrant 2 is a kind of fatalism regarding our
economic system. If we need business ethics in order for our system to work, but business ethics
is impossible, our system will eventually fail. This is reminiscent of the Marxian prediction that
capitalism will fail because of its internal contradictions (though the internal contradiction here is
not quite what Marx described). The depth of this pessimism depends on just how important we
think business ethics is. Naomi Klein, for example, thinks that, because it does not allow for
business ethics, our economic system will bring about catastrophic climate change. She thinks that
we will either abandon capitalism as we know it, or climate change will do the job for us.11 (Klein
2014: 95) This type of fatalism is commonly encountered when teaching business ethics to students
majoring in social sciences or humanities.
Business students who believe in impossibilism often subscribe to an alternative to fatalism,
namely to the idea that government regulation should to do the job that ethics cannot. Above we
encountered Posner’s race to bottom skepticism about business ethics. His proposed remedy is
government regulation.
[This] is the reason the government has a duty, in regulating financial behavior, to do
more than prevent fraud, theft, and other infringements on property and contract rights ...
. Without stronger regulation than that, the rational behavior of law-abiding financiers
can precipitate an economic disaster. (Posner 2009: 106-7)

Similarly, The Economist suggests that if
Western politicians ... want to stop companies from doing deals with Mr Putin’s mob –
or be diverse, or charitable, or nice – they should pass laws not make speeches. (The
Economist 2011)

The view that the government should supply the rules of the game within which competitors need
not worry about ethics is widely held. (Cf Milanovic 2015) Popular author Michael Lewis
describes meeting former Salomon Brothers CEO John Gutfreund shortly after the financial crisis
of 2008:
[Gutfreund] thought the cause of the financial crisis was “simple. Greed on both sides –
greed of investors and the greed of the bankers.” I thought it was more complicated. Greed
on Wall Street was a given – almost an obligation. The problem was the system of
incentives that channelled the greed. (Lewis 2010: 256)

Lewis agrees with Posner: ethics is impossible; we need an institutional environment that produces
good outcomes despite the absence of ethics.

11

It is not quite clear what Klein’s view is regarding the sources of the impossibility of business ethics, but a race to
the bottom scenario is plausible: businesses who do not avail themselves of the economic advantages of freely
burning carbon are not going to be competitive.
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This is a not-too-distant cousin of the normative denial discussed in section 3.2.12 Gauthier’s idea
was that the ideal market is an institutional arrangement in which moral motivation is superfluous.
The current suggestion is that actual markets are no such arrangement (as the financial crisis
forcefully demonstrated); but that it is the government’s job to regulate the market so that moral
motivation becomes dispensable. (Cf Goodpaster 1999: 586; Micklethwait & Wooldridge 2003:
191) However, this reliance on regulation is incompatible with the impossibilist assumption that
successful economic agents will do whatever is in their best self-interest.
First, relying on regulation to create a system that creates socially desirable outcomes from the
self-interested actions of individual economic agents presupposes that these same agents have no
hand in designing the system. After all, if given the chance, the amoral agents presupposed by
impossibilism would design the system in their own favour, rather than for the public good. It is a
common complaint about regulation that it is simply one more rent-seeking strategy employed by
powerful private actors. This is known as the regulatory capture theory of regulation. (See Stigler
1971 for a classic treatment; cf Bartel & Thomas 1987; Thomas 1990) If this is correct, we cannot
expect regulators to supply rules that steer the market towards socially desirable outcomes. Here
is not the place to assess the merit of this theory. (For recent discussion see Carpenter & Moss
2014) But it fits well with the cynical outlook at the heart of impossibilism. The assumptions
driving the latter view make regulatory capture theory more plausible. This creates a tension, to
say the least, in a view like Posner’s who finds calls for more ethical behaviour on the part of
businesspeople naïve, while, at the same time, calls for regulators to step in, as if the latter were
immune to self-interested incentives.
Second, in order to rely on regulation, we need to assume that people are going to comply with the
law. But this assumption is incompatible with impossibilism, because compliance with the law is
itself often an instance of business ethics. To see this, consider the attitude that the economic agents
imagined by the impossibilist would take towards laws and regulations: first, they would try to
game the rules and exploit loopholes wherever possible. Laws are almost never fine-tuned enough
to prohibit all and only the behaviours they are meant to curb. So, if we could never rely on people
refraining from actions that should be illegal but technically are not, we would need to have
massive numbers of incredibly detailed laws. Apart from the overwhelming difficulties of drafting
and passing such laws, this would put red tape in the way of many unobjectionable projects. (Cf
Yergin & Stanislaw 2002: 368-70) Second, the imagined agents would treat laws and regulations
simply as an added cost of doing business. In other words, if there is a law against, say, dumping
toxins in a river, the agents imagined by the impossibilist will not say: “ah, too bad, we can’t dump
our toxins in the river then.” They will think: “what’s the probability of being caught and what’s
the fine? And how much do we save by dumping?” If the savings are larger than the expected fine,
they will dump. This is, of course, precisely the attitude displayed in the (popular accounts of the)
Ford Pinto and GM Malibu cases, which are routinely trotted out as paradigm examples of bad
business ethics.13
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Goodpaster labels variations of these two views as “type 2a” and “type 2b” thinking about business ethics
respectively. Goodpaster (1991), 96-8.
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Few would go as far as Easterbrook and Fischel who describe this type of cost benefit analysis attitude towards compliance
with the law not only as common, or even permissible, but as morally obligatory. Easterbrook and Fischel 1982: 1177.
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Thus, impossibilists must conclude that regulation will only work if it is self- interestedly rational
for economic agents to follow the law. This is a troubling implication, because it would be very
difficult to make following the law self- interestedly rational.
[T]he state lacks the resources and the information required to deter most crime. Given
existing legal infrastructure, if people actually sat down and calculated, in a hard-headed
way, how best to advance their own individual interests, then crime would be the rule
rather than the exception. As a result, we (as a society) rely very heavily on internal
controls (such as moral constraint) and informal social controls (such as stigmatization)
to achieve conformity with legal rules. (Heath 2014: 16, cf Welling 1991: 165, Ayres &
Braithwaite 1992, Sethi 1994)

As Heath goes on to argue, because “the state has much greater difficulty detecting, prosecuting,
and securing convictions” when it comes to white collar crime as compared to street crime, our
reliance on voluntary compliance with the law is even more pronounced in the case of the former.
(Heath 2014: 16-8)
Thus, the impossibilist faces a dilemma. S/he can either abandon the radical view that business
ethics is impossible in favour of a more moderate view such as that business ethics is difficult or
rare. Or s/he can stick to her guns and claim that, indeed, economic agents are constantly involved
in gaming regulations and breaking the law. Examples supporting this claim will not be difficult
to find. This means, however, that the idea that regulation should do the job that business ethics
cannot is very radical indeed. In order for regulation to work on amoral agents, the state would
have to be granted resources, and powers of investigation and punishment on a scale far from
anything resembling the current political and economic order. At that point, it becomes a real
question whether it might not be more efficient to simply let the state run the economy, or at least
large segments of it, itself.
Thus, we are led back to the Marxist-style fatalism that this section started out with. Once we
accept that business ethics is impossible, there is a strong case to be made that fatalism is the only
coherent response. The impossibility of business ethics implies, all but necessarily, the
impossibility of a well-functioning market economy. Those like Klein, who believe that our current
economic system is doomed and the only way forward is “changing everything about how we think
about the economy” (Klein 2014: 95) will embrace the implication. Everyone else needs to reconsider the plausibility of the claim that business ethics is impossible.
None of this is to deny that the state has an important role to play in regulating economic behaviour.
The point is that the state can play this role only if there is a general culture of voluntary compliance
with the law. Once such a culture is in place, regulation is a powerful tool. However, “follow the
law, even when it is not in your best interest to do so” is an ethical norm. Thus, voluntary
compliance with the law is the kind of behaviour that the denialist claims is impossible: it involves
foregoing the most profitable course of action. Once it is admitted that it is possible to follow the
law, even when this is economically costly, it is hard to see why incurring the costs of following
other ethical rules should be impossible.14 …

14

The one argument that suggests itself is that a law being in place reassures each agent that most agents will comply – thereby
stopping, or slowing, the race to the bottom. In a well-functioning society, this is likely to be true. Indeed, this is simply to say
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V. Conclusion
There are many aspects of an environment that contribute to the ease with which people make
ethical or unethical choices. In our context, however, one factor is worth singling out: the
prevalence of business ethics denial! When people believe that business ethics is either
unnecessary or impossible, they are less likely to adopt an ethical outlook themselves. In other
words, business ethics denial furthers what psychologists call “moral disengagement”, i.e. ways of
cognitively processing ethically significant decisions in such a way as to behave unethically
without feeling distress. (Bandura 1986: 375-389, cf Moore et al. 2012) In the case of normative
denial, people will believe there is nothing wrong with acting on purely selfish motives in the
business context. In the case of impossibilism, they will try to protect themselves from being
suckered by everyone else. The former amounts to an offensive, the latter to a defensive violation
of moral rules. (Kavka 1983: 62) Either contributes to the collective action problem described as
a race to the bottom in section 4.3.
In other words, business ethics denial can become self-fulfilling. … [As] Heath argues … business
people are
... more likely to commit crimes because they have talked themselves into believing some
kind of excuse for their actions, and they have found a social environment in which this
sort of excuse is accepted or encouraged. (Heath 2014: 320)

What better excuse could there be than to believe that ‘business ethics’ is an oxymoron?
The goal of this article is … to engage seriously with a number of radically skeptical claims about
business ethics. To this end, I first distinguished the normative claim that there is no need for moral
motivation in business, and the descriptive claim that moral motivation in business is impossible.
In part III, I discussed a variety of grounds on which these claims could be held, and sketched
ways in which these views can be refuted. In part IV, I used the four possible combinations of
affirming or denying those claims to distinguish four types of attitude towards ethics in business.
Thorough Denial accepts both skeptical claims; Hostile Denial accepts the normative skeptical
claim but rejects the descriptive one; Fatalist Denial accepts the descriptive sceptical claim but
rejects the normative one; and those who reject both skeptical claims are not denialists at all. [I
have argued that all forms of business ethics denial are ultimately mistaken. That this is so is not
obvious, however. Thus, it is worth thinking through these issues carefully, especially in light of
the fact that business ethics denial, if believed by sufficient numbers, can become a self-fulfilling
prophecy. We might say then, taking our inspiration from Roosevelt, that, when it comes to
business ethics, we have nothing to be cynical about but cynicism itself.]

that in a well-functioning society voluntary compliance with the law is the norm. However, voluntary compliance with the law is
unlikely to be the only ethical norm that is being followed in such a society.
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